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JOINT MESSAGE

TO OUR VALUED STOCKHOLDERS,

We welcome the new decade reporting a record-high consolidated net income of ₱494.7 
million for 2019. The net income is 171% higher than the ₱288.7 million reported in 2018. 

Consolidated revenues for 2019 increased to ₱1.02B, a 23% increase over ₱826M reported in 
2018. Real estate sales totaled to ₱942M or 92% of consolidated revenues, a 34% increase from ₱705M 
in 2018. Revenue from the sale of agricultural goods and water services amounted to ₱85M or 8% of 
consolidated revenue. The Company’s equity share in the income of its investments in the 
Palm Concepcion Power Corporation (PCPC) and Peakpower Energy Inc. (PEI) contributed signi�cantly 
to the company’s bottom-line for 2019. 

As we enter the era of the new normal, our Company will introduce concept designs dedicated 
to green spaces and landscapes that we have espoused in all our real estate projects. By continuing 
to bring its master planned community concept, new models shall be introduced in the upcoming 
phases in Mt. Pines Farm in Manolo Fortich, Bukidnon; West Highlands in Butuan City; and Adelaida 
Park Subdivision and Residences in Tanay, Rizal. These will feature areas with generous open spaces, 
lush vegetation and fresh �owing air, bike lanes and open patios in its home designs with the health 
bene�ts and personal well-being of its residents as its core thrust.

In the pipeline is the Company’s participation in the LNG importation business through the 
full acquisition of Vires Energy Corp. (VEC) which is planning to put up an LNG regasi�cation terminal 
project in Batangas, Philippines; as well as the development of a network of irradiation facilities in the 
Philippines. We note that as concerns over global health, food safety and security persist, the global 
demand for irradiation technology will continue to grow.

MESSAGE FROM THE CHAIRMAN AND THE PRESIDENT
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An enterprise working towards enlightened and 
happier communities for the common good.

PROPERTY:
Making dreams come true for happier families.

AGRIBUSINESS:
To be the country’s leader in producing basic 

products sustainably for the world.

ENERGY AND UTILITIES:
Energizing the country’s development.

PASSION FOR EXCELLENCE AND LOVE FOR WORK: 
Order and Discipline; Initiative;

Innovativeness and Enterprising;
Sound Judgement; Optimism and E�ciency;

Competence and Professionalism;

FAMILY SPIRIT: 
Unity;Loyalty and Concern; 

Respect and Humility; Cheerfulness; Generosity

INTEGRITY:
Love for GOD and others; Moral Integrity; Honesty 

and Credibility; Stewardship; Prudence
 

We commit to deliver excellent products and 
services that will ensure growth, �nancial stability 

and sustainability by:

Thinking innovatively, building lasting 
relationships and acting with genuine concern for 

all our stakeholders and the environment; 

Responsibly utilizing and managing the resources 
for the development of products and services for 

love of the common good;

Incessantly providing means for its workers to
develop their potentials to the fullest; and 

Living the company’s shared values of integrity; 
passion for excellence and love for work; and

family-spirit in everything we do.

Vision

Mission

Shared Values

 Simple Homes Development Inc., a fully owned 
subsidiary, has submitted a proposal to Phividec 
Industrial Estate for the lease with option to purchase 
of the proposed site of the Philippines’ first 
Integrated Steel Mill in  Phividec Industrial Estates, 
Misamis Oriental. 

 Developments are awaited on the PNR East-
West Rail Project which is under evaluation by 
the National Economic and Development Authority 
(NEDA) and on the Metro Manila Solid Waste 
Management Project, a Build-Operate-Transfer 
project with MMDA to develop fully-compliant 
infrastructure to handle Metro Manila’s solid waste.
 
 As we ready ourselves for the new decade, the 
new normal, we enjoin everyone to face the future 
together steadfast and true to our mission which 
is creating happier communities for the common 
good. 

The cover represents the 
industries that A Brown Company, Inc. 

is primarily engaged in: real estate, 
power generation, 

agribusiness,
infrastructure  and recreational facilities.

We bring to the forefront the
quality products we o�er as we 
continue to execute responsible

business practices and 
excellence-driven methods.

WALTER W. BROWN, Ph.D.
Chairman

ROBERTINO E. PIZARRO
President and CEO

Board of Directors 
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Board of Directors 
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FINANCIAL HIGHLIGHTS

2019 2018 2017*

Operating Results

     Gross Income                   1,429,118,156   ₱   1,154,938,682  ₱

  ₱

  ₱

  ₱

  ₱

      ₱     928,534,131

     Net Income                        494,793,225      ₱      288,756,105    ₱     299,581,889

        Equity holders of the Parent Company             494,945,733      288,774,597      299,590,438

        Noncontrolling Interest                   (152,508)             (18,492)               (8,549)

     Return on Assets1
8.56% 5.42% 5.56%

     Return on Equity
2

13.26% 8.66% 9.67%

Financial Position

     Total Current Assets           3,213,597,388    2,799,762,346    2,319,538,577

     Total Assets           6,095,465,271    5,466,226,281    5,190,998,987

     Total Current Liabilities           1,312,702,337    1,618,935,806    1,414,899,467

     Total Long-term Debt, net of current portion             806,277,338      358,574,617      598,076,719

     Total Liabilities           2,118,979,675    1,977,510,423    2,012,976,185

     Total Equity           3,976,485,596    3,488,715,858    3,178,022,802

         Equity holders of the Parent Company           3,973,142,925    3,485,220,679    3,174,509,131

         Noncontrolling Interest                 3,342,671          3,495,179          3,513,671

     No. of Shares Outstanding           2,477,667,911    2,477,667,911    2,477,667,911

     Weighted Average No. of Shares Outstanding (WANOS)           2,477,667,911    2,477,667,911    2,178,995,345

     Current Ratio3
 2.45:1  1.73:1  1.64:1 

     Current Debt to Equity Ratio4
 0.33:1  0.46:1  0.45:1 

     Total Debt to Equity Ratio5
 0.53:1  0.57:1  0.63:1 

Earnings Per Share6
                    0.200  ₱            0.117  ₱            0.137

Net Book Value Per Share
7

                    1.604  ₱            1.407  ₱            1.281

Net Asset Value Per Share8
                    2.919  ₱            2.141  ₱            1.636

* As restated

1 computed as net income divided by average total assets

3

 

computed as current assets divided by current liabilities

4

 

computed as current liabilities divided by stockholders' equity

5

 

computed as total liabilities divided by stockholders' equity

  no. of shares outstanding

2 
computed as net income divided by average stockholders' equity

6

 

computed as net income attributable to the equity holders of the parent company divided by WANOS 

7 computed as total equity attributable to the equity holders of the parent company divided by 

8

 

computed as total equity plus appraisal increase and potential gain on the market values of lot inventory

  

attributable to the equity holders of the parent company divided by no. of shares outstanding
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OPERATIONAL HIGHLIGHTS   REAL ESTATE
All real estate developments follow the concept of a mixed-use, nature-themed, well-planned 
integrated community. In recent years, the Company has expanded to economic and socialized housing 
projects. 

Xavier Estates in Upper Balulang, CDO is the pioneer in premier mixed-use development in Northern 
Mindanao. It is a master-planned community with 24-hour security, tree-lined streets, 
high-pressure sodium streetlamps, centralized water supply system and treatment facility, 
airconditioned chapel, parks and playground, jog and bike paths, forest park and bird sanctuary. Nearby 
are schools, shops, gasoline station and Xavier Sports and Country Club. For the year 2019, there were 5 lots 
sold as compared to 50 lots in 2018.

Ventura Residences (Phase V-A) nestled inside Xavier Estates is the �rst venture of A Brown into the 
middle market house-and-lot package. There were two (2) units sold in 2019. Beside it is Ventura Lane, 
selling lots only. 

Xavierville Homes, adjacent to Xavier Estates, is an economic housing development. Phase 1 has an
area of 1.8 hectares while Phase 2 has an area of 0.60 hectares for a total of 131 saleable lots. There were
three (3) house & lot units sold for the year and two (2) for last year.

Teakwood Hills is located in Brgy. Agusan, CDO. It has a breathtaking view of the mountains and the sea, a 
perimeter fence with ingress and egress controlled by two gates, 24 hour security, private cul-de-sac with 
esplanades and parks. Its club house amenities include an in�nity swimming pool and basketball court. A 
total of 22 lots were sold in 2019 and 82 lots in 2018.

Valencia Estates in Brgy. Lumbo, Valencia City, Bukidnon is  patterned after the excellent standards of a 
plush subdivision, with a basketball court, a clubhouse with a swimming pool. There were 23 lots and 52 
lots sold in 2019 and 2018, respectively.

St. Therese Subdivision is a socialized housing project in mid-Balulang. It is a 1.67-hectare project with 
155 lots. There are 91 row houses; 38 duplexes and 17 single-attached units. 9 units are up for new 
design. Two lots were booked in 2019 and 7 in 2018.

Coral Resort Estates is a mixed-use development located in Initao, Misamis Oriental between CDO and 
Iligan. It is 27 kilometers away from Laguindingan International Airport. The development includes a ₱30 
million clubhouse. Phase 1 of the project will comprise 82 lots. Cluster A has 42 saleable lots while Cluster 
B has 40 saleable lots.  three (3) lots were sold this year.

West Highlands is a residential estate located in Brgy. Bonbon, Butuan City. It is a �ve-kilometer drive to 
major establishments and service facilities in the city. Phase 1 is 289 feet above sea level which gives an 
exclusive view of the historic Mt. Mayapay or the cityscape. West Highlands Phase 2 was launched in 
October 2017 with 156 lots for sale. There are 75 fairway and 81 inner lots. West Highlands Golf Club 
features an all-weather, 9-hole golf course and a 16-lane driving range. There were 28 lots sold in 2019.

Mountain View Homes is another socialized housing project of ABCI in mid-Balulang, CDO. Phase 1 
opened in February 2015 with 215 house and lot units while Phase 2 opened in November 2016 with 83 
units. It is accessible to churches, schools, malls and commercial establishments. It has row houses with lot 
area of 50 sq.m. and �oor area of 26sq.m. Single detached units have a lot area of 75-143 sq.m. and �oor 
area of 36-38 sq.m. A total of 37 house and lot were booked as sale in 2019 and 57 in 2018.

Adelaida Park Residences located below Xavier Estates is the �rst residential subdivision in the region 
o�ering a ridgeview linear park. The linear park is 410 linear meters in length with park lights along the 
jogging path/bicycle path. Single detached and attached house and lot units are o�ered with lot area 
ranging 90-161 sq.m. with �oor area ranging 60-60.5 sq.m. It has single houses su�ciently spaced from 
each other with its own parking space and is certi�ed �ood-free with an elevation of 157 feet above river 
bank. A total of 22 house and lot units were booked as sale in 2019 compared to 71 house & lot in 2018.

Mangoville, the “sosyal socialized housing” project in Brgy. Agusan, features duplex house designs and 
with own parking space with an elevation of 169 meters above sea level overlooking Macajalar Bay. Two 
house & lots units were booked as sale in 2019 while another 2 units in 2018.

Xavier Estates Phase 6 – Ignatius Enclave features single-detached house and lot units and prime lots. 
Aimed at fostering The Happy Community concept, the modern minimalist houses introduced ABCI’s �rst 
venture into the vibrant house colors of yellow, orange, blue and green accents. Abundant green open 
spaces shall also highlight the subdivision. There were 76 units sold this year compared to only 3 last year.

Xavier Estates Phase 5B – Ventura Residences II also features single-detached house and lot units and 
prime lots located by the ridge. It will have the same  house colors of orange and cream as the �rst phase. 
There were 46 units sold in 2019.

The Terraces in Xavier Estates highlights prime cascading ridge lots of 180 to 400 sq.m. in size. Located in 
the terraces-like land con�guration, this area commands a 180-view of the city of Cagayan de Oro and the 
mountains of Bukidnon and is low-density with less than 46 lots for sale. Three (3)units were sold this year.
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AGRIBUSINESS
The palm oil industry is a promising enterprise as the palm oil continuously being considered as the most important 
tropical vegetable oil in the global oils and fats industry, in terms of production and trade.

Citing a study published by the University of Asia and the Paci�c, Mindanao Economic Development Council 
(Medco) said palm oil’s domestic demand will continue to increase 5 percent a year in the next 10 years to 2020. 
(http://ppdci.org/?p=20)

According to industry estimates, the current local demand for palm oil is at 1,100,000 metric tons (MT). However, the 
country produces only an average of 300,000 MT a year. This means the Philippines imports as much as 800,000 MT 
of palm oil from Indonesia and Malaysia just to meet local demand.

Data from the PPDCI showed that the country’s crude palm-oil production in 2014 increased by 10.67 percent to 
135,000 MT, from 122,000 MT in 2013. Production in 2015 & 2016 grew by 137,000 MT and 155,000 MT respectively, 
as the low price of oil palm slightly discouraged farmers from planting the crop. 

For 2017, the price of oil palm (fresh fruit bunch) reached P3,900 per MT, lower than the “comfortable” price of P5,000 
per MT. The inventory was high, but the demand for palm oil declined last year, causing prices to fall (http://www.
businessmirror.com.ph/2016/06/07/pinol-eyes-palm-oil-regulatory-body/).

Key industry players are positive about the bright prospects of increasing palm oil production in the world market 
not to mention the great demand from the domestic market and the prospect of eventually exporting palm oil globally. 
This growing demand presents an opportunity for ABERDI to expand its current crude oil capacity of 10 tons per 
hour to 30 tons per hour. This expansion requires an additional 2,800 hectares of oil palm plantation representing 
50% of the additional requirement of 5,500 hectares. Suitable lands for expansion are available in Misamis Oriental 
and Bukidnon Provinces due to its strategic proximity to the mill. More importantly, these areas have adequate and 
ideal available land; in good climatic conditions; and has a vast potential area for oil palm plantation.

There are now seven (7) out of nine (9) milling plants in the country which are located in Mindanao. On top of this, 
two (2) additional milling plants are in the pipeline. Out of the nine (9) plants, two (2) have upgraded into re�nery 
plants. ABERDI is the second next to Caraga Oil Re�nery Inc. (CORI).

To respond to the lack of adequate local production, the management has targeted to develop 2,000 hectares of oil 
palm plantation in Province of Bukidnon and Misamis Oriental areas through growership program. As of the end of 
2017, about 3,699.085 (gross area) hectares were already acquired for development, of which almost 1,547.96 
hectares were planted while about 1,697.53 hectares total area potential for planting. The company is anticipating 
the signing of agreements with local communities in Misamis Oriental and Bukidnon interested for its 
expansion program aggregating to 2,000 hectares. Due to the synergy and tax e�ciency, ABERDI and Nakeen Corp. 
have applied for an Amended Articles and Plan of Merger as approved by its Board of Directors and shareholders.

ABERDI’s re�nery with fractionation machine is now operational in full capacity of 50 MT/day. Likewise, the company 
is producing Palm Olein, Palm Stearin and Palm Fatty Acid Distillate in bulk sales. In 2016, it has already engaged in 
branding and packaging of premium cooking oil labelled as “Golden Belle”. Its products are now FDA 
and HALAL-certi�ed.

The company’s strategic Route to Market design is divided into two (2) service packages. First service package 
is direct serve outlets which will cover industrial or food processing companies, supermarkets, hyper-marts, 
wholesalers, groceries, catering services, hotels and restaurants around Mindanao region. Second service package 
will be indirect serve outlets like sari-sari stores, traditional food outlets, mini marts, direct household consumptions 
or specials events markets will serve by our potential Trade Execution Partners (TRP). This Dealership System has 
good functional discounts plus variable incentive scheme. This will provide customers and consumers excellent 
service and good margin to the best quality products.

OPERATIONAL HIGHLIGHTS  
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Increase in energy demand are expected from the distinct growth in the industrial, commercial, and domestic sectors of 
the country. In addition, electri�cation continues—households in areas such as parts of Mindanao and Mindoro, 
which are not fully grid-connected, are likely to gain better access to electricity supply in the coming years with 
the target to reach 100% electri�cation across the Philippines by 2022. 

By 2040, the country’s electricity demand is projected to grow by about 5% annually. And to meet this 
demand including reserve requirements, a total of 43,765 MW additional capacities must come online. 

Peak electricity demand is predicted at 12,285 megawatts (MW) for Luzon; 2,519 MW for Visayas and 2,278 MW for 
Mindanao, for 2020, according to DOE.

With the additional 237MW on 2017—comprising of 63% coal, 33% solar, and 4% oil-based sources, the energy 
department is expecting that enough power reserves will meet the demand.  In addition, 19,934 MW of capacity is 
still under development with committed and “indicative” projects until 2025.

Adequate power supply across all three grids—Luzon, Visayas, Mindanao, is forecasted assuming that nothing 
deviates from the projections based on planned outages, the maintenance program, and the historical peaks and 
these projected rise in demand by DOE. 

To solve the country’s energy security woes, DOE initiated the issuance of policies for resiliency, conducted of 
performance assessment and technical audit for all energy facilities, and reactivated the Inter-Agency Task Force on 
Securing Energy Facilities, among others.   

POWEROPERATIONAL HIGHLIGHTS  

Coal-Fired Power Project

As economic activities continue to expand in the Visayas, speci�cally in Panay, a need for a more stable and su�cient 
power supply situation is a must. The 2 x 135 MW coal-�red power plant project in Concepcion, Iloilo was developed 
due to the foreseen power capacity requirements in the Visayas region. The �rst unit of this new base load plant was 
designed to address the power supply requirements of the Visayas grid and provide a steady �ow of power when 
it goes on line. Palm Concepcion Power Corporation (PCPC), the project proponent, constructed the power plant in 
2013. The power plant is equipped with a steam turbine generator manufactured by Alstom of Europe.

PCPC started commercial operations of the �rst unit of the 135 MW Circulating Fluidized Bed Combustion (CFBC) 
power plant on August 16, 2016. It was inaugurated by the Philippine President Rodrigo R. Duterte in Malacañang 
on November 28, 2016. It is now delivering power supply to Panay, Negros, and the rest of Visayas.

Ten (10) distribution utilities and electric cooperatives have signed up with PCPC for their base load power capacity 
requirements in order to deliver reliable and stable power generation supply to industrial, commercial, 
and residential consumers.

For the second unit, requirements for the Environment Compliance Certi�cate (ECC) have been completed and were 
already submitted to the Department of Environment and Natural Resources (DENR).

The power plant takes pride with the capability of its CFBC Technology and the sound environmental measures 
being practiced in the power plant as it maintained its excellent emission performance vis-a-vis the DENR standards.

At present, PCPC is ful�lling its purpose by serving the needs of its customers, helping ensure that homes and 
businesses have dependable and uninterrupted power supply, which they can a�ord, as it continues to uphold its 
commitment to the environment and host communities.

Bunker-Fired Power Project

Peakpower Energy, Inc. (PEI) was set up in 2013 to implement projects designed to generate peaking energy across 
various A+/Green rated electric cooperatives in Mindanao. These are Build-Operate-Transfer agreements for brand 
new bunker-�red engines, which will last for 15 years.

After signing a Power Purchase and Transfer Agreements for 20-megawatt of peaking power supply with South 
Cotabato II Electric Cooperative (SOCOTECO II) and 5-megawatt supply with Agusan del Sur Electric Cooperative 
(ASELCO) in 2013, the respective plants PeakpowerSoccsargen, Inc. (PSI) and Peakpower San Francisco, Inc. (PSFI) are 
commercially operational, supplying the very much needed power capacities in their franchise areas.

Expansion of these two plants are also completed and has already declared their commercial operations last 
September 2017 and January 2018, respectively. A third plant, PeakpowerBukidnon, Inc. (PBI) which is a 2 x 5.2MW 
peaking plant and embedded to Bukidnon Second Electric Cooperative (BUSECO) declared commercial operations 
on March 2018, and was inaugurated a year after.
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POWER

Hydro Power Project

Hydro Link Projects Corporation (HLPC) is ABCI’s corporate vehicle in the development of hydroelectric power across 
the Philippines pursuant of ABCI’s Vision of energizing the country through the development of hydropower resources. 
HLPC is currently pursuing the Carac-an Hydroelectric Project (CHP) in Cantilan, Surigao del Sur. It is a run-of-river 
type of hydroelectric development along the Carac-an River, the largest river stream around the 
Carac-an watershed area. This 16.3MW hydroelectric plant is HLPC’s first foray in the renewable energy 
market under the auspices of ABCI.

Mindanao is rich in natural resources and has a huge potential for renewable energy, especially hydropower. The 
Carac-an Hydropower Project is in line with the objective of the government to accelerate the development of 
renewable energy resources and to achieve energy self-reliance to reduce the country’s dependence on imported 
fuel.

The DOE has granted HLPC the Hydropower Service Contract for the exclusive right to explore, develop and utilize 
the hydropower potential of the Caracan River located in Barangay Lobo and Cabangahan, Municipality of Cantilan, 
Surigao del Sur. It is likewise the source of Cantilan National Irrigation System, however, the water for the irrigation 
system will not be a�ected by this project.

The project covers a drainage area of about 161 sq. km. measured at the proposed dam site. The result of the 
feasibility study shows that it would necessitate to build a diversion dam with a height of about 42 meters to attain 
the projected capacity and energy. The water will be diverted to a powerhouse located about four (4) kms 
downstream via a 4.4-km length of associated headrace and 140-m penstock. The powerhouse will be equipped 
with two (2) units of 8.15MW (2 x 8.15MW) of Francis Turbine for a total of installed capacity of 16.3MW with an 
estimated annual energy generation of about 78.9 GWh.

The output of the power station is proposed to be connected to the nearest sub-station of the Surigao del 
Sur Electric Cooperative II (SURSECO II), located in Madrid Sub-station. Currently SURSECO II has a peak demand of 
about 13MW. The excess power can be sold to other customer around the Mindanao Grid.

The proposed Project, being an indigenous source, can o�er a very competitive energy price and is projected to 
help the stability of power in the area. In the economic terms, the Project can help in the environmental preservation and 
protection by displacing part of the energy generated by fossil-�red power plants.

The Project is also seen as an integral part of the economic development in the area and will further boost the 
economic and living condition of the constituents.

Along with the Hydropower Service Contract (HSC), the project has been granted its corresponding Certi�cate of 
Registration. After the Feasibility Study was completed, the project has been presented to the DOE as part of the 
process in its evaluation on the granting of the Certi�cate of Commerciality (COC).  

The application for Water Permit has also been �led. In the application for water permit, NWRB requires the submission 
of “River System Ecological Study and Sustainability Plan.” This additional requirement of NWRB will be included 
during the conduct of the environmental study.

Likewise, procurement for other permitting and approvals shall follow which include: Environmental Study, NCIP 
Clearance, Endorsement and Resolution of Support from LGUs, and Public Consultation. The acquisition of the 
above approvals is the requirement of DOE in order for the Project to advance to the next phase of 
project implementation which is the development/commercial stage.  

OPERATIONAL HIGHLIGHTS  

Recently,PEI o�cially appointed Wartsila Philippines Inc., a leading supplier of power solutions in the country, to 
operate the mobilization and maintain the facilities of PEI’s three diesel power plants in Mindanao. On October 11, 
2019, PEI and Wartsila Philippines Inc. signed an operations and maintenance contract agreement for all its three 
power plants.
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BULK WATER SUPPLY PROJECT 

AB BULK WATER COMPANY, INC. (ABWCI) is authorized to engage in the business of holding and providing rights to 
water, to public utilities and cooperatives or in water distribution in the Municipality of Opol or to engage in business 
activities related to water development.   ABWCI is currently pursuing the proposed Bulk Water Supply Project for the 
Municipality of Opol in Misamis Oriental. The Project will tap the water resources of Lumayagan River and aims to 
supply about 15 to 20 million liters per day (MLD) of potable water. The project with potential capacity of up to 25 
MLD is the company’s first venture in the bulk water supply project. Other potential service areas include the 
neighboring municipalities of Opol – the city of El Salvador, and the municipalities of Alubijid, Laguindingan, and 
Gitagum. Based on study, these municipalities are potential growth areas.   The detailed engineering design of the 
Project has been completed con�rming the technical viability of the project as de�ned during the pre-feasibility study. 
The Water Permit has already been granted by the National Water Resources Board (NWRB). NWRB has approved the 
applied quantity required for the project. Likewise, the Environmental Compliance Certi�cate (ECC) has been secured 
from the Department of Environment and Natural Resources (DENR). The Watershed Management Study was also 
completed with the involvement of di�erent LGU sectors and stakeholders. The project was submitted to the local 
government of Opol for their evaluation and consideration as a PPP project.   
 
PNR EAST-WEST RAIL PROJECT 

Blaze Capital Limited has a 33.33% ownership in East West Rail Transit Corporation (EWRTC) which is part of a 
consortium for the East-West Railway Project.  
 
The Consortium, composed of EWRTC and Alloy MTD Group (represented by MTD Philippines Inc.), has submitted an 
unsolicited proposal to the Philippine National Railways to �nance, build and then operate and maintain the East-
West Rail Project under the Build-Operate-Transfer (BOT) Law.  The East-West Rail Project is an integrated light rail 
mass transportation system and is intended to help alleviate the gap in the transportation infrastructure in the 
metropolis. This project is in line with the objective of the government to increase the ratio of rail transport systems 
to the rocketing ridership demand in Metro Manila and other major urban cities. The Project will involve the development, 
design, construction, supply, completion, testing, commissioning, and the operation & maintenance of the East-West 
Rail Project. The project will traverse the corridor of Quezon Avenue in Quezon City and España Boulevard in the City 
of Manila.  
 
On July 12, 2017, Megawide Construction Corp. was given the option to participate in the PNR East West Railway 
Project as an additional consortium member subject to the provisions of the BOT Law and its implementing Rules 
and Regulations. 
 
Currently, the project is under evaluation by the National Economic and Development Authority (NEDA) and 
the Public-Private Partnership Center (PPP Center). 
  

APEX MINING COMPANY, INC. (APEX) 

Apex Mining Company, Inc. was incorporated on February 26, 1970, principally engaged in the business of mining 
and production of gold, silver, copper, lead and other precious metals. The company is listed in the Philippine Stock 
Exchange.

Apex acquisition of MORE expanded the mining business of the corporation by taking over the mining business 
under MORE which include the mineral processing plant and tenements in Jose Panganiban, in Camarines Norte 
and tenements in other provinces. It also includes a 30 percent participating interest in Service Contract no. 72 that 
covers an o�shore gas project in Palawan, as well as BOT Contract for solid waste management with the Philippine 
government for Metro Manila and mining interest in other countries like Myanmar, Mongolia, Uganda and Sierra 
Leone. 
 
Apex Maco mine in Compostela Valley continues to improve on its operation throughput. It successfully hurdled the 
recent audit by the Department of Environment and Natural Resources (DENR) and has been allowed to continue 
with its operation. The mine has likewise obtained its ISO 14001:2015 international certi�cation on environment system 
which rea�rms its compliance with pertinent environmental laws and regulation. Apex also owned Itogon-Suyoc 
Resources, Inc. which has mining claims and owns the mill and production facilities in Sangilo, Itogon, Benguet and 
Suyoc mine in Mankayan, Benguet. At the end of 2019, the Parent company holds 1.03% after disposal of shares on 
various dates.
  
 

   
 

INFRASTRUCTUREOPERATIONAL HIGHLIGHTS  

OPERATIONAL HIGHLIGHTS  OTHER VENTURES-MINING
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CORPORATE  SOCIAL RESPONSIBILITY REPORT

ABCI Scholarship Program (on going since 2011) 

Out of the six (6) scholars who were recipients of the ABCI Scholarship program last year, one (1) graduated with a 
Bachelor of Science in Agriculture degree at Central Mindanao University. Two (2) graduated from Opol Community 
college taking up Bachelor of Science in Business Administration. The remaining scholars are two (2) college 
students and one (1) in Senior High school program.  
 
Of the three (3) remaining ABCI Scholars, one (1) is a 3rd-year student taking up Bachelor of Science in Business 
Administration at Opol Community College. One (1) is currently enrolled in her 1st-year college and one (1) a student 
enrolled under Grade 12 senior high school program

In partnership with Philippine Red Cross, HR organized/facilitated bloodletting activities in Cagayan de Oro City on 
April 25, August 20, and December 18, 2019, with a total of 131 bags of blood were donated by 131 employees last 
2019. A total of 58,950 cc or almost 531 bags of blood were donated already by ABCI employees in the last ten (10) 
years. This blood-letting activity is an annual humanitarian activity of A Brown Group of Companies participated by 
employees of the company.

Blood-Letting Activity
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DR. WALTER W. BROWN
DIRECTOR AND CHAIRMAN

Prior to his re-election in December 2018 as Chairman of the Company, he was conferred as Chairman Emeritus 
in September 2016. He is also the Chairman of A Brown Energy & Resources Development Inc., Palm Thermal 
Consolidated Holdings Corporation, PeakPower Energy Inc. and Monte Oro Resources and Energy, Inc. He is the 
Chairman Emeritus of Apex Mining Co., Inc., a company listed in the Philippine Stock Exchange.

He received two undergraduate degrees: B.S. Physical Science (1959) and B.S. Geology (1960), both from the University 
of the Philippines, and postgraduate degrees from Stanford University: M.S. Economic Geology (1963), and Ph.D. 
in Geology, Major in Geochemistry (1965). He was also a candidate in Master of Business Economics (1980) from 
the University of Asia & Paci�c (formerly Center for Research & Communications).

He was formerly associated with the following companies as Chairman or as President or Director: Atok Big Wedge 
Co, Inc., Philex Mining Corporation, National Grid Corporation of the Philippines, Atlas Consolidated Mining Co., 
Philodrill Corporation, Petroenergy, Philippine Realty & Holdings Corporation, Dominion Asia Equities, Inc. (Belle 
Corp.), Palawan Oil & Gas Exploration (Vantage Equities), 7 Seas Oil Company, Inc. (Abacus), Universal Petroleum 
(Universal Right�eld), Sinophil Corporation, Asian Petroleum Corporation, Acoje Mining Corporation, Semirara 
Coal Corporation, Surigao Consolidated Mining Inc. (Suricon), Vulcan Industrial and Mining Corporation, San Jose 
Oil, Seafront Petroleum, and Basic Petroleum. He was also Technical Director of Dragon Oil, a company listed on 
the London Stock Exchange.

He is currently Chairman and Director of Family Farm School (PPAI), Chairman and President of Studium Theologiae 
Foundation, and President of Philippine Mine Safety & Environment Association (PMSEA), and lifetime member 
of the Geological Society of the Philippines. He was a member of the Board of Trustees of Xavier University from 
2003 to 2014, concurrently serving as Vice Chairman from 2006 to 2014.

ANNABELLE P. BROWN
DIRECTOR

Serving as Treasurer of ABCI from 1993 to 2011, she is President and Director of PBJ Corporation; Chairman of the 
Board of Petwindra Media Inc.; Treasurer of Brown Resources Corporation; Treasurer/ Director of Bendana-Brown 
Holdings Corporation, Pine Mountain Properties Corporation. She is also a Director of the following corporations: 
North Kitanglad Agricultural Corp., Cogon Corporation, Shellac Petrol Corp and Palm Concepcion Power Corporation. 
She has no directorship in other listed companies.

Her civic involvement includes: Founding Chairperson of Alalay sa Pamilya at Bayan (APB) Foundation, Inc. (2009 
to present), Development Advocacy for Women Volunteerism (DAWV) Foundation, Inc. (1988 to present), Professional and 
Cultural Development for Women (PCDW) Foundation, Inc. (1979 to present); Consultant/Moderator of EDUCHILD 
Foundation, Inc. (1985 to present) and Chair of the Rosevale School, CDO (2011 to present).

Mrs. Brown holds a Bachelor of Science in Business Administration degree from the University of the Philippines, 
Diliman, Quezon City and is a candidate for a degree in Masters in Business Economics at the University of Asia 
and Paci�c (formerly CRC).

For her outstanding contribution to the academe, business and socio-community development, Mrs. Brown is a 
recipient of several awards and citation, latest are the 2010 Soroptimists Award and 2010 UPCBA Distinguished 
Alumna Award.

ROBERTINO E. PIZARRO
DIRECTOR, PRESIDENT AND CHIEF EXECUTIVE OFFICER

He was elected as President and Chief Executive O�cer on December 7, 2018. Prior to his current position, he was 
an Executive Chairman beginning September 28, 2016. He was the President of the company from August 2003 
to Sept. 2016. He �nished the course on Strategic Business Economic Program at University of Asia and the Paci�c 
(Aug 2002–Aug 2003). He is the President and Member of the Board of Directors of Cagayan de Oro Chamber of 
Commerce and Industry. 

He is also the President of ABERDI, Brown Resources Corporation, NAKEEN Corporation (February 26, 1997 to 
present), Xavier Sports and Country Club (1999 to present), Simple Homes Development, Inc., Bonsai Agricultural 
Corporation and Minpalm Agricultural Co., Inc. (2004 to present). He was the former President and now Director of 
Philippine Palmoil Development Council, Inc. (PPDCI). He has no directorship in other publicly- listed companies.

ENGR. ELPIDIO M. PARAS
INDEPENDENT DIRECTOR

President and CEO: Parasat Cable TV, Inc., UC-1 Corporation, Arriba Telecontact, Inc. Trustee: Promote Northern 
Mindanao Foundation, Inc., Tourism Congress of the Philippines, Maria Reyna-Xavier University Hospital, 
Inc. Independent Director: Southbank. Founding member of Philippine Society for Orphan Disorders. (PSOD) 
Member: Philippine Association of Amusement Parks & Attractions. Director: Philippine Cable TV Association 
Mindanao. Former associations as President, Chairman or Member of the Board: CDO Chamber, Xavier University, 
CDO International Trade & Convention Center Foundation, Inc., Philippine Cable TV Association (currently Board 
Member for the Mindanao area). Currently a Trustee of the Tourism Congress of the Philippines. BS Mechanical 
Engineering from De La Salle University (DLSU). He has no directorship in other publicly-listed companies.

BOARD OF DIRECTORS
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DR. THOMAS G. AQUINO
INDEPENDENT DIRECTOR

Senior Fellow: Center for Research and Communication of UA&P. Chairman: NOW Corporation (PSE: NOW), REID 
Foundation. Independent Director: Alsons Consolidated Resources Inc. (PSE: ACR). Former Senior Undersecretary 
of the Department of Trade and Industry and lead negotiator for the Philippines-Japan Economic Partnership 
Agreement, the �rst bilateral free trade agreement for the Philippines. Recipient of the Presidential Service Award 
for extraordinary contribution of national impact on public interest, security and patrimony, and the Gawad Mabini 
Award with the rank of Grand Cross (Dakilang Kamanong) for distinguished service to the country at home and 
abroad by the President of the Republic of the Philippines. He is a member of the Philippines APEC Vision Group 
2020. 

Dr. Aquino’s professional expertise in several �elds include: business strategy, trade, investments and technology 
promotions, industrial policy, international trade negotiations, economic policy related to reinvigorating manufacturing 
for regional and global competition. A.B. in Economics from UP. MS Industrial Economics from UA&P. Ph.D. in 
Management from IESE Business School, University of Navarre, Spain.

ATTY. ANTONIO S. SORIANO
DIRECTOR

Chairman, Xavier Sports and Country Club. Senior Managing Partner: Soriano, Saarenas & Llido Law Office. 
Corporate Secretary: RISE Foundation, Inc., ICS Development Corp., PACEMAN General Services, Kagayhaan-Davao 
Resources Management Corp., Kagayhaan-CDO Resources Management Corp. Chairman: Roadside Shops, Inc., 
Cagayan de Oro Medical Centre, Philippine National Red Cross, First Industrial Plastic Ventures, Inc. Active in civic 
and professional organizations like Integrated Bar of the Phils. – Misamis Oriental Chapter, Rotary Club of CDO, 
Philippine Association of Voluntary Arbitrators, Court of Appeals Mediation-Mindanao Station. Former Vice Mayor 
of Cagayan De Oro  (1992-1995) where he was able to pass several ordinances and resolutions that contributed to 
the development of the City. Bachelor of Laws from University of the East (UE).
 
He has no directorship in other publicly-listed companies.

JOSELITO H. SIBAYAN
DIRECTOR

Independent Director: Apex (PSE: APX). SM Prime Holdings, Inc. (PSE: SMPH). President and CEO: Mabuhay Capital. 
He was appointed as Director and Treasurer of A Brown Company, Inc. on March 28, 2017. His designation as 
Treasurer has ceased with the appointment of Mr. Joel A. Bañares on May 04, 2017.  

Prior to forming Mabuhay Capital, he was the Vice-Chairman of Investment Banking-Philippines and Philippine 
Country Manager for Credit Suisse First Boston (1998-2005). He held various positions from Senior Vice- President, 
Head of International Fixed Income Sales to Executive Director and Chief Representative at Natwest Markets (1993-
1998). He was also the Head of International Fixed Income Sales at Deutsche Bank in New York (1988-1993). He 
spent 32 years in investment banking with experience spanning securities sales and trading, capital-raising, and 
mergers & acquisitions advisory. BS Chemical Engineering from DLSU. MBA from the University of California in Los 
Angeles.

RENATO N. MIGRIÑO
DIRECTOR AND TREASURER

Currently the Treasurer of Apex Mining Co., Inc. Independent Director: Mabuhay Vinyl Corporation (PSE: MVC). 
Director and Treasurer: Monte Oro Resources & Energy, Inc. and MORE Electric & Power Corporation. Prior to his 
joining A Brown, Mr. Migriño was Treasurer, Chief Financial Officer, Senior Vice President for Finance, and 
Compliance O�cer of Philex Mining Corporation, Director and Chief Financial O�cer of Philex Gold Inc., and 
Director of FEC Resources Inc., Silangan Mindanao Mining Co., Inc., Brixton Energy & Mining Corporation and 
Lascogon Mining Corporation. He was also formerly Senior Vice President & Controller of Benguet Corporation. He 
was formerly the Treasurer (from September 1, 2015 to March 28, 2017) and Director (from September 28, 2016 to 
March 28, 2017) of A Brown Company, Inc.

Mr. Renato N. Migriño assumed the position as Director and Treasurer on January 2, 2019.

JUN HOU 
DIRECTOR

Mr. Jun Hou, Chinese, holds the position of Executive Chairman of Huili Fund Philippines, a �rm that specializes in 
buyout investments especially in real estate, energy, minerals, and health industries. He is the President of Yi Ding 
Tai International Corporation from 2012 to present, a company which conducts its operations in the Philippines 
and based in the People’s Republic of China.   Mr. Hou has been with Bank of America Merrill Lynch in both the 
United States and Hong Kong branches. He has extensive experience in international investment banking.  Mr. Hou 
obtained his Bachelor of Science degree from Northeastern Financial University and attended SBEP at the University 
of Asia & the Paci�c. 
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ENGR. JOHN L. BATAC
CHIEF OPERATING OFFICER
VICE PRESIDENT – CONSTRUCTION AND DEVELOPMENT

Former Project Development Manager (1995-2000) and AVP (2008-2014) of ABCI. Member: Philippine Institute 
of Civil Engineers, Philippine Society of Sanitary Engineers, Geodetic Engineers of the Philippines. Former 
Technical Consultant: Green Square Properties Corp. Former Instructor: International Training Center for 
Surveyors. BS Civil  Engineering from University of the East, Sanitary Engineering from National 
University and Geodetic Engineering at University of Northeastern Philippines.

ATTY. MARIE ANTONETTE U. QUINITO, CPA
CHIEF FINANCE OFFICER

She joined the A Brown Group as Comptroller in 2013. Former Chief Finance Officer from September 2015 
to December 2017 as well as a Director. Became Vice President-Comptroller e�ective January 1, 2018. Assumed 
the CFO position e�ective March 1, 2019 upon the resignation of Ignacio A. Manipula. Former Sta� Auditor of 
Sycip, Gorres, Velayo and Co. CPAs (1997). Former Finance and Admin Manager of SM Group of Companies. BS 
in Accountancy, Cum Laude at University of San Carlos. Master in Business Administration at South-
western University. Bachelor of Laws from Xavier University – Ateneo de Cagayan. She is a candidate in Doctor 
in Education Planning and Supervision at COC Phinma as well as courses with AIM and American Management 
Association.

PAUL FRANCIS B. JUAT
VICE PRESIDENT

Mr. Juat was appointed Vice President of ABCI e�ective January 1, 2019. He is a Director of Atok-Big Wedge Co., 
a publicly listed company (PSE:AB) since May 31, 2018. He is also a Director of Brown�eld Holdings Corporation, 
North Kitanglad Agricultural Co. Inc., PBJ Corporation, and Pacific Bougainville Holdings Corporation. 
He also currently serves as Assistant to the President of Apex Mining Co. Inc.. He holds a Bachelor’s Degree in 
Industrial Engineering from the University of the Philippines – Diliman.

ATTY. JASON C. NALUPTA
CORPORATE SECRETARY

Corporate Secretary or Assistant Corporate Secretary of listed �rms: Asia United Bank (AUB), Belle Corp. (BEL), 
Crown Asia Chemicals Corp. (CROWN), Paci�c Online Systems Corp. (LOTO). Director and/or Corporate Secretary 
or Assistant Corporate Secretary of private companies: Sino Cargoworks Agencies, Inc., Falcon Resources, 
Inc., Mercury Ventures, Inc., Total Gaming Technologies, Inc., Parallax Resources, Inc., SLW Development 
Corp., Metropolitan Leisure & Tourism Corp., Sagesoft Solutions, Inc., Radenta Technologies, Inc., Xirrus, Inc., 
Glypthstudios, Inc., Loto Paci�c Leisure Corp., Sta. Clara Intl Corp.. Partner at Tan Venturanza Valdez specializing 
on corporate, securities, and business laws. BS Legal Management from Ateneo de Manila University. Juris 
Doctor from Ateneo Law School.

ATTY. DANIEL WINSTON C. TAN-CHI
ASSISTANT CORPORATE SECRETARY

Partner at Picazo Buyco Tan Fider & Santos. Corporate Secretary of PTCHC, HLPC, Masinloc Consolidated Power, 
Inc., ABWCI, and 33 non-listed companies. 15 years experience in the legal services industry; project and debt 
�nancing; mergers and acquisitions; joint ventures, labor disputes and real estate.

ALLAN ACE R. MAGDALUYO, CPA
COMPLIANCE OFFICER

Former Investor Relations O�cer (2010) and Senior Finance Manager (2012) of ABCI. Licensed Real Estate 
Broker (2011) and Appraiser (2013). Former Accountant II: Department of Education - Division of Agusan del 
Sur. Former Internal Auditor for an I.T. software company and former college instructor. BS Accountancy, 
Magna Cum Laude and College Leadership Award recipient from Mindanao State University - Marawi. Masters 
in Public Administration (CAR) from Bukidnon State University - San Francisco External Studies. MS Finance 
from UP Diliman.
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INDEPENDENT AUDITOR’S REPORT
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INDEPENDENT AUDITOR S REPORT

The oard of Directors and Stockholders
A ro n ompany, Inc

avier Estates pto n, Airport Road,
alulan , a ayan de Oro ity

Report on the Audit of the Consolidated Financial Statements

Opinion

e have audited the consolidated nancial statements of A ro n ompany, Inc  and its subsidiaries (the
roup), hich comprise the consolidated statements of nancial position as at December 31, 2019 and

2018, and the consolidated statements of comprehensive income, consolidated statements of chan es in
e uity and consolidated statements of cash o s for the years then ended, and notes to the consolidated

nancial statements, includin  a summary of si ni cant accountin  policies

In our opinion, the accompanyin  consolidated nancial statements present fairly, in all material respects,
the consolidated nancial position of the roup as at December 31, 2019 and 2018, and its consolidated

nancial performance and its consolidated cash o s for the years then ended in accordance ith
Philippine Financial Reportin  Standards (PFRSs)

Basis for Opinion

e conducted our audit in accordance ith Philippine Standards on Auditin  (PSAs)   Our
responsibilities under those standards are further described in the uditor s esponsi ilities or t e udit
o  t e Consolidated Financial Statements section of our report   e are independent of the roup in
accordance ith the ode of Ethics for Professional Accountants in the Philippines ( ode of Ethics)
to ether ith the ethical re uirements that are relevant to our audit of the consolidated nancial
statements in the Philippines, and e have ful lled our other ethical responsibilities in accordance ith
these re uirements and the ode of Ethics   e believe that the audit evidence e have obtained is
su cient and appropriate to provide a basis for our opinion

ey Audit Matters

ey audit matters are those matters that, in our professional ud ment, ere of most si ni cance in our
audit of the consolidated nancial statements of the current period   These matters ere addressed in the
conte t of our audit of the consolidated nancial statements as a hole, and in formin  our opinion
thereon, and e do not provide a separate opinion on these matters   For each matter belo , our
description of ho  our audit addressed the matter is provided in that conte t
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e have ful lled the responsibilities described in the uditor s esponsi ilities or t e udit o  t e
Consolidated Financial Statements section of our report, includin  in relation to these matters
Accordin ly, our audit included the performance of procedures desi ned to respond to our assessment of
the risks of material misstatement of the consolidated nancial statements   The results of our audit
procedures, includin  the procedures performed to address the matters belo , provide the basis for our
audit opinion on the accompanyin  consolidated nancial statements

ea  estate revenue recognition

The roup s revenue reco nition process, policies and procedures are si ni cant because this involves
application of si ni cant ud ment and estimation in the follo in  areas  (1) assessment of the
probability that the entity ill collect the consideration from the buyer  (2) application of the output
method as the measure of pro ress in determinin  real estate sales  (3) determination of the actual costs
incurred as cost of real estate sales  and (4) reco nition of cost to obtain a contract

In evaluatin  hether collectability of the amount of consideration is probable, the roup considers the
si ni cance of the buyer s initial payments in relation to the total contract price (or buyer s e uity)

ollectability is also assessed by considerin  factors such as collection history, a e of receivables and
pricin  of the property   ana ement also re ularly evaluates the history of sales cancellations and back
outs to determine if these ould affect its current threshold of buyer s e uity, or chan e thereto, before
commencin  revenue reco nition

In measurin  the pro ress of its performance obli ation over time, the roup uses the output method
This method measures pro ress based on physical proportion of ork done on the real estate pro ect

hich re uires technical determination by the roup s specialists (pro ect mana ers)   This is based on
the bi monthly construction reports prepared by their in house technical team approved by the
construction mana er hich inte rates the surveys of performance to date of the construction activities
for both sub contracted and those that are ful lled by the roup itself

In determinin  the actual costs incurred to be reco ni ed as cost of real estate sales, the roup estimates
costs incurred on materials, labor and overhead hich have not yet been billed by the contractor

The roup identi es sales commission after contract inception as the cost of obtainin  the contract   For
contracts hich uali ed for revenue reco nition, the roup capitali es the total sales commission due to
sales a ent as cost to obtain contract and reco ni es the related commission payable   The roup uses
percenta e of completion (PO ) method in amorti in  sales commission consistent ith the roup s
revenue reco nition policy

The disclosures related to real estate sales and si ni cant ud ments and estimates are included in
Notes 2 and 3 to the consolidated nancial statements

udit esponse

e obtained an understandin  of the roup s revenue reco nition process

In assessin  the probability of collection from the buyer, e revie ed the mana ement s analysis by
comparin  it ith the historical e perience of collections from buyers ith accumulated payments above
the collection threshold   On a samplin  basis, e traced the analysis to supportin  documents such as the
buyer s collection report and o cial receipts
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For the application of the output method, in determinin  real estate revenue, e obtained an
understandin  of the roup s processes for determinin  the PO   e obtained the certi ed PO  reports
prepared by the pro ect mana ers and assessed their competence, capabilities and ob ectivity by
referencin  to their uali cations, e perience and reportin  responsibilities   For selected on oin
pro ects, e conducted ocular inspections, made relevant in uiries and obtained the supportin  details of
PO  reports sho in  the completion of the pro ect construction s ma or activities

For the cost of real estate sales, e obtained an understandin  of the roup s cost accumulation process
For selected pro ects, e traced costs accumulated, includin  those incurred but not yet billed costs, to
supportin  documents such as invoices and accomplishment reports from contractors, o cial receipts,
amon  others

For the reco nition of cost to obtain a contract, e obtained an understandin  of the sales commission
process   For selected contracts, e a reed the basis for calculatin  the sales commission capitali ed and
portion reco ni ed in pro t or loss, particularly (a) the percenta e of commission due a ainst contracts

ith sales a ents, (b) the total commissionable amount (e , net contract price) a ainst the related
contract to sell, and (c) the PO  a ainst the PO  used in reco ni in  the related revenue from real estate
sales

m airment of ro ert  ant an  ui ment

The roup s palm oil business has incurred losses since 2016   This as caused by the palm oil
plantation s bearer plants not reachin  their optimal fruitin  sta es   This indicates that the carryin
amount of the roup s palm oil business assets, hich are comprised primarily of property, plant and
e uipment amountin  to =P782 4 million as of December 31, 2019, may not be recoverable   The
a re ate assets of the palm oil business represents 13  of the consolidated assets of the roup as of
December 31, 2019   The roup performed an impairment testin  on its property, plant and e uipment

hich resulted in the reco nition of an impairment loss of P=14 8 million in 2019   The impairment testin
is si ni cant to our audit because the assessment of the recoverable amount of the property and
e uipment re uires si ni cant ud ment and involves estimation and assumptions about future fresh fruit
bunches (FF ) production, FF  prices, direct costs, and discount rates

udit esponse

e obtained an understandin  of the roup s palm oil business operations and the status of the palm oil
industry in eneral   e in uired from the roup s mana ement their future plans   e involved our
internal specialist in evaluatin  the methodolo ies and the assumptions used   These assumptions include
future FF  production, FF  prices, direct costs, and discount rate   e compared the key assumptions
used such as future FF  production a ainst the forecasted FF  production in accordance ith the
industry standard yield   e compared the FF  prices and direct costs ith e ternally published data

e tested the parameters used in the determination of the discount rate a ainst market data   e also
revie ed the roup s disclosures about those assumptions to hich the outcome of the impairment test is
most sensitive  speci cally those that have the most si ni cant effect on the determination of the
recoverable amount of property, plant and e uipment
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Accounting for the investments in significant associates

The roup o ns 20  of Palm oncepcion Po er orporation and Peakpo er Ener y, Inc   As discussed
in Note 2 to the consolidated nancial statements, the roup s investments in these associates are
accounted for under the e uity method   As of December 31, 2019, the investments in these associates
amounted to P=1,376 7 million (representin  23  of the roup s consolidated total assets), and the

roup s e uity in net earnin s from these associates for 2019 amounted to P=380 4 million (representin
77  of the roup s consolidated net income)   The accountin  for these investments is si ni cant to our
audit because the roup s investments and e uity in net earnin s from these associates are material to the
consolidated nancial statements

udit response

e obtained an understandin  of the roup s process in reco ni in  its e uity in net earnin s of the
associates   e also obtained an understandin  of the business transactions, the revenue reco nition
process, revie ed material items and other accounts that may have a material effect on the roup s share
in the 2019 earnin s of the associates, and revie ed ali nment of accountin  policies   e obtained the

nancial information of the associates for the year and recomputed its share in the earnin s of the
associates, as ell as the related note disclosure on investments in associates

Other Information

ana ement is responsible for the other information   The other information comprises the information
included in the SE  Form 20 IS (De nitive Information Statement), SE  Form 17 A and Annual Report
for the year ended December 31, 2019, but does not include the consolidated nancial statements and our
auditor s report thereon   The SE  Form 20 IS (De nitive Information Statement), SE  Form 17 A and
Annual Report for the year ended December 31, 2019 are e pected to be made available to us after the
date of this auditor s report

Our opinion on the consolidated nancial statements does not cover the other information and e ill not
e press any form of assurance conclusion thereon

In connection ith our audits of the consolidated nancial statements, our responsibility is to read the
other information identi ed above hen it becomes available and, in doin  so, consider hether the other
information is materially inconsistent ith the consolidated nancial statements or our kno led e
obtained in the audit, or other ise appears to be materially misstated

Responsibilities of Management and Those Charged ith Governance for the Consolidated
Financial Statements

ana ement is responsible for the preparation and fair presentation of the consolidated nancial
statements in accordance ith PFRSs, and for such internal control as mana ement determines is
necessary to enable the preparation of consolidated nancial statements that are free from material
misstatement, hether due to fraud or error
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In preparin  the consolidated nancial statements, mana ement is responsible for assessin  the roup s
ability to continue as a oin  concern, disclosin , as applicable, matters related to oin  concern and
usin  the oin  concern basis of accountin  unless mana ement either intends to li uidate the roup or to
cease operations, or has no realistic alternative but to do so

Those char ed ith overnance are responsible for overseein  the roup s nancial reportin  process

Auditor s Responsibilities for the Audit of the Consolidated Financial Statements

Our ob ectives are to obtain reasonable assurance about hether the consolidated nancial statements as a
hole are free from material misstatement, hether due to fraud or error, and to issue an auditor s report

that includes our opinion   Reasonable assurance is a hi h level of assurance, but is not a uarantee that an
audit conducted in accordance ith PSAs ill al ays detect a material misstatement hen it e ists

isstatements can arise from fraud or error and are considered material if, individually or in the
a re ate, they could reasonably be e pected to in uence the economic decisions of users taken on the
basis of these consolidated nancial statements

As part of an audit in accordance ith PSAs, e e ercise professional ud ment and maintain
professional skepticism throu hout the audit   e also

Identify and assess the risks of material misstatement of the consolidated nancial statements,
hether due to fraud or error, desi n and perform audit procedures responsive to those risks, and

obtain audit evidence that is su cient and appropriate to provide a basis for our opinion   The risk of
not detectin  a material misstatement resultin  from fraud is hi her than for one resultin  from error,
as fraud may involve collusion, for ery, intentional omissions, misrepresentations, or the override of
internal control

Obtain an understandin  of internal control relevant to the audit in order to desi n audit procedures
that are appropriate in the circumstances, but not for the purpose of e pressin  an opinion on the
effectiveness of the roup s internal control

Evaluate the appropriateness of accountin  policies used and the reasonableness of accountin
estimates and related disclosures made by mana ement

onclude on the appropriateness of mana ement s use of the oin  concern basis of accountin  and,
based on the audit evidence obtained, hether a material uncertainty e ists related to events or
conditions that may cast si ni cant doubt on the roup s ability to continue as a oin  concern   If

e conclude that a material uncertainty e ists, e are re uired to dra  attention in our auditor s
report to the related disclosures in the consolidated nancial statements or, if such disclosures are
inade uate, to modify our opinion   Our conclusions are based on the audit evidence obtained up to
the date of our auditor s report   o ever, future events or conditions may cause the roup to cease
to continue as a oin  concern

Evaluate the overall presentation, structure and content of the consolidated nancial statements,
includin  the disclosures, and hether the consolidated nancial statements represent the underlyin
transactions and events in a manner that achieves fair presentation

Obtain su cient appropriate audit evidence re ardin  the nancial information of the entities or
business activities ithin the roup to e press an opinion on the consolidated nancial statements

A member firm of Ernst & Young Global Limited
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•

•

•

•

•
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e are responsible for the direction, supervision and performance of the audit   e remain solely
responsible for our audit opinion

e communicate ith those char ed ith overnance re ardin , amon  other matters, the planned scope
and timin  of the audit and si ni cant audit ndin s, includin  any si ni cant de ciencies in internal
control that e identify durin  our audit

e also provide those char ed ith overnance ith a statement that e have complied ith relevant
ethical re uirements re ardin  independence, and to communicate ith them all relationships and other
matters that may reasonably be thou ht to bear on our independence, and here applicable, related
safe uards

From the matters communicated ith those char ed ith overnance, e determine those matters that
ere of most si ni cance in the audit of the consolidated nancial statements of the current period and

are therefore the key audit matters   e describe these matters in our auditor s report unless la  or
re ulation precludes public disclosure about the matter or hen, in e tremely rare circumstances, e
determine that a matter should not be communicated in our report because the adverse conse uences of
doin  so ould reasonably be e pected to out ei h the public interest bene ts of such communication

The en a ement partner on the audit resultin  in this independent auditor s report is Alvin  Pinpin

S IP ORRES E A O  O

Alvin  Pinpin
Partner

PA erti cate No  94303
SE  Accreditation No  0781 AR 3 ( roup A),
 April 3, 2018, valid until April 2, 2021
Ta  Identi cation No  198 819 157

IR Accreditation No  08 001998 70 2018,
 February 26, 2018, valid until February 25, 2021
PTR No  8125280, January 7, 2020, akati ity

June 11, 2020
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ey.com/ph
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

A BROWN COMPANY, INC. AND SUBSIDIARIES

*SGVFSM002148*

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31

2019 2018

ASSETS

Current Assets
ash (Note 4) P=74,999,881 P=75,730,032

Receivables (Note 5) 746,447,264 152,796,428
ontract assets (Notes 14 and 26) 128,936,113 233,125,761

Receivables from related parties (Note 15) 114,385,359 86,896,516
Real estate inventories (Note 6) 1,580,964,264 1,596,802,518
Inventories (Note 7) 154,605,096 150,207,088
E uity instruments at fair value throu h pro t or loss (EIF P )

(Note 9) 63,484,441 233,170,738
Other current assets (Note 8) 349,774,970 271,033,265
 Total Current Assets 3,213,597,388 2,799,762,346

Noncurrent Assets
Receivables net of current portion (Note 5) 146,248,831 102,432,352

ontract assets net of current portion (Notes 14 and 26) 6,294,565 77,708,587
E uity instruments at fair value throu h other comprehensive

income (EIF O I) (Note 9) 167,561,453 168,647,685
Investments in associates (Note 10) 1,430,401,980 1,232,298,149
Investment properties (Note 11) 97,133,941 115,269,635
Property, plant and e uipment (Note 12) 880,355,966 892,143,269
Deferred ta  assets (Note 20) 13,013,537 12,532,479
Other noncurrent assets (Note 8) 140,857,610 65,431,779
 Total Noncurrent Assets 2,881,867,883 2,666,463,935

TOTAL ASSETS P=6,095,465,271 P=5,466,226,281

LIABILITIES AND EQUITY

Current Liabilities
Accounts and other payables (Note 13) P=582,695,156 P=537,796,223
Short term debt (Note 16) 378,100,000 687,048,719

urrent portion of lon term debt (Note 16) 212,402,746 325,725,830
ontract liabilities (Notes 14 and 26) 139,504,435 68,365,034

Total Current Liabilities 1,312,702,337 1,618,935,806

Noncurrent Liabilities
on term debt net of current portion (Note 16) 609,287,221 272,121,907

Retirement bene t obli ation (Note 19) 46,378,752 28,619,816
Deferred ta  liabilities net (Note 20) 150,611,365 57,832,894
 Total Noncurrent Liabilities 806,277,338 358,574,617
 Total Liabilities P=2,118,979,675 P=1,977,510,423

For ard
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

*SGVFSM002148*

December 31

2019 2018

Equity Attributable to Equity Holders of the Parent Company
apital stock (Note 17) P=2,477,668,925 P=2,477,668,925

Additional paid in capital (Note 17) 637,968,859 637,968,859
Retained earnin s (Note 17) 1,143,092,830 648,147,097
Fair value reserve of EIF O I(Note 9) (266,509,340) (265,423,108)
Remeasurement loss on retirement bene t obli ation  net of ta

(Note 19) (20,084,934) (10,036,442)
umulative translation ad ustment 1,006,585 (3,104,652)

3,973,142,925 3,485,220,679
Noncontrolling Interests (Note 17) 3,342,671 3,495,179
Total Equity 3,976,485,596 3,488,715,858

TOTAL LIABILITIES AND EQUITY P=6,095,465,271 P=5,466,226,281

See accompanying Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

A BROWN COMPANY, INC. AND SUBSIDIARIES

*SGVFSM002148*

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(With Comparative Figures for 2017)

Years Ended December 31

2019 2018 2017

REVENUES
Real estate sales (Note 26) P=942,735,766 P=705,185,689 P=470,335,294
Sale of a ricultural oods (Note 26) 63,724,600 100,440,355 62,844,831

ater service (Note 26) 21,349,825 20,441,816 18,244,766
1,027,810,191 826,067,860 551,424,891

COST AND E PENSES
ost of real estate sold (Note 6) 355,232,138 293,665,861 235,023,561
ost of a ricultural oods sold (Note 7) 49,684,623 82,826,053 50,886,827
ost of ater service income 11,989,512 9,625,079 7,642,510

416,906,273 386,116,993 293,552,898

GROSS PROFIT 610,903,918 439,950,867 257,871,993

GENERAL, ADMINISTRATIVE AND
 SELLING E PENSES(Note 18) 265,202,196 318,401,128 253,653,513

OTHER INCOME (E PENSES)
Share in net income of associates (Note 10) 380,303,831 252,093,316 92,018,263

nreali ed ain (loss) on EIF P (Note 9) (43,513,896) 16,672,566 –
ain (loss) on sale of EIF P  (Note 9) (32,094,814) 10,099,242 –

Interest e pense (Note 16) (23,059,066) (84,031,327) (85,542,204)
Impairment loss (Notes 8 and 12) (21,957,000) (17,559,508) –

ain on sale of available for sale (AFS)
investments – – 265,837,561

nreali ed forei n e chan e ain (loss) 10,668 14,704,981 347,371
Other income (Note 22) 20,993,466 35,300,717 18,906,045

280,683,189 227,279,987 291,567,036

INCOME BEFORE INCOME TA 626,384,911 348,829,726 295,785,516

PROVISION FOR (BENEFIT FROM)
 INCOME TA (Note 20)

urrent 36,749,735 40,240,501 7,678,114
Deferred 94,841,951 19,833,120 (11,474,487)

131,591,686 60,073,621 (3,796,373)

NET INCOME P=494,793,225 P=288,756,105 P=299,581,889

For ard
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

*SGVFSM002148*

Years Ended December 31

2019 2018 2017

OTHER COMPREHENSIVE INCOME
 (LOSS)
tem t at ill e reclassi ed to pro t or loss in

su se uent periods
E chan e differences in forei n currency

translation P=4,111,237 (P=6,584,862) P=3,480,210
tems t at ill not e reclassi ed to pro t or loss

in su se uent periods
Remeasurement ain (loss) on de ned

bene t plan net of ta  effect (Note 19) (10,048,492) 4,806,470 (1,212,499)
Net chan e in fair value of EIF O I (Note 9) (1,086,232) 28,900,000 –
Net chan e in fair value of AFS investments – – (613,817,909)

(7,023,487) 27,121,608 (611,550,198)

TOTAL COMPREHENSIVE INCOME
 (LOSS) P=487,769,738 P=315,877,713 (P=311,968,309)

Net Income Attributable to
E uity holders of the Parent ompany P=494,945,733 P=288,774,597 P=299,590,438
Noncontrollin  Interests (Note 17) (152,508) (18,492) (8,549)

P=494,793,225 P=288,756,105 P=299,581,889

Total Comprehensive Income (Loss)
 Attributable to
E uity holders of the Parent ompany P=487,922,246 P=315,896,205 (P=311,959,760)
Noncontrollin  Interests (Note 17) (152,508) (18,492) (8,549)

P=487,769,738 P=315,877,713 (P=311,968,309)

Basic Earnings per Share (Note 17) P=0.20 P=0 12 P=0 14

See accompanying Notes to Consolidated Financial Statements.
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 CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
FLOWS

A A A A

*SGVFSM002148*

A A A
t t e es

e s e e e e

2018 2017

A A A
Income before income tax P348,82 ,72 P2 5,785,51
Adjustments for:

Unreali ed loss on EIF P  (Note ) (10,0 ,242)
Depreciation (Note 12) 25,422,25 11,73 ,258

oss (gain) on sale of:
EIF P (Note ) (1 , 72,5 )
AFS investments (2 5,837,5 1)
Property, plant and equipment (Notes 12 and 22) (2, , 8) 2 , 73
Investment properties (Notes 11 and 22)

Interest expense (Note 1 ) 84,031,327 85,542,204
Impairment loss (Notes 8 and 12) 17,55 ,508
Net changes in retirement benefit obligation (Note 1 ) 8, 7 , 0 ,245, 87
Share in net income of associates (Note 10) (252,0 3,31 ) ( 2,018,2 3)
Interest income (Note 22) (2,281, 00) ( ,411,751)
Unreali ed foreign exchange loss (gain) (14,704, 81) 347,371

Operating income before working capital changes 185,701,134 35,422,134
Decrease (increase) in:

Receivables 244,102,0 1 ( 2,5 ,7 )
Contract assets (310,834,348)

Real estate inventories (114,738,074) (22,1 ,740)
Inventories ( 5,2 3,8 7) ,342,5 8
Other current assets 10,532, 72 (22,803,11 )

Increase in:
Accounts and other payables 47, 50, 45 218,217,514
Contract liabilities 11,17 ,817
Deposits from customers 13,588, 1

Net cash from (used in) operations 8,327,310 13 ,004,204
Interest received (Note 22) 2,281,5 ,411,751
Net cash from operating activities 10, 08, 0 145,415, 55

A A
Proceeds from sale of:

EIF P  (Note ) 122,755,440
AFS investments 387,541,250
Investment properties (Note 11)
Property, plant and equipment (Note 12) 3, 08,51 478,

Dividends received from associates (Note 10) 13,005,420
Acquisition of associate (74,884, )
Additions to property, plant and equipment (Note 12) (22,145, 41) (2 ,252, 20)
Decrease (increase) in:

Receivables from related parties 7 ,2 0,185 225,874
Other noncurrent assets 2,847,530 470, 48

Net cash from investing activities 1 , 31,150 284,57 ,152

For ard
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e s e e e e

2018 2017

A A
A (Note 25)

Proceeds from long-term debt P108,815,2 8 P 5,142, 01
Payments of long-term debt (403, ,5 7) (317, 15,505)
Net proceeds from (payments of) short-term debt 142,548,71 (78, 71, 05)
Interest paid (including capitali ed borrowing cost) (81,140,117) (85,542,204)
Net cash used in financing activities (233,442, 7) (387,28 ,713)

A A A
A 8,120,118 2,272, 47

A A A (18,082,520) 44, 81,041

A A A (Note 4) 3,812,552 48,831,511

A A A (Note 4) P75,730,032 P 3,812,552

See accom anying otes to Consolidated Financial Statements .
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A A A A
t t e es

1. te t

A rown Company, Inc. (the Parent Company or A CI), a publicly-listed company, was
incorporated and registered with the Philippine Securities and Exchange Commission (SEC) on
December 21, 1  as endana rown Pi arro and Associates, Inc. to primarily engage in the
business of property development and to invest in shares of stocks of listed companies.  On
December 28, 2012, upon amendment of Article I  of the Articles of Incorporation, approved among
others that That the term for which the Parent Company is to exist is extended for another fifty (50)
years from and after the date of the expiration of the original corporate term on December 20, 201 .

The Parent Company is engaged in the business of real estate development located in Cagayan de Oro
City and Initao in Misamis Oriental, Cainta, Ri al  alencia City, ukidnon and utuan City, Agusan
del Norte.

The Parent Company’s shares of stock are listed and are currently traded at the Philippine Stock
Exchange (PSE).

The principal place of business and registered o ce address of the Parent Company is avier Estates
Uptown, Airport Road, alulang, Cagayan de Oro City.

The Subsidiaries
The Parent Company, through its subsidiaries, also ventured into palm oil milling, power generation
and holdings of investments.  The following are the subsidiaries of the Parent Company:

A Bro n Energy and esources Develo ment, Inc  ABE DI
A ERDI is a 100  owned subsidiary of the Parent Company incorporated and registered with the
SEC on February 1, 2001 to primarily engage in the business of manufacturing and trading of palm
oil and other palm products including, but not limited to refined bleached deodori ed oil, palm olein,
crude palm oil, palm stearin, palm acid oil, palm fatty acid distillate, and palm kernels.

Palm hermal Consolidated oldings, Cor  P C C
PTCHC is a 100  owned subsidiary of the Parent Company registered with the SEC on November
22, 2010.  Its primary purpose is to purchase, acquire, own, hold, lease, sell and convey properties of
every kind and description, including land, buildings, factories and warehouses and machinery,
equipment, the goodwill, shares of stock, equity, rights, and property of any person, firm, association,
or corporation and other personal properties as may be necessary or incidental to the conduct of the
corporate business and to pay cash, shares of its capital stock, debentures and other evidences of
indebtedness, or other securities, as may be deemed expedient, for any business or property acquired
by the corporation.

Bla e Ca ital imited BC
C  is a 100  owned subsidiary of the Parent Company registered with I Financial Services

Commission as a ritish irgin Island ( I) usiness Company in August 8, 2011 under the I
usiness Companies Act 2004.  Subject to the Act and any other I legislation, the Company has

irrespective of corporate benefit (a) full capacity to carry on or undertake any business or activity, do
any act or enter into any transactions  and (b) for the purposes of (a), full rights, powers and
privileges.
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ydro in  Pro ects Cor  PC
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H PC is a 100  owned subsidiary of the Parent Company registered with the SEC on May , 2010.
The Company’s primary purpose is to engage in, conduct and carry on the business of developing,
constructing, operating, repairing, and maintaining hydro-electrical plants and system and other
power generating or converting stations, manufacture, operation and repair of related mechanical and
electrical equipment.

AB Bul  ater Com any, Inc  ABB CI
A CI is a 100  owned subsidiary of the Parent Company registered with the SEC on
March 31, 2015.  The Company was organi ed primarily to engage in the business of holding and
providing rights to water to public utilities and cooperatives or in water distribution in the
Municipality of Opol and related activities.

Masinloc Consolidated Po er, Inc  MCPI
MCPI is a 4  owned subsidiary of the Parent Company registered with the SEC on July 4, 2007.
The Company was organi ed primarily to engage in, conduct and carry on the business of
construction, planning, purchase, supply and sale of electricity.  The Company is registered under the
Foreign Investments Act of 1 1 on July , 2007.

Sim le omes Develo ment, Inc  S DI
SHDI is a 100  owned subsidiary of the Parent Company registered with the SEC on February 2 ,
1 7.  The Company was organi ed primarily to invest in, purchase or otherwise acquire and own,
hold, sell, assign, transfer, mortgage, pledge, exchange, or otherwise dispose of real and personal
property of every kind and description, and related activities.

a een Cor oration C
NC is a 100  owned subsidiary of the Parent Company through A ERDI registered with the SEC on
February 2, 1 7.  The Company’s primary purpose is to engage in the business of agriculture in all
aspects, including but not limited to, the operation of fishponds and fish pens, the raising of cattle,
both large and small, the raising of hogs and chicken and any and all other activities related to or
incidental to the foregoing markets.  The Company is also engaged in selling palm seedlings and
bunch.

Bonsai Agri Cor oration BAC
AC is a 100  owned subsidiary of the Parent Company through A ERDI registered with the SEC

on February 2, 1 7.  The Company was organi ed to engage in business of agriculture in all aspect,
including but not limited to operation of fishponds and fish pens, the raising of cattle, both large and
small, the raising of hogs and chickens and all other activities related to or incidental to the foregoing,
and to market, sell, or otherwise dispose of any produce and products in both local and foreign
markets.

The accompanying consolidated financial statements of the Group as of December 31, 201  and 2018
and for each of the three years in the period ended December 31, 201  were approved and authori ed
for issue by the OD on June 11, 2020.
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t A t es

asis of Preparation
The consolidated financial statements include the financial statements of the Parent Company and its
subsidiaries (collectively referred to as the Group ).

The accompanying consolidated financial statements have been prepared using the historical cost
basis, except for EIF P  and EIF OCI that are carried at fair value.  The consolidated financial
statements are presented in Philippine Peso (P), which is the functional currency of the Parent
Company.  All subsidiaries and associates also use P as functional currency, except for la e Capital

imited ( C ) whose functional currency is US Dollar ( ).  All amounts are rounded off to the
nearest Philippine Peso, except when otherwise indicated.

The consolidated financial statements provide comparative information in respect of the previous
period.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in compliance with Philippine
Financial Reporting Standards (PFRSs), which include the availment of the reliefs granted by the
SEC under Memorandum Circular Nos. 14-2018, 3-201  and 4-2020 for the following
implementation issues of PFRS 15 affecting the real estate industry:
a. Exclusion of land in the determination of percentage of completion (POC) discussed in PIC Q&A

No. 2018-12-E
b. Accounting for significant financing component discussed in PIC Q&A No. 2018-12-D
c. Adoption of PIC Q&A No. 2018-14: PFRS 15 Accounting for Cancellation of eal Estate Sales
d. Adoption of IFRIC Agenda Decision on Over Time Transfer of Constructed Goods (PAS 23,

Borro ing Cost) for the Real Estate Industry

The term PFRSs in general includes all applicable PFRSs, Philippine Accounting Standards and
interpretations of the Philippine Interpretations Committee, Standing Interpretations Committee (SIC)
and the International Financial Reporting Interpretations Committee (IFRIC) which have been
approved by the Financial Reporting Standards Council.

asis of Consolidation
The consolidated financial statements comprise the financial statements of the Parent Company and
its subsidiaries as at December 31, 201  and 2018, and for each of the three years in the period ended
December 31, 201 .

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement
with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if and only if the Group has:

Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee)
Exposure, or rights, to variable returns from its involvement with the investee  and,
The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights result in control.  To support this
presumption and when the Group has less than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and circumstances in assessing whether it has power
over an investee, including:

The contractual arrangement with the other vote holders of the investee
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Rights arising from other contractual arrangements  and,
The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control.  Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group loses control
of the subsidiary.  Assets, liabilities, income and expenses of a subsidiary acquired or disposed of
during the year are included or excluded in the consolidated financial statements from the date the
Group gains control or until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the noncontrolling interests (NCI), even if this results in the
NCI having a deficit balance.  The consolidated financial statements are prepared using uniform
accounting policies for like transactions and other similar events.  hen necessary, adjustments are
made to the financial statements of subsidiaries to bring their accounting policies into line with the
Group’s accounting policies.  All intra-group assets and liabilities, equity, income, expenses and cash

ows relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.  If the Group loses control over a subsidiary, it derecogni es the related assets
(including goodwill), liabilities, non-controlling interest and other components of equity, while any
resultant gain or loss is recogni ed in profit or loss.  Any investment retained is recogni ed at fair
value.

The consolidated financial statements comprise the financial statements of the Parent Company and
the following subsidiaries:

e t e e e t e e s
2018 2017

A rown Energy and Resource Development Inc. (A ERDI) 100 100
Nakeen Corporation (NC) 100 100

onsai Agri Corporation ( AC) 100 100
Palm Thermal Consolidated Holdings Corp. (PTCHC) 100 100
Hydro ink Projects Corp. (H PC) 100 100
A  ulk ater Company, Inc. (A CI) 100 100

C 100
Simple Homes Development, Inc. (SHDI) 100 100
Masinloc Consolidated Power, Inc. (MCPI) 4 4

 re o erating subsidiaries
 non o erating subsidiary

Noncontrolling Interests
Noncontrolling interests represent the portion of profit or loss and net assets not owned, directly or
indirectly, by the Group.

Noncontrolling interests are presented separately in the consolidated statement of income,
consolidated statement of comprehensive income, and within equity in the consolidated statement of
financial position, separately from parent shareholder’s equity.  Any losses applicable to the
noncontrolling interests are allocated against the interests of the noncontrolling interest even if this
results to the noncontrolling interest having a deficit balance.  The acquisition of an additional
ownership interest in a subsidiary without a change of control is accounted for as an equity
transaction.  Any excess or deficit of consideration paid over the carrying amount of the
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noncontrolling interest is recogni ed in equity of the parent in transactions where the noncontrolling

*SGVFSM002148*

interest are acquired or sold without loss of control.

As at December 31, 201  and 2018, percentage of noncontrolling interests pertaining to MCPI
amounted to 51 .  The voting rights held by the noncontrolling interests are in proportion of their
ownership interest.

Adoption of New and Amended Accounting Standards and Interpretations
The accounting policies adopted are consistent with those of the previous financial year, except that
the Group has adopted the following new accounting pronouncements starting January 1, 201 .
Unless otherwise indicated, adoption of these pronouncements did not have any significant impact on
the Group’s financial position or performance.

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

PFRS 1 , eases

PFRS 1  supersedes PAS 17, eases, Philippine Interpretation IFRIC 4,Determining hether an
Arrangement contains a ease, Philippine Interpretation SIC-15, erating eases Incentives
and Philippine Interpretation SIC-27,Evaluating the Substance of ransactions Involving the

egal Form of a ease.  The standard sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to recogni e most leases on the
consolidated statement of financial position.

essor accounting under PFRS 1  is substantially unchanged from today’s accounting under PAS
17.  essors will continue to classify all leases using the same classification principle as in PAS
17 and distinguish between two types of leases: operating and finance leases.  Therefore, PFRS
1  did not have an impact for leases where the Group is the lessor.

The Group adopted PFRS 1  using the modified retrospective approach upon adoption of
PFRS 1  in 201  and elects to apply the standard to contracts that were previously identified as
leases applying PAS 17 and Philippine Interpretation IFRIC-4.  Under the modified retrospective
approach, the Group recogni ed right-of-use asset based on its carrying amount as if PFRS 1
had always been applied while the lease liability is recogni ed at date of adoption, January 1,
201 .

The Group will therefore not apply the standard to contracts that were not previously identified as
containing a lease applying PAS 17 and Philippine Interpretation IFRIC-4.  The Group also
elected to use the recognition exemptions for lease contracts that, at the commencement date,
have a lease term of 12 months or less and do not contain a purchase option (short-term leases),
and lease contracts for which the underlying asset is of low value (low-value assets).

On August 200 , the Group entered into Development Contracts (DCs) with a unungan Sa
Mga Mag uuma sa aanibungan ( ASAMA A) and ahug ongan sa mga Mag uma sa
Barangay ingalan ( M T) identified as contracts containing leases scoped in under PFRS 1 .
The contracts provide the Group for the rights to use the parcels of land from various landowners
for the establishment of palm oil plantations.  The Group paid advance rentals for the rights to use
parcels of land and there are no future lease payments related to these lease contracts.
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The effect of adoption PFRS 1  as at January 1, 201  is, as follows:

*SGVFSM002148*

Increase (Decrease)
Assets
Property, plant and equipment:

Right-of-use asset P30,535,735
Other noncurrent assets

Prepaid land rights (30,535,735)

ased on the above, as at January 1, 201 :

Property, plant and equipment was recogni ed amounting to P30.5 million representing the
amount of right-of-use assets set up on transition date.
Prepaid land rights under Other noncurrent assets  of P30.5 million were derecogni ed.

Philippine Interpretation IFRIC-23, ncertainty over Income a  reatments

The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of PAS 12,Income a es.  It does not apply to taxes or
levies outside the scope of PAS 12 nor does it specifically include requirements relating to
interest and penalties associated with uncertain tax treatments.  The Interpretation specifically
addresses the following:

hether an entity considers uncertain tax treatments separately
The assumptions an entity makes about the examination of tax treatments by taxation
authorities
How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax
credits and tax rates
How an entity considers changes in facts and circumstances

The entity is required to determine whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax treatments and use the approach that better predicts
the resolution of the uncertainty.  The entity shall assume that the taxation authority will examine
amounts that it has a right to examine and have full knowledge of all related information when
making those examinations.  If an entity concludes that it is not probable that the taxation
authority will accept an uncertain tax treatment, it shall re ect the effect of the uncertainty for
each uncertain tax treatment using the method the entity expects to better predict the resolution of
the uncertainty.

Amendments to PAS 28, ong term Interests in Associates and Joint entures
Amendments to PFRS ,Pre ayment Features ith egative Com ensation

These amendments are not expected to have any impact on the Group.

Amendments to PAS 1 ,Em loyee Benefits, Plan Amendment, Curtailment or Settlement

The amendments to PAS 1  address the accounting when a plan amendment, curtailment or
settlement occurs during a reporting period.  The amendments specify that when a plan
amendment, curtailment or settlement occurs during the annual reporting period, an entity is
required to:
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Determine current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) re ecting the benefits offered under the plan and the plan assets after
that event.

Determine net interest for the remainder of the period after the plan amendment, curtailment
or settlement using: the net defined benefit liability (asset) re ecting the benefits offered
under the plan and the plan assets after that event  and the discount rate used to remeasure
that net defined benefit liability (asset).

The amendments also clarify that an entity first determines any past service cost, or a gain or loss
on settlement, without considering the effect of the asset ceiling.  This amount is recogni ed in
profit or loss.  An entity then determines the effect of the asset ceiling after the plan amendment,
curtailment or settlement.  Any change in that effect, excluding amounts included in the net
interest, is recogni ed in other comprehensive income (OCI).

The amendments had no impact on the Group’s consolidated financial statements as it did not
have any plan amendments, curtailments, or settlements during the period.

Annual Im rovements to PF Ss2015-2017 Cycle

Amendments to PFRS 3, Business Combinations
Amendments to PFRS 11,Joint Arrangements, Previously eld Interest in a Joint eration
Amendments to PAS 12,Income a  Conse uences of Payments on Financial Instruments

Classified as E uity

These amendments are not expected to have any impact on the Group.

Amendments to PAS 23,Borro ing Costs, Borro ing Costs Eligible for Ca itali ation

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

An entity applies those amendments to borrowing costs incurred on or after the beginning of
the annual reporting period in which the entity first applies those amendments.  An entity
applies those amendments for annual reporting periods beginning on or after January 1, 201 ,
with early application permitted.

Since the Group’s current practice is in line with these amendments, they had no impact on
the consolidated financial statements of the Group.

Standards Issued but Not et Effective
Pronouncements issued but not yet effective are listed below.  Unless otherwise indicated, the Group
does not expect that the future adoption of the said pronouncements to have a significant impact on its
consolidated financial statements.  The Group intends to adopt the following pronouncements when
they become effective.

Effective beginning on or after January 1, 2020

*SGVFSM002148*

Amendments to PFRS 3,Definition of a Business

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

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

These amendments are currently not applicable to the Group but may apply to future transactions.

Amendments to PAS 1,Presentation of Financial Statements, and PAS 8,Accounting Policies,
Changes in Accounting Estimates and Errors,Definition of Material

The amendments refine the definition of material in PAS 1 and align the definitions used across
PFRSs and other pronouncements.  They are intended to improve the understanding of the
existing requirements rather than to significantly impact an entity’s materiality judgements.

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

Effective beginning on or after January 1, 2021

PFRS 17,Insurance Contracts

This standard is not expected to have any impact on the Group.

Deferred effectivity

Deferment of Application of the Provisions of the PIC Q&A No. 2018-12 for the Real Estate
Industry

On February 14, 2018, the Philippines Interpretation Committee (PIC) issued PIC Q&A 2018-12
which provides guidance on some implementation issues of PFRS 15 affecting real estate
industry.  Subsequently on October 25, 2018, the Philippine SEC issued SEC Memorandum
Circular No. 14 Series of 2018 (the Memorandum) which provides relief to the real estate
industry by deferring the application of the following provisions of the PIC Q&A No. 2018-12
(Q&A) for a period of three years until December 31, 2020:
a. Exclusion of land and uninstalled materials in the determination of percentage of completion

(POC) discussed in PIC Q&A No. 2018-12-E
b. Accounting for significant financing component discussed in PIC Q&A No. 2018-12-D
c. Accounting to Common Usage Service Area (CUSA) Charges discussed in PIC Q&A

No. 2018-12-H.
d. Accounting for Cancellation of Real Estate Sales in PIC Q&A No. 2018-14.
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Effective beginning on or after January 1, 2020
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Amendments to PFRS 3,Definition of a Business

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

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

These amendments are currently not applicable to the Group but may apply to future transactions.

Amendments to PAS 1,Presentation of Financial Statements, and PAS 8,Accounting Policies,
Changes in Accounting Estimates and Errors,Definition of Material

The amendments refine the definition of material in PAS 1 and align the definitions used across
PFRSs and other pronouncements.  They are intended to improve the understanding of the
existing requirements rather than to significantly impact an entity’s materiality judgements.

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

Effective beginning on or after January 1, 2021

PFRS 17,Insurance Contracts

This standard is not expected to have any impact on the Group.

Deferred effectivity

Deferment of Application of the Provisions of the PIC Q&A No. 2018-12 for the Real Estate
Industry

On February 14, 2018, the Philippines Interpretation Committee (PIC) issued PIC Q&A 2018-12
which provides guidance on some implementation issues of PFRS 15 affecting real estate
industry.  Subsequently on October 25, 2018, the Philippine SEC issued SEC Memorandum
Circular No. 14 Series of 2018 (the Memorandum) which provides relief to the real estate
industry by deferring the application of the following provisions of the PIC Q&A No. 2018-12
(Q&A) for a period of three years until December 31, 2020:
a. Exclusion of land and uninstalled materials in the determination of percentage of completion

(POC) discussed in PIC Q&A No. 2018-12-E
b. Accounting for significant financing component discussed in PIC Q&A No. 2018-12-D
c. Accounting to Common Usage Service Area (CUSA) Charges discussed in PIC Q&A

No. 2018-12-H.
d. Accounting for Cancellation of Real Estate Sales in PIC Q&A No. 2018-14.
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nder the same SE  Memorandum ircular o.  Series of 2019, the adoption of PI  A

*SGVFSM002148*

o. 2018-1 :    cco nting for ancellation of eal tate ale  was also deferred
until ecember 1, 2020.

The Memorandum also provided the mandatory disclosure requirements should the real estate
company decided to avail of any relief.  isclosures should include:

The accounting policies applied.
iscussion of the deferral of the sub ect implementation issues in the PI  A
ualitative discussion of the impact to the consolidated financial statements had the

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

Except for the SA charges discussed under PI  A o. 2018-12-H which applies to leasing
transactions, the above deferral will only be applicable to real estate sales transactions.

Effective anuary 1, 2021, real estate companies will adopt PI  A o. 2018-12 and PI  A
o. 2018-1  and any subsequent amendments thereof retrospectively or as the SE  will later

prescribe.

The Accounting to ommon sage Service Area ( SA) harges discussed in PI  A
o. 2018-12-H does not affect the Group s consolidated financial statements since the Group

does not enter into any leasing transactions in the context of this interpretation.

The Group availed of the deferral of adoption of the above specific provisions of PI  As.
Had these provisions been adopted, it would have the following impact on the consolidated
financial statements:

The exclusion of land and uninstalled materials in the determination of PO  would reduce
the percentage of completion of real estate pro ects resulting in a decrease in retained
earnings as at anuary 1, 2019 as well as a decrease in the revenue from real estate sales in
2019.  This would result to the land portion of sold inventories together with connection fees,
to be treated as contract fulfillment asset.
The mismatch between the PO  of the real estate pro ects and right to an amount of
consideration based on the schedule of payments explicit in the contract to sell ( TS) would
constitute a significant financing component.  Interest income would have been recognized
for contract assets and interest expense for contract liabilities using the effective interest rate
(EIR) method and this would have impacted retained earnings as at anuary 1, 2019 and the
revenue from real estate sales in 2019.  urrently, any significant financing component
arising from the mismatch discussed above is not considered for revenue recognition
purposes.

pon sales cancellation, the repossessed inventory would be recorded at fair value plus cost
to repossess (or fair value less cost to repossess if this would have been opted).  This would
have increased retained earnings as at anuary 1, 2019 and gain from repossession in 2019.

urrently, the Group records the repossessed inventory at its original carrying amount and
recognize any difference between the carrying amount of the derecognized receivable and the
repossessed property in profit or loss.
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eferment of Implementation of IFRI  Agenda ecision on Over Time Transfer of onstructed
Goods (PAS 2 , orro ing o t) for the Real Estate Industry

In March 2019, IFRI  published an Agenda ecision on whether borrowing costs can be
capitalized on real estate inventories that are under construction and for which the related revenue
is will be recognized over time under par. (c) of PFRS 1 , e en e fro  ontract  it

to er .  IFRI  concluded that borrowing costs cannot be capitalized for such real estate
inventories as they do not meet the definition of a qualifying asset under PAS 2  considering that
these inventories are ready for their intended sale in their current condition.

The IFRI  agenda decision would change the Group s current practice of capitalizing borrowing
costs on real estate pro ects with pre-selling activities.

On February 11, 2020, the Philippine SE  issued Memorandum ircular o. , Series of 2020
providing relief to the Real Estate Industry by deferring the mandatory implementation of the
above IFRI  Agenda ecision until ecember 1, 2020.  Effective anuary 1, 2021, the Real
Estate Industry will adopt the IFRI  agenda decision and any subsequent amendments thereto
retrospectively or as the SE  will later prescribe.  A real estate company may opt not to avail of
the deferral and instead comply in full with the requirements of the IFRI  agenda decision.

For real estate companies that avail of the deferral, the SE  requires disclosure in the otes of
the accounting policies applied, a discussion of the deferral of the sub ect implementation issues,
and a qualitative discussion of the impact in the consolidated financial statements had the IFRI
agenda decision been adopted.

For real estate companies that avail of the deferral, the SE  requires disclosure in the otes to the
Financial Statements of the accounting policies applied, a discussion of the deferral of the sub ect
implementation issues, and a qualitative discussion of the impact in the consolidated financial
statements had the IFRI  agenda decision been adopted.

The Group opted to avail of the relief as provided by the SE .  Had the Group adopted the IFRI
agenda decision, borrowing costs capitalized to real estate inventories related to pro ects with pre-
selling activities should have been expensed out in the period incurred.

Amendments to PFRS 10, on oli ate  inancial tate ent and PAS 28, ale or ontri tion
of et  et een an In e tor an  it  ociate or oint ent re

The amendments address the con ict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or oint venture.  The
amendments clarify that a full gain or loss is recognized when a transfer to an associate or oint
venture involves a business as defined in PFRS .  Any gain or loss resulting from the sale or
contribution of assets that does not constitute a business, however, is recognized only to the
extent of unrelated investors  interests in the associate or oint venture.

On anuary 1 , 201 , the Financial Reporting Standards ouncil deferred the original effective
date of anuary 1, 201  of the said amendments until the International Accounting Standards

oard (IAS ) completes its broader review of the research pro ect on equity accounting that may
result in the simplification of accounting for such transactions and of other aspects of accounting
for associates and oint ventures.

These amendments do not have any impact on the Group s consolidated financial statements.
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Summary of Significant Accounting Policies
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The significant accounting policies that have been used in the preparation of the consolidated
financial statements are summarized below.  These policies have been consistently applied to all
years presented, unless otherwise stated.

urrent versus oncurrent lassification
The Group presents assets and liabilities in the consolidated statements of financial position based on
current noncurrent classification.

An asset is current when it is:
Expected to be realized or intended to be sold or consumed in the normal operating cycle
Held primarily for the purpose of trading
Expected to be realized within twelve months after the reporting period  or,

ash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period.

All other assets are classified as noncurrent.

A liability is current when:
It is expected to be settled in the normal operating cycle
It is held primarily for the purpose of trading
It is due to be settled within twelve months after the reporting period  or,
There is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period.

The Group classifies all other liabilities as non-current.

eferred tax assets and liabilities are classified as non-current assets and liabilities, respectively.

Fair Value Measurement
The Group measures financial assets designated at FVO I and financial assets at FVPL at fair value
at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.  The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

In the principal market for the asset or liability, or,
In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group.
The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
best interest.

A fair value measurement of a nonfinancial asset takes into account a market participant s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.
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The Group uses valuation techniques that are appropriate in the circumstances and for which su cient
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data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs.

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

Level 1 - uoted (unad usted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair

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

       value measurement is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Group determines whether or not transfers have occurred between levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level
of the fair value hierarchy as explained above.

ash
ash includes cash on hand and in banks.

Financial Instruments - Initial recognition and subsequent measurement effective anuary 1, 2018
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial
liability or equity to another entity.

Financial assets
(i) niti  recognition n  e re ent
Financial assets are recognized when the Group becomes a party to the contractual provisions of the
financial instrument.  Financial assets are classified, at initial recognition, as subsequently measured
at amortized cost, FVO I, and FVPL.

The classification of financial assets at initial recognition depends on the financial asset s contractual
cash ow characteristics and the Group s business model for managing them.  With the exception of
receivables that do not contain a significant financing component or for which the Group has applied
the practical expedient, the Group initially measures a financial asset at its fair value plus, in the case
of a financial asset not at FVPL, transaction costs.  Receivables that do not contain a significant
financing component or for which the Group has applied the practical expedient are measured at the
transaction price.

ontract al ca  o  c aracteri tic If the financial asset is held within a business model whose
ob ective is to hold assets to collect contractual cash ows or within a business model whose
ob ective is achieved by both collecting contractual cash ows and selling financial assets, the Group
assesses whether the cash ows from the financial asset represent solely payments of principal and
interest (SPPI)  on the principal amount outstanding.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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In making this assessment, the Group determines whether the contractual cash ows are consistent
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with a basic lending arrangement, i.e., interest includes consideration only for the time value of
money, credit risk and other basic lending risks and costs associated with holding the financial asset
for a particular period of time.  In addition, interest can include a profit margin that is consistent with
a basic lending arrangement.  The assessment as to whether the cash ows meet the test is made in
the currency in which the financial asset is denominated.  Any other contractual terms that introduce
exposure to risks or volatility in the contractual cash ows that is unrelated to a basic lending
arrangement, such as exposure to changes in equity prices or commodity prices, do not give rise to
contractual cash ows that are SPPI and interest on the principal amount outstanding.  This
assessment is referred to as the SPPI test and is performed at an instrument level.  Financial assets
with cash ows that are not SPPI are classified and measured at FVPL, irrespective of the business
model.

ine  o el The Group s business model is determined at a level that re ects how groups of
financial assets are managed together to achieve a particular business ob ective.  The Group s
business model does not depend on management s intentions for an individual instrument.

The Group s business model refers to how it manages its financial assets in order to generate cash
ows.  The Group s business model determines whether cash ows will result from collecting

contractual cash ows, selling financial assets or both.  Relevant factors considered by the Group in
determining the business model for a group of financial assets include how the performance of the
business model and the financial assets held within that business model are evaluated and reported to
the Group s key management personnel, the risks that affect the performance of the business model
(and the financial assets held within that business model) and how these risks are managed and how
managers of the business are compensated.

(ii) e ent e re ent
The Group subsequently classifies its financial assets into the following measurement categories:

Financial assets at amortized cost (debt instruments)
Financial assets at FVO I with recycling of cumulative gains and losses (debt instruments)
Financial assets designated at FVO I with no recycling of cumulative gains and losses upon
derecognition (equity instruments)
Financial assets at FVPL

inancial a et  at a orti e  co t e t in tr ent The Group measures financial assets at
amortized cost if both of the following conditions are met:

The financial asset is held within a business model with the ob ective to hold financial assets in
order to collect contractual cash ows  and,
The contractual terms of the financial asset give rise on specified dates to cash ows that are
SPPI on the principal amount outstanding.

These financial assets are initially recognized at fair value plus directly attributable transaction costs
and subsequently measured at amortized cost using the effective interest rate (EIR) method, less any
impairment in value.  Amortized cost is calculated by taking into account any discount or premium on
acquisition and fees and costs that are an integral part of the EIR.  Losses arising from impairment are
recognized in the consolidated statements of comprehensive income.
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The Group s financial assets at amortized cost include cash, receivables, receivables from related
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parties and refundable deposits included under “Other assets” in the consolidated statements of
financial position (see otes , , 8 and 1 ).

inancial a et  at I e t in tr ent The Group measures debt instruments at FVO I if
both of the following conditions are met:

The financial asset is held within a business model with the ob ective of both holding to collect
contractual cash ows and selling  and,
The contractual terms of the financial asset give rise on specified dates to cash ows that are
SPPI on the principal amount outstanding.

For debt instruments at FVO I, interest income and impairment losses or reversals are recognized in
the consolidated statements of comprehensive income and computed in the same manner as for
financial assets measured at amortized cost.  The remaining fair value changes are recognized in O I.

pon derecognition, the cumulative fair value change recognized in O I is recycled to profit or loss.

As at ecember 1, 2019 and 2018, the Group s does not have debt instruments at FVO I.

inancial a et  e ignate  at I e it  in tr ent At initial recognition, an entity may
make an irrevocable election to present in O I subsequent changes in the fair value of an investment
in an equity instrument within the scope of PFRS 9 that is neither held for trading (HFT) nor
contingent consideration recognized by an acquirer in a business combination to which PFRS ,

ine  o ination applies.  The classification is determined on an instrument-by-instrument
basis.

In applying that classification, a financial asset or financial liability is considered to be HFT if:

(a) It is acquired or incurred principally for the purpose of selling or repurchasing it in the near
term  or,

(b) On initial recognition, it is part of a portfolio of identified financial instruments that are
managed together and for which, there is evidence of a recent actual pattern of short-term profit-
taking  or,

(c) It is a derivative (except for a derivative that is a financial guarantee contract or a
designated and effective hedging instrument).

Gains and losses on equity instruments designated at FVO I are never recycled to profit or loss.
ividends are recognized in the consolidated statements of comprehensive income when the right of

payment has been established, except when the Group benefits from such proceeds as a recovery of
part of the cost of the financial asset, in which case, such gains are recorded in O I.  Equity
instruments designated at FVO I are not sub ect to impairment assessment.

The Parent ompany includes equity instruments not HFT in this category.  The Group made
irrevocable election to present in O I subsequent changes in the fair value of all the Group s
investments in golf shares and unlisted shares of stock.

inancial a et  at Financial assets at FVPL are measured as at initial recognition unless
these are measured at amortized cost or at FVO I.  Included in this classification are equity
instruments HFT and debt instruments with contractual terms that do not represent SPPI on the
principal amount outstanding.  Financial assets held at FVPL are initially recognized at fair value,
with transaction costs recognized in the consolidated statements of comprehensive income as
incurred.  Subsequently, they are measured at fair value and any gains or losses are recognized in the
consolidated statements of comprehensive income.
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Additionally, even if the asset meets the amortized cost or the FVO I criteria, the Group may choose
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at initial recognition to designate the financial asset at FVPL if doing so eliminates or significantly
reduces a measurement or recognition inconsistency (an accounting mismatch) that would otherwise
arise from measuring financial assets on a different basis.

Trading gains or losses are calculated based on the results arising from trading activities of the Group,
including all gains and losses from changes in fair value for financial assets and financial liabilities at
FVPL, and the gains or losses from disposal of financial investments.

The Group s financial assets at FVPL include listed equity securities (see ote 9).

(iii) Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognized (i.e., removed from The Group s consolidated statements
of financial position) when:

The rights to receive cash ows from the asset have expired, or,
The Group has transferred its rights to receive cash ows from the asset or has assumed an
obligation to pay the received cash ows in full without material delay to a third party under a
pass-through  arrangement  and, either (a) the Group has transferred substantially all the risks

and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the asset.

When the Group transfers its rights to receive cash ows from an asset or enters into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Group continues to recognize the transferred asset to the extent of
its continuing involvement.  In that case, the Group also recognizes an associated liability.  The
transferred asset and the associated liability are measured on a basis that re ects the rights and
obligations that the Group has retained.

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

(i ) ir ent o  n nci  et
The Group recognizes an allowance for expected credit losses (E Ls) for all debt instruments not
held at fair value through profit or loss.  E Ls are based on the difference between the contractual
cash ows due in accordance with the contract and all the cash ows that the Group expects to
receive, discounted at an approximation of the original effective interest rate.  The expected cash

ows will include cash ows from the sale of collateral held or other credit enhancements that are
integral to the contractual terms.

E Ls are recognized in two stages.  For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, E Ls are provided for credit losses that result from
default events that are possible within the next 12-months (a 12-month E L).  For those credit
exposures for which there has been a significant increase in credit risk (SI R) since initial
recognition, a loss allowance is required for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a lifetime E L).
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Financial assets are credit-impaired when one or more events that have a detrimental impact on the
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estimated future cash ows of those financial assets have occurred.  For these credit exposures,
lifetime E Ls are also recognized and interest revenue is calculated by applying the credit-ad usted
effective interest rate to the amortized cost of the financial asset.

The Group applies a simplified approach in calculating E Ls for receivables.  Therefore, the Group
does not track changes in credit risk, but instead recognizes a loss allowance based on lifetime E Ls
at each reporting date.  For trade receivables, the Group has established a provision matrix that is
based on its historical credit loss experience.

For installment contracts receivable (I R) and contract assets, the Group uses the vintage analysis for
E L by calculating the cumulative loss rates of a given I R pool.  It derives the probability of default
from the historical data of a homogenous portfolio that share the same origination period.  The
information on the number of defaults during fixed time intervals of the accounts is utilized to create
the probability model.  It allows the evaluation of the loan activity from its origination period until the
end of the contract period.

As these are future cash ows, these are discounted back to the time of default (i.e., is defined by the
Group as upon cancellation of TS) using the appropriate effective interest rate, usually being the
original EIR or an approximation thereof.

For all debt financial assets other than receivables, E Ls are recognized using the general approach
wherein the Group tracks changes in credit risk and recognizes a loss allowance based on either a
12-month or lifetime E Ls at each reporting date.

At each reporting date, the Group assesses whether there has been an SI R for financial assets since
initial recognition by comparing the risk of default occurring over the expected life between the
reporting date and the date of initial recognition.  The Group considers reasonable and supportable
information that is relevant and available without undue cost or effort for this purpose.  This includes
quantitative and qualitative information and forward-looking analysis.

Exposures that have not deteriorated significantly since origination, or where the deterioration
remains within the Group s investment grade criteria are considered to have a low credit risk.  The
provision for credit losses for these financial assets is based on a 12-month E L.  The low credit risk
exemption has been applied on debt investments that meet the investment grade criteria of the
Group from the time of origination.

Deter ining t e tage for i air ent
At each reporting date, the Group assesses whether there has been a significant increase in credit risk
for financial assets since initial recognition by comparing the risk of default occurring over the
expected life between the reporting date and the date of initial recognition.  The Group considers
reasonable and supportable information that is relevant and available without undue cost or effort for
this purpose.  This includes quantitative and qualitative information and forward-looking analysis.

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

An exposure will migrate through the E L stages as asset quality deteriorates.  If, in a subsequent
period, asset quality improves and also reverses any previously assessed significant increase in credit
risk since origination, then the loss allowance measurement reverts from lifetime E L to 12-months
E L.
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rite o  olic
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The Group writes-off a financial asset, in whole or in part, when the asset is
considered uncollectible, it has exhausted all practical recovery efforts and has concluded that it has
no reasonable expectations of recovering the financial asset in its entirety or a portion thereof.

ecla i cation  of nancial in tr ent .  The Group reclassifies its financial assets when, and only
when, there is a change in the business model for managing the financial assets.  Reclassifications
shall be applied prospectively by The Group and any previously recognized gains, losses or interest
shall not be restated.  The Group does not reclassify its financial liabilities.

Financial liabilities

(i) niti  recognition n  e re ent
Financial liabilities are classified, at initial recognition, as financial liabilities at FVPL, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable transaction costs.

(ii) e ent e re ent
For purposes of subsequent measurement, financial liabilities are classified in two categories:

Financial liabilities at FVPL
Financial liabilities at amortized cost

inancial lia ilitie  at Financial liabilities at FVPL include financial liabilities that are HFT
and financial liabilities designated upon initial recognition as at FVPL.  Financial liabilities are
classified as HFT if they are incurred for the purpose of repurchasing in the near term.

Gains or losses on liabilities that are HFT are recognized in the consolidated statements of
comprehensive income.

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

inancial lia ilitie  ea re  at a orti e  co t This is the category most relevant to the Group.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost under the EIR method.  Gains and losses are recognized in profit or loss when the
liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the EIR.  The EIR amortization is included as interest in the
consolidated statements of comprehensive income.

The Group s financial liabilities measured at amortized cost as of ecember 1, 2019 includes the
following (see otes 1  and 1 ):

Short-term debt
Long-term debt
Accounts and other payables (excluding statutory payables)
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Short-term debt and long-term debt are raised for support of short and long-term funding of operations.
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They are recognized at proceeds received, net of direct issue costs.  Finance charges are recognized as
“Interest expense” in the consolidated statements of comprehensive income on an accrual basis using
the EIR method and are added to the carrying amount of the instrument to the extent that these are not
settled in the period in which they arise.

Accounts and other payables are initially recognized at fair value and subsequently measured at
amortized cost, using EIR method for maturities beyond one year, less settlement payments.

Financial liabilities are classified as current liabilities if payment is due to be settled within one year
or less after the end of the reporting period, or when the Group does not have an unconditional right
to defer settlement of the liability for at least twelve months after the end of the reporting period.
Otherwise, these are presented as noncurrent liabilities.

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

Offsetting Financial Instruments
Financial assets and liabilities are offset and the net amount is reported in the consolidated statements
of financial position if, and only if, there is a legally enforceable right to offset and intention to settle
either on a net basis or to realize the asset and settle the liability simultaneously.  The Group assesses
that it has a currently enforceable right of offset if the right is not contingent on a future event, and is
legally enforceable in the normal course of business, event of default, and event of insolvency or
bankruptcy of the Group and all of the counterparties.

Financial Instruments - Initial Recognition and Subsequent Measurement (prior to adoption of
PFRS 9 in 2018)

Date of recognition
The Group recognizes a financial asset or a financial liability in the consolidated statements of
financial position when it becomes a party to the contractual provisions of the instrument.  Purchases
or sales of financial assets that require delivery of assets within the time frame established by
regulation or convention in the marketplace are recognized on the trade date, i.e., the date that the
Group commits to purchase or sell the asset.

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

The Group classifies its financial assets in the following categories: financial assets at FVPL,
held-to-maturity (HTM) investments, available-for-sale (AFS) financial assets and loans and
receivable.  The Group classifies its financial liabilities into financial liabilities at FVPL and other
financial liabilities.  The classification depends on the purpose for which the investments were
acquired and whether they are quoted in an active market.  The Group determines the classification of
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its investments at initial recognition and, where allowed and appropriate, re-evaluates such
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designation at every reporting date.

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

Day  di erence
here the transaction price in a non-active market is different than the fair value from other

observable current market transactions of the same instrument or based on a valuation technique
whose variables include only data from observable market, the Group recognizes the difference
between the transaction price and fair value a “Day ” difference  in the consolidated statement of
comprehensive income unless it qualifies for recognition as some other type of asset or liability.  In
cases where use is made of data which is not observable, the difference between the transaction price
and model value is only recognized in profit or loss when the inputs become observable or when the
instrument is derecognized.  or each transaction, the Group determines the appropriate method of
recognizing the “Day ” difference amount.

oans and receiva les
oans and receivables are nonderivative financial assets with fixed or determinable payments and

fixed maturities that are not quoted in an active market.  These are not entered into with the intention
of immediate or short-term resale and are not designated as A S financial assets or assets as at .
This accounting policy pertains to the Group’s cash, receivables, receivables from related parties and
refundable deposits included under “Other current assets” in the consolidated statements of financial
position.

After initial measurement, loans and receivables are measured at amortized cost using the EIR, less
allowance for impairment losses.  Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees that are an integral part of the EIR.  The amortization, if any, is
included in profit or loss.

A S investments
A S investments are non-derivative financial assets that are designated in this category or are not
classified in any of the other categories.  These are purchased and held indefinitely, and may be sold
in response to liquidity requirements or changes in market conditions.  Subsequent to initial
recognition, A S investments are carried at fair value in the consolidated statements of financial
position.  Changes in the fair value of such assets are reported under et change in fair value of A S
investments  account in other comprehensive income until the investment is derecognized or the
investment is determined to be impaired.  On derecognition or impairment, the cumulative gain or
loss previously reported in other comprehensive income is recognized in consolidated statements of
comprehensive income.

t er nancial lia ilities
Other financial liabilities pertain to issued financial instruments that are not classified or designated
as financial liabilities at  and contain contractual obligations to deliver cash or other financial
assets to the holder or to settle the obligation other than the exchange of a fixed amount of cash or
another financial asset for a fixed number of own equity shares.  After initial measurement, other
financial liabilities are measured at amortized cost using the EIR.  Amortized cost is calculated by
taking into account any discount or premium on the issue and fees that are an integral part of the EIR.
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This accounting policy applies primarily to the Group’s short-term and long-term debts and accounts
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and other payables excluding statutory payables .

Impairment of nancial assets
The Group assesses at each reporting date whether there is objective evidence that a financial asset or
group of financial assets is impaired.  A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset an incurred loss event’  and that loss event
or events  has an impact on the estimated future cash ows of the financial asset or the group of

financial assets that can be reliably estimated.  Evidence of impairment may include indications that
the borrower or a group of borrowers is experiencing significant financial di culty, default or
delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganization and where observable data indicate that there is measurable decrease in the
estimated future cash ows, such as changes in arrears or economic conditions that correlate with
defaults.

oans and receiva les
or loans and receivables carried at amortized cost, the Group first assesses whether objective

evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant.  If there is objective evidence that
an impairment loss has been incurred, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of the estimated future cash ows excluding future
credit losses that have not been incurred .  The carrying amount of the asset is reduced through the
use of an allowance account and the amount of loss is charged to profit or loss.  Interest income
continues to be recognized based on the original EIR of the asset.  Receivables, together with the
associated allowance accounts, are written off when there is no realistic prospect of future recovery
and all collateral has been realized.  If, in a subsequent year, the amount of the estimated impairment
loss decreases because of an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed.  Any subsequent reversal of an impairment loss is recognized
in profit or loss, to the extent that the carrying value of the asset does not exceed its amortized cost at
the reversal date.

If the Group determines that no objective evidence of impairment exists for individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses for impairment.  Those characteristics are
relevant to the estimation of future cash ows for groups of such assets by being indicative of the
debtors’ ability to pay all amounts due according to the contractual terms of the assets being
evaluated.  Assets that are individually assessed for impairment and for which an impairment loss is,
or continues to be recognized are not included in a collective assessment for impairment.  or the
purpose of a collective evaluation of impairment, financial assets are grouped on the basis of such
credit risk characteristics as type of counterparty, credit history, past due status and term.

uture cash ows in a group of financial assets that are collectively evaluated for impairment are
estimated on the basis of historical loss experience for assets with credit risk characteristics similar to
those in the Group.  istorical loss experience is adjusted on the basis of current observable data to
re ect the effects of current conditions that did not affect the period on historical loss experience is
based and to remove the effects of conditions in the historical period that do not which the exist
currently.  The methodology and assumptions used for estimating future cash ows are reviewed
regularly by the Group to reduce any differences between loss estimates and actual loss experience.
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Real Estate Inventories
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Real estate inventories consists of subdivision land and residential houses and lots for sale and
development initially recorded at cost.  Subsequent to initial recognition, these are valued at the
lower of cost and net realizable value R .  Cost is determined using weighted moving
average method.  Cost includes the acquisition cost of the land plus all costs incurred directly
attributable to the construction and development of the properties.  orrowing costs are
capitalized while the development and construction of the real estate projects are in progress,
and to the extent that these are expected to be recovered in the future.  R  is the estimated
selling price in the ordinary course of business, based on market prices at the reporting date, less
estimated cost of completion and estimated costs necessary to make the sale.  aluation
allowance is provided for real estate held for sale when the R  of the properties are less than
their carrying amounts.  ndeveloped land is carried at lower of cost and R .

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

orrowing Costs
orrowing costs that are directly attributable to the acquisition or construction of an asset that

necessarily takes a substantial period of time to get ready for its intended use or sale while the asset,
which includes real estate held for sale and property, plant and equipment, is being constructed are
capitalized as part of the cost of that asset.

Capitalization of borrowing cost should commence when  i  expenditures for the asset and
borrowing costs are being incurred  and, ii  activities that are necessary to prepare the asset for
its intended use or sale are in progress.  Capitalization ceases when the asset is substantially
ready for its intended use or sale.  or borrowing associated with a specific asset, the actual rate
on that borrowing is used.  Otherwise, a weighted average cost of borrowing is used.  All other
borrowing costs are expensed as incurred.

Inventories
Inventories pertain to agricultural produce and the related finished goods and construction materials
which are measured at the lower of cost and net realizable value R .  At each reporting date,
inventories are assessed for impairment.  If inventory is impaired, the carrying amount is reduced to
its R .  The impairment loss is recognized immediately in profit or loss.  rovision for inventory
losses is established for estimated losses on inventories which are determined based on specific
identification of slow-moving, damaged, and obsolete inventories.

Agricultural produce
Agricultural produce is the harvested product of the Group’s bearer plants.  A harvest occurs when
agricultural produce is either detached from the bearer plant or when a bearer plant’s life processes
cease.  The Group’s agricultural produce e.g. fresh fruit bunches, under inventories  are measured at
fair value less estimated costs to sell at the time of harvest.  The Group uses the future selling prices
and gross margin of finished goods, adjusted to remove the margin associated to further processing,
less future growing cost as the basis of fair value.  The Group’s harvested produce to be used in
processed products are measured at fair value at the point of harvest based on the estimated selling
prices reduced by cost to sell and adjusted for margin associated to further processing.

inis ed goods
Cost of processed inventories comprises all costs of purchase, costs of conversion and other costs
incurred in bringing the inventories to their present location and condition.  The costs of conversion
include raw materials, direct labor, and indirect production and overhead costs.  R  is the estimated
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selling price in the ordinary course of business, less the estimated costs of completion and selling
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expenses.

Construction materials
Construction materials are valued at the lower of cost or R .  Cost is determined using the moving
average method.  R  is the replacement cost.

Deposits for urchased and
This represents deposits made to land owners for the purchase of certain parcels of land which are
intended to be held for sale or development in the future.  The Group normally makes deposits before
a contract to sell CTS  is executed between the Group and the land owner.  These are recognized at
cost.  The sales contracts are expected to be executed within 2 months after the reporting date.

repayments
repayments represent expenses not yet incurred but already paid.  repayments are initially recorded

as assets and measured at the amount paid.  Subsequently, these are charged to the consolidated
statements of comprehensive income as they are consumed in operations or expire with the passage of
time.  repayments are classified in the consolidated statements of financial position as current assets
when the cost of goods or services related to the prepayments are expected to be incurred within one
year or the entity’s normal operating cycle, whichever is longer.  Otherwise, prepayments are
classified as noncurrent assets.

Investments in Associates
An associate is an entity in which the Group has significant in uence and which is neither a
subsidiary nor a joint venture.  Significant in uence is the power to participate in the financial and
operating policy decisions of the investee, but is not control or joint control over those policies.

The Group’s investments in associates are accounted for using the equity method.  nder the equity
method, the investments in associate is initially recognized at cost.  The carrying amount of the
investment is adjusted to recognize changes in the Group’s share of net assets of the associate since
the acquisition date.  Goodwill relating to the associate is included in the carrying amount of the
investment and is neither amortized and is not tested for impairment individually.

The consolidated statements of comprehensive income re ects the Group’s share of the results of
operations of the associate.  Any change in OCI of those investees is presented as part of the Group’s
OCI.  In addition, when there has been a change recognized directly in the equity of the associate, the
Group recognizes its share of any changes, when applicable, in the consolidated statements of
changes in equity.  nrealized gains and losses resulting from transactions between the Group and the
associate are eliminated to the extent of the interest in the associate.

The aggregate of the Group’s share of profit or loss of an associate is shown on the face of the
consolidated statements of comprehensive income outside operating profit.  If the Group’s share of
losses of an associate equals or exceeds its interest in the associate, the Group discontinues
recognizing its share to the extent of the interest in associate.

The financial statements of the associate are prepared for the same reporting period as the Group.
hen necessary, adjustments are made to bring the accounting policies in line with those of the

Group.  pon loss of significant in uence over the associate, the Group measures and recognizes any
retained investment at its fair value.  Any difference between the carrying amount of the associate
upon loss of significant in uence or joint control and the fair value of the retained investment and
proceeds from disposal is recognized in consolidated statements of comprehensive income.
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Investment roperty
Investment property consists of land and building which currently held either to earn rental or for
capital appreciation or for both, but not for sale in the ordinary course of business or use in the supply
of services or for administrative purpose.  These properties are initially recognized at fair value plus
directly attributable cost incurred such as legal fees, transfer taxes and other transaction costs.
Subsequent to initial recognition, the building is carried at cost less accumulated depreciation and
amortization and any impairment in value while the land is carried at cost less any impairment in
value.

The carrying value of the asset, if reviewed for impairment when changes in circumstances indicate the
carrying value, may not be recoverable.  If any such indication exists, and where the carrying value
exceeds the estimated recoverable amount, the asset is written down to its recoverable amount while
impairment losses are recognized in the consolidated statements of comprehensive income.

The investment property is derecognized upon disposal or when permanently withdrawn from use and
no future economic benefit is expected from its disposal.  Any gain or loss on the retirement
or disposal of the asset is recognized in the consolidated statements of comprehensive income in the
year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use, evidenced
by ending of owner-occupation, commencement of an operating lease to another party or ending of
construction or development.  Transfers are made from investment property when, and only when,
there is a change in use, evidenced by commencement of owner-occupation or commencement of
development with a view to sale.  Transfers between investment property and owner-occupied
property do not change the carrying amount of the property transferred and they do not change the
cost of that property for measurement or disclosure purposes.

roperty, lant and Equipment
roperty, plant and equipment, except for land, are stated at cost less accumulated depreciation and

any impairment in value.  and is stated at cost, less any impairment in value.

The initial cost of property, plant and equipment comprises its purchase price including legal and
brokerage fees, import duties, nonrefundable purchase taxes and any directly attributable costs of
bringing the asset to the location and condition necessary for it to be capable of operating in the
manner intended by management.  Expenditures incurred after the property and equipment have been
put into operation, such as maintenance, repairs and costs of day-to-day servicing, are recognized in
profit or loss in the period the costs are incurred.

In situations where it can be clearly demonstrated that the expenditures have resulted in an increase in
the future economic benefits expected to be obtained from the use of an item of property, plant and
equipment beyond its originally assessed standard of performance, the expenditures are capitalized as
additional cost of property, plant and equipment.

Effective anuary , 2 , it is the Group’s policy to classify RO  assets as part of property, plant
and equipment.  rior to that date, all of the Group’s leases are accounted for as operating leases in
accordance with AS , hence, not recorded on the consolidated statements of financial position.
The Group recognizes RO  assets at the commencement date of the lease i.e., the date the
underlying asset is available for use .  RO  assets are initially measured at cost, less any accumulated
amortization and impairment losses, and adjusted for any remeasurement of lease liabilities.  The
initial cost of RO  assets includes the amount of lease liabilities recognized, initial direct costs
incurred, lease payments made at or before the commencement date less any lease incentives received
and estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset,
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restoring the site on which it is located or restoring the underlying asset to the condition required by
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the terms and conditions of the lease, unless those costs are incurred to produce inventories.

The carrying values of property, plant and equipment are reviewed for impairment when events or
changes in circumstance indicate that the carrying values may not be recoverable.

Depreciation and amortization are computed using the straight-line method over the following
estimated useful lives, except for leasehold improvements and right-of-use assets, which are
amortized over their estimated lives or term of the lease, whichever is shorter, and bearer plants,
which are depreciated using units-of-production O  method.

ears
Refined bleached deodorized R D  and

fractionation machineries 2
uilding and improvements - 2
easehold improvements 2 - 5
achineries and equipment 2 -

Right-of-use assets
Other equipment 2 -

The useful lives and depreciation method are reviewed periodically to ensure that the period and
method of depreciation are consistent with the expected pattern of economic benefits from the use of
property, plant and equipment.

If there is an indication that there has been a significant change since the last annual reporting date in
the pattern by which the Group expects to consume an asset’s future economic benefits, the Group
shall review its present depreciation method and, if current expectations differ, change the
depreciation method to re ect the new pattern.  The Group shall account for the change prospectively
as a change in an accounting estimate.

ully depreciated assets are retained in the accounts until these are no longer in use.

Construction in progress represents property, plant and equipment under construction or development
and is stated at cost.  This includes cost of construction and other direct costs.  Construction in
progress is not depreciated until such time the relevant assets are completed and is available for use.

An item of property, plant and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal.  Any gain or loss arising from the derecognition of the
asset calculated as the difference between the net disposal proceeds and the carrying amount of the
asset  is included in the consolidated statements of comprehensive income in the year the asset is
derecognized.  hen assets are retired or otherwise disposed of, both the cost and the related
accumulated depreciation and amortization and any impairment in value are removed from the
accounts while any resulting gain or loss is included in the consolidated statements of comprehensive
income.

Bearerplants
earer plants pertain to the Group’s palm oil trees used in the production or supply of fresh fruit

bunches  as its agricultural produce and are expected to bear produce for more than twelve
months and have a remote likelihood of being sold as a plant or harvested as agricultural produce,
except for incidental scrap sales .
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earer plants are measured at cost less accumulated depreciation.  earer plants are presented as part
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of property, plant and equipment.  Costs to grow include purchase cost of various chemicals and
fertilizers, land preparation expenses and other direct costs necessary to cultivate such plants before
they are brought in to the location and condition necessary to be capable of operating in the manner
intended by management.

O  method is used for depreciating the bearer plants.  Depreciation is charged according to units of
 harvested over the estimated units of  to be harvested during the life of the bearer plants or

remaining contract period, whichever is shorter.  The Group estimates its total units of  to be
harvested based on the average yield over which the bearer plants are expected to be available for use.
In addition, the estimate is based on collective assessment of internal technical evaluation and
experience.  Changes in the estimated total units of  to be harvested may impact the depreciation
of bearer plants.

Impairment of onfinancial Assets
This accounting policy applies primarily to the Group’s investments in associates, investment
properties, property plant, and equipment and other assets excluding refundable deposits see otes ,

,  and 2 .

The Group assesses at each reporting date whether there is an indication that an asset may be
impaired when events or changes in circumstances indicate the carrying values may not be
recoverable.  If any such indication exists or when annual impairment testing for an asset is required,
the Group makes an estimate of the asset’s recoverable amount.  An asset’s estimated recoverable
amount is the higher of the asset’s or cash generating unit’s CG  fair value less costs to sell and its
value in use and is determined for an individual asset, unless the asset does not generate cash in ows
that are largely independent of those from other assets or group of assets.

here the carrying values exceed the estimated recoverable amount, the assets or CG s are written
down to their estimated recoverable amount.  In assessing value in use, the estimated future cash

ows are discounted to their present value using a pre-tax discount rate that re ects current market
assessments of the time value of money and the risks specific to the asset.

Impairment losses of continuing operations are directly charged or credited to operations in those
expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased.  If such indication exists,
the recoverable amount is estimated.  A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognized.  If that is the case, the carrying amount of the asset is increased
to its estimated recoverable amount.  That increased amount cannot exceed the carrying amount that
would have been determined had no impairment loss been recognized for the asset in prior years.
Such reversal is directly charged or credited to operations.

Equity
Capital stoc  and additional paid in capital
Capital stock consists of common shares which are measured at par value for all shares issued.  hen
the shares are sold at a premium, the difference between the proceeds and the par value is credited to
Additional paid-in capital’ account.  hen shares are issued for a consideration other than cash, the

proceeds are measured by the fair value of the consideration received.  Direct cost incurred related to
the equity issuance, such as underwriting, accounting and legal fees, printing costs and taxes are
charged to Additional paid-in capital’ account.
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Stoc  dividends distri uta le
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Stock dividends distributable are stock dividends declared and approved by the OD, but not yet
issued.

Retained earnings
Retained earnings include all current and prior period results of operations, net of dividends declared
and the effects of retrospective application of changes in accounting policies or restatements, if any.
Dividends on common stock are recognized as a liability and deducted from equity when declared
and approved by the OD or shareholders of the arent Company.  Dividends for the year that are
declared and approved after the reporting date, if any, are dealt with as an event after the reporting
date and disclosed accordingly.

usiness Combinations and Goodwill
usiness combinations are accounted for using the acquisition method.  The cost of an acquisition is

measured as the aggregate of the consideration transferred, measured at acquisition date fair value and
the amount of any CI in the acquiree.  or each business combination, the acquirer measures the

CI in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net
assets.  Acquisition costs incurred are charged to expense and included in operating expenses in the
consolidated statements of comprehensive income.

hen the Group acquires a business, it assesses the financial assets and financial liabilities assumed
for appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.  This includes the separation of
embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date
through consolidated statement of income.  Any contingent consideration to be transferred by the
acquirer will be recognized at fair value at the acquisition date.  Subsequent changes to the fair value
of the contingent consideration, which is deemed to be an asset or liability, will be recognized in
accordance with RS  either in consolidated statement of income or as a change to OCI.  If the
contingent consideration is not within the scope of RS , it is measured in accordance with the
appropriate RS.  Contingent consideration that is classified as equity is not measured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at costs being the excess of the aggregate of the consideration
transferred and the amount recognized for noncontrolling-interests and any previous interest held over
the net identifiable assets acquired and liabilities assumed.  If the consideration is lower than the fair
value of the net assets of the subsidiary acquired, the difference is recognized in consolidated
statements of comprehensive income.

After initial recognition, goodwill is measured at costs less any accumulated impairment losses.  or
the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating units that are expected to benefit
from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to
those units.

here goodwill forms part of a cash-generating unit and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on disposal of the operation.  Goodwill disposed of
in this circumstance is measured based on the relative values of the operation disposed of and the
portion of the cash-generating unit retained.



61

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

If the initial accounting for a business combination can be determined only provisionally by the end
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of the period in which the combination is effected because either the fair values to be assigned to the
acquiree’s identifiable assets, liabilities or contingent liabilities or the cost of the combination can be
determined only provisionally, the acquirer shall account for the combination using those provisional
values.  The acquirer shall recognize any adjustments to those provisional values as a result of
completing the initial accounting within 2 months of the acquisition date as follows  i  the carrying
amount of the identifiable asset, liability or contingent liability that is recognized or adjusted as a
result of completing the initial accounting shall be calculated as if its fair value at the acquisition date
had been recognized from that date  ii  goodwill or any gain recognized shall be adjusted by an
amount equal to the adjustment to the fair value at the acquisition date of the identifiable asset,
liability or contingent liability being recognized or adjusted  and iii  comparative information
presented for the periods before the initial accounting for the combination is complete shall be
presented as if the initial accounting has been completed from the acquisition date.

Revenue and Cost Recognition effective anuary , 2

Revenue from contracts it  customers
The Group is primarily engaged in real estate development, production and sale of agricultural goods,
and water services.  Revenue from contracts with customers is recognized when control of the goods
and services is transferred to the customer at an amount that re ects the consideration to which the
Group expects to be entitled in exchange for those goods or services.  The Group considers whether
there are other promises in the contract that are separate performance obligations to which a portion
of the transaction price needs to be allocated.  The Group has generally concluded that it is the
principal in its revenue arrangements since it is the primary obligor in these revenue arrangements.

The disclosures of significant accounting judgments, estimates and assumptions relating to revenue
from contracts with customers are provided in ote .

Real estate sales. The Group derives its real estate revenue from sale of lots and developed
residential house and lots.  Revenue from the sale of these real estate projects under pre-completion
stage are recognized over time during the construction period or percentage of completion  since
based on the terms and conditions of its contract with the buyers, the Group’s performance does not
create an asset with an alternative use and the Group has an enforceable right to payment for
performance completed to date.

In measuring the progress of its performance obligation over time, the Group uses the output method.
The Group recognizes revenue on the basis of direct measurements of the value to customers of the
goods or services transferred to date, relative to the remaining goods or services promised under the
contract.  rogress is measured using physical proportion of work done.  This is based on the
bi-monthly project accomplishment report prepared by the project engineers which integrates the
surveys of performance to date of the construction activities for both sub-contracted and those that are
fulfilled by the developer itself.

uyer’s equity represents the percentage of collection over the total selling price that the buyer has
paid the Group and it is at this collection level that the Group assesses that it is probable that the
economic benefits will ow to the Group because of certainty of collection of the remaining balance
of the selling price.  This gives the buyer, a stake in the property, the level of which is su cient
enough to mitigate the risks of loss through default which would motivate the buyer to honor its
obligations to the Group.  Revenue recognition commences when the required buyer’s equity is met.
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Any excess of progress of work over the right to an amount of consideration that is unconditional, is
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recognized under “Contract assets” in the assets section of the consolidated statements of financial
position.

Any excess of collections over the total of recognized ICR and contract assets are recognized under
“Contract liabilities” account in the liabilities section of the consolidated statements of financial
position.

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

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

In addition, the Group recognizes cost as an asset that gives rise to resources that will be used in
satisfying performance obligations in the future and that are expected to be recovered.

Sale of agricultural goods. Revenue from sale of agricultural goods is recognized at the point in time
when control of the asset is transferred to the customer, generally on delivery of the goods and
acceptance by the buyer.

Cost of agricultural goods sold.  Costs of sales include direct material costs, manufacturing expenses
and monetary value of inventory adjustments.  This is recognized upon delivery of goods or upon
transfer of risks and rewards of ownership and when the cost is incurred, or the expense arises.

Water service. Revenue is recognized when services are rendered.

Income from forfeited deposits. Income from forfeited collections recorded under “Other income” in
the consolidated statements of comprehensive income is recognized when the deposits from potential
buyers are deemed nonrefundable due to prescription of the period for entering into a contracted sale.
Such income is also recognized, subject to the provisions of Republic Act 6552,Realty Installment
Buyer Act, upon prescription of the period for the payment of required amortizations from defaulting
buyers.

Dividend income. Dividend income is recognized when the Group’s right to receive payment is
established which is generally when shareholders approve the dividend.

Rental income. Rental income arising from operating leases on investment properties is accounted
for on a straight-line basis over the respective lease terms.

Interest income. Interest income is recognized as it accrues, taking into account the effective yield on
the asset.
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ther income.
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ther customer related fees such as penalties and surcharges are recognized as they
accrue, taking into account the provisions of the related contract.

Contract alances

nstallment contracts receiva le ( R). n ICR represents the Group’s right to an amount of
consideration that is unconditional (i.e., only the passage of time is required before payment of the
consideration is due).

ontract assets.  contract asset is the right to consideration in exchange for goods or services
transferred to the customer.  If the Group performs by transferring goods or services to a customer
before the customer pays consideration or before payment is due, a contract asset is recognized for
the earned consideration that is conditional.

or the Group’s real estate sales, contract assets are initially recognized for revenue earned from
development of real estate projects as receipt of consideration is conditional on successful completion
of development.  pon completion of development and acceptance by the customer, the amounts
recognized as contract assets are reclassified to ICR.  It is recognized under Receivables and contract
assets  in the consolidated statements of financial position.

 receivable (e.g., ICR), represent the Group’s right to an amount of consideration that is
unconditional (i.e., only the passage of time is required before payment of consideration is due).

osts to o tain contract. The incremental costs of obtaining a contract with a customer are
recognized under ther current assets  in the consolidated statements of financial position if the
Group expects to recover them.  The Group has determined that commissions paid to brokers and
marketing agents on the sale of pre-completed real estate units are deferred when recovery is
reasonably expected and are charged to expense in the period in which the related revenue is
recognized over time using the C method.  Commission expense is included in the General,
administrative expenses and selling expenses  account in the consolidated statements of
comprehensive income.

Costs incurred prior to obtaining a contract with customer are not capitalized but are expensed as
incurred.

morti ation, derecognition and impairment of capitali ed costs to o tain a contract. The Group
amortizes capitalized costs to obtain a contract as marketing expense under General, administrative
expenses and selling expenses  account in the consolidated statements of comprehensive income over
the expected construction period using the C following the pattern of real estate revenue
recognition.

Capitalized costs to obtain a contract is derecognized either when it is disposed of or when no further
economic benefits are expected to flow from its use or disposal.

t each reporting date, the Group determines whether there is an indication that costs to obtain a
contract maybe impaired.  If such indication exists, the Group makes an estimate by comparing the
carrying amount of the assets to the remaining amount of consideration that the Group expects to
receive less the costs that relate to providing services under the relevant contract.  In determining the
estimated amount of consideration, the Group uses the same principles as it does to determine the
contract transaction price, except that any constraints used to reduce the transaction price will be
removed for the impairment test.
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here the relevant costs or specific performance obligations are demonstrating marginal profitability
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or other indicators of impairment, judgement is required in ascertaining whether or not the future
economic benefits from these contracts are su cient to recover these assets.  In performing this
impairment assessment, management is required to make an assessment of the costs to complete the
contract. The ability to accurately forecast such costs involves estimates around cost savings to be
achieved over time, anticipated profitability of the contract, as well as future performance against any
contract-specific performance indicators that could trigger variable consideration, or service credits.

here a contract is anticipated to make a loss, there judgements are also relevant in determining
whether or not an onerous contract provision is required and how this is to be measured.

ontract lia ilities.  contract liability is the obligation to transfer goods or services to a customer
for which the Group has received consideration (or an amount of consideration is due) from the
customer.  If a customer pays consideration before the Group transfers goods or services to the
customer, a contract liability is recognized when the payment is made or the payment is due
(whichever is earlier).  Contract liabilities are recognized as revenue when the Group performs under
the contract.

The contract liabilities also include payments received by the Group from the customers for which
revenue recognition has not yet commenced.

Revenue and Cost Recognition prior to anuary 1, 201
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the amount of revenue can be reliably measured.  The Group assesses its revenue
arrangements against specific criteria in order to determine if it is acting as principal or agent.  The
Group has concluded that it is acting as principal on its real estate sales transactions.  The following
specific recognition criteria must also be met before revenue is recognized:

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

Revenue from sales of completed real estate projects is accounted for using the C method.  In
accordance with hilippine Interpretations Committee ( IC)  o. 200 -01, the C method is
used to recognize income from sales of projects where the Group has material obligations under the
sales contract to complete the project after the property is sold, the equitable interest has been
transferred to the buyer, construction is beyond preliminary stage (i.e., engineering, design work,
construction contracts execution, site clearance and preparation, excavation and the building
foundation are finished), and the costs incurred or to be incurred can be measured reliably.  nder this
method, revenue is recognized as the related obligations are fulfilled, measured principally on the
basis of the estimated completion of a physical proportion of the contract work.   ny excess of
collections over the recognized receivables are included in the eposits from customers  account in
the liabilities section of the consolidated statements of financial position.

hen a sale of real estate does not meet the requirements for revenue recognition, the sale is
accounted for under the deposit method.  nder this method, revenue is not recognized, and the
receivable from the buyer is not recorded.  The real estate inventories continue to be reported on the
consolidated statements of financial position as Real estate inventories  and the related liability as
deposits under eposits from customers .
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subdivision land and residential house and lot units sold before the completion of the development is
determined on the basis of the acquisition cost of the land plus its full development costs, which
include estimated costs for future development works, as determined by the Group’s project
engineers.

ost and xpenses
osts and expenses are decreases in economic benefits during the accounting period in the form of

outflows or decrease of assets or incurrence of liabilities that result in decreases in equity, other than
those relating to distributions to equity participants.  osts and expenses are generally recognized
when the services are used, or the expense arises while interest expenses are accrued in the
appropriate period.

This consist of general administrative expenses which constitute costs of administering the business
and selling expenses which constitute commission on real estate sales and advertising expenses.
General administrative and selling expenses (excluding amortization of capitalized costs to obtain
contracts) are recognized as incurred.

Post-employment enefits
Pension benefits are provided to employees through a defined benefit plan.  The net defined benefit
liability or asset is the aggregate of the present value of the defined benefit obligation at the end of the
reporting period reduced by the fair value of plan assets, adjusted for any effect of limiting a net
defined benefit asset to the asset ceiling.  The asset ceiling is the present value of any economic benefits
available in the form of refunds from the plan or reductions in future contributions to the plan.

The cost of providing benefits under the defined benefit plans is actuarially determined using the
projected unit credit method.

The following comprise the defined benefit costs:
Service cost
Net interest on the net defined benefit liability or asset

emeasurements of net defined benefit liability or asset

Service costs, which include current service costs, past service costs, and gains or losses on non-routine
settlements are recognized as expense in consolidated statements of comprehensive income.  Past
service costs are recognized when plan amendment or curtailment occurs.  These amounts are
calculated periodically by independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on government bonds to the net defined benefit liability or asset.  Net interest
on the net defined benefit liability or asset is recognized as expense or income in the consolidated
statements of comprehensive income.

emeasurements comprising actuarial gains and losses, return on plan assets, and any change in the
effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in I in the period in which they arise.  emeasurements are not reclassified to profit or
loss in subsequent periods.

Plan assets are assets that are held in trust and managed by a trustee bank.  Plan assets are not
available to the creditors of the Group, nor can they be paid directly to the Group.  The fair value of
plan assets is based on market price information.  hen no market price is available,  the fair value of

This is consistent with the revenue recognition method applied.  ost of
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plan assets is estimated by discounting expected future cash flows using a  discount rate that reflects
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both the risk associated with the plan assets and the maturity or  expected disposal date of those assets
(or, if they have no maturity, the expected period until  the settlement of the related obligations).

eases
The Group assesses at contract inception whether a contract is, or contains, a lease.  That is, if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.

 reassessment is made after inception of the lease only if one of the following applies:
(a) There is a change in contractual terms, other than a renewal or extension of the arrangement;
(b)  renewal option is exercised or extension granted, unless the term of the renewal or extension

was initially included in the lease term;
(c) There is a change in the determination of whether fulfillment is dependent on a specified asset;

or,
(d) There is substantial change to the asset.

here a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios (a), (c), or (d) and at the date of
renewal or extension period for scenario (b).

s essor.  eases where the Group retains substantially all the risks and benefits of ownership of the
asset are classified as operating leases.  Initial direct costs incurred in negotiating an operating lease
are added to the carrying amount of the leased asset and recognized over the lease term on the same
bases as rental income.  Contingent rents are recognized as revenue in the period in which they are
earned.

ffective January 1, 201  ( pon doption of PFRS 1 )
s essee.  xcept for short-term leases and leases of low-value assets, the Group applies a single

recognition and measurement approach for all leases. Since there are no future lease payments on the
Group’s lease in scope, the Group derecognized the related prepaid land rights under ther
noncurrent assets  in the consolidated statements of financial position and recognized right-of-use
assets representing the right to use the underlying assets.

Right-of-use assets. The Group recognizes right-of-use assets at the commencement date of the lease
(i.e., the date the underlying asset is available for use).  Right-of-use assets are measured at cost, less
any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease
liabilities.  The cost of right-of-use assets includes the amount of lease liabilities recognized, initial
direct costs incurred, and lease payments made at or before the commencement date.  Right-of-use
assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful
lives of the underlying assets.

Right-of-use assets are presented under roperty, plant and equipment  in the consolidated statements
of financial position and are subject to impairment.

Short-term leases. The Group applies the short-term lease recognition exemption to its short-term
leases of o ce spaces and transportation equipment that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option.  ease payments on short-term leases are
recognized as expense on a straight-line basis over the lease term.
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ffective efore January 1, 201  (Prior to doption of PFRS 1 )

*SGVFSM002148*

s essee.  eases where the lessor retains substantially all the risks and benefits of ownership of the
asset are classified as operating lease.  perating lease payments are recognized as an expense in the
consolidated statements of comprehensive income on a straight-line basis over the lease term.

Taxes

urrent income ta . Current income tax liabilities for the current and prior periods are measured
at the amount expected to be recovered from or paid to the tax authority.  The tax rates and tax laws
used to compute the amount are those that have been enacted or substantively enacted as of reporting
date.

Current income tax relating to items recognized directly in equity is recognized in equity and not in
the consolidated statements of comprehensive income.  Management periodically evaluates positions
taken in the tax returns with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

eferred ta . eferred tax is provided using the liability method on temporary di erences between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.

eferred tax liabilities are recognized for all taxable temporary di erences, except:

• hen the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
a ects neither the accounting profit nor taxable profit or loss; or,

• In respect of taxable temporary di erences associated with investments in subsidiaries and
associates, when the timing of the reversal of the temporary di erences can be controlled and it is
probable that the temporary di erences will not reverse in the foreseeable future.

eferred tax assets are recognized for all deductible temporary di erences, the carry forward of
unused tax credits and any unused tax losses.  eferred tax assets are recognized to the extent that it
is probable that taxable profit will be available against which the deductible temporary di erences,
and the carry forward of unused tax credits and unused tax losses can be utilized, except:
• hen the deferred tax asset relating to the deductible temporary di erence arises from the initial

recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, a ects neither the accounting profit nor taxable profit or loss; or,

• In respect of deductible temporary di erences associated with investments in subsidiaries and
associates, deferred tax assets are recognized only to the extent that it is probable that the
temporary di erences will reverse in the foreseeable future and taxable profit will be available
against which the temporary di erences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that su cient taxable profit will be available to allow all or part of
the deferred tax asset to be utilized.  nrecognized deferred tax assets are re-assessed at each
reporting date and are recognized to the extent that it has become probable that future taxable profits
will allow the deferred tax asset to be recovered.

eferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.
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eferred tax relating to items recognized outside profit or loss is recognized outside profit or loss.
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eferred tax items are recognized in correlation to the underlying transaction either in CI or directly
in equity.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, are recognized subsequently if new information about facts and
circumstances change.  The adjustment is either treated as a reduction in goodwill (as long as it does
not exceed goodwill) if it was incurred during the measurement period or recognized in profit or loss.

The Group o sets deferred tax assets and deferred tax liabilities if and only if it has a legally
enforceable right to set o  current tax assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same taxation authority on either the same
taxable entity or di erent taxable entities which intend either to settle current tax liabilities and assets
on a net basis, or to realize the assets and settle the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or assets are expected to be settled or recovered.

redita le ithholding ta es ( ).  C T pertains to taxes withheld on income payments and may
be applied against income tax due.  The balance of taxes withheld is recovered in future period.  The
balance as of end of each reporting period represents the unutilized amount after deducting any
income tax payable.  Creditable withholding tax is stated at its realizable value.

. Revenues, expenses and assets are recognized net of amount of T, if applicable.

or its T-registered activities (i.e., services related to the conditional cash transfer), when T
from provision of services (output T) exceeds T passed on from purchases of goods or services
(input T), the excess is recognized as output T under ccounts and other payables  in the
consolidated statements of financial position.  hen T passed on from purchases of goods or
services (input T) exceeds T from provision of services (output T), the excess is recognized
as input taxes under ther current assets  in the consolidated statements of financial position up to
the extent of the recoverable amount.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part
of receivables or payables in the consolidated statements of financial position.

eferred input .  eferred input T represents portion of input T incurred and paid in
connection from the purchase of a capital good whose acquisition cost exceeds of 1.0 million per
month.  Section 110( ) (1) of the IRC so provides that the input tax on capital goods purchased or
imported in a calendar month for use in trade or business shall be spread evenly over the month of
acquisition and the 59 succeeding months, unless the expected useful life of the capital good is less
than five years, in which case the input tax is amortized over such a shorter period.  ursuant to the
implementation of TR I  law, this provision is applicable only until ecember 1, 2021.  eferred
Input T is stated at its realizable value.

oreign Currencies
The Group’s consolidated financial statements are presented in hilippine eso ( ), which is also the

arent Company’s functional currency.  or each entity, the Group determines the functional
currency and items included in the consolidated financial statements of each entity are measured
using that functional currency.  The Group uses the direct method of consolidation, the gain or loss
that is reclassified to profit or loss reflects the amount that arises from using this method.
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ransactions and balances
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entities at their respective functional currency spot rates at the date the transaction first qualifies for
recognition.  onetary assets and liabilities denominated in foreign currencies are translated at the
functional currency spot rates of exchange at the reporting date.

roup companies.  The functional currency of L is the S Dollar.  n consolidation, the assets
and liabilities of foreign operations are translated into Philippine Peso (P=) at the rate of exchange
prevailing at the reporting date and their statements of profit or loss are translated at exchange rates
prevailing at the dates of the transactions.  The exchange differences arising on translation for
consolidation are recognized under xchange differences in foreign currency translation  in I.

n disposal of a foreign operation, the component of I relating to that particular foreign operation
is reclassified to profit or loss.

Segment eporting
The Group’s operating businesses are organized and managed separately according to the nature of
the product and services provided, with each segment representing a strategic business unit that offers
different products and serves different markets.  Financial information on the Group’s business
segments is presented in Note 24 to the consolidated financial statements.

asic and Diluted arnings Per Share ( PS)
asic PS is computed by dividing net income attributable to equity holder of the Parent ompany

by the weighted average number of common shares issued and outstanding during the year and
adjusted to give retroactive effect to any stock dividends declared during the period.  Diluted PS is
computed by dividing net income attributable to equity holders of the Parent ompany by the
weighted average number of common shares issued and outstanding during the year plus the weighted
average number of common shares that would be issued on conversion of all the dilutive potential
common shares.  The calculation of diluted PS does not assume conversion, exercise or other issue
of potential common shares that would have an antidilutive effect on earnings per share.

As of December 31, 2019, and 2018, the Group has no potentially dilutive common shares.

Provisions
Provisions are recognized when the Group has a present obligation (legal or constructive) as a result
of a past event, it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

hen the Group expects some or all of a provision to be reimbursed, for example, the reimbursement
is recognized as a separate asset, but only when the reimbursement is virtually certain.  The expense
relating to a provision is presented in the consolidated statements of comprehensive income net of any
reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax
rate that reflects, when appropriate, the risks specific to the liability.  hen discounting is used, the
increase in the provision due to the passage of time is recognized as a finance cost.

ontingencies
ontingent liabilities are not recognized in the consolidated financial statements.  These are disclosed

unless the possibility of an outflow of resources embodying economic benefits is remote.  A
contingent asset is not recognized in the consolidated financial statements but disclosed when an
inflow of economic benefits is probable.

.  Transactions in foreign currencies are initially recorded by the Group’s
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vents fter the Reporting eriod
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vents after the reporting period are those events, favorable and unfavorable, that occur between the
end of the reporting period and the date when the consolidated financial statements are authorized for
issue.  ost year-end events that provide additional information about the Group’s financial position
at the reporting date (adjusting events) are reflected in the consolidated financial statements.  ost
year-end events that are not adjusting events are disclosed in the notes to financial statements when
material.

. Significant Accounting Judgments and Estimates

The preparation of the consolidated financial statements in compliance with RS requires the Group
to make judgments and estimates that a ect the amounts reported in the consolidated financial
statements and accompanying notes.  The judgments, estimates and assumptions used in the
accompanying consolidated financial statements are based upon management’s evaluation of relevant
facts and circumstances as of the date of the consolidated financial statements.  uture events may
occur which will cause the judgments and assumptions used in arriving at the estimates to change.
The e ects of any change in judgments and estimates are reflected in the consolidated financial
statements as they become reasonably determinable.

udgments and estimates are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.  ctual results could di er for such estimates.

udgments
In the process of applying the Group’s accounting policies, management has made the following
judgments, apart from those involving estimations, which have the most significant e ect on the
amounts recognized in the consolidated financial statements.

Real estate revenue recognition effective January 1, 2018 (upon adoption of PFRS 15)

Revenue from contracts ith customers. The Group applied the following judgments that
significantly a ect the determination of the amount and timing of revenue from contracts with
customers:

dentifying performance o ligations.  The Group is primarily engaged in real estate sales and
development, sale of palm oil and other palm products including, but not limited to refined
bleached deodorized oil, palm olein, crude palm oil, palm stearin, palm acid oil, palm fatty acid
distillate, and palm kernels, and water services.  The Group accounts for all of the goods and
services in each contract with customer as a single performance obligation capable of being
distinct.

etermining the timing of satisfaction of sale of goods and services .  The Group concluded that
the revenue for sale of palm oil and other palm products and water services is to be recognized
when the goods are delivered or as services are performed and it has a present right to payment
for the services rendered.

istence of a contract. The Group’s primary document for a contract with a customer is a
signed CTS supported by other signed documentations such as reservation agreement, o cial
receipts, buyers’ amortization schedule and invoices and it met all the criteria to qualify as
contract with a customer under RS 15.

•

•

•
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In addition, part of the assessment process of the Group before revenue recognition is to assess
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the probability that the Group will collect the consideration to which it will be entitled in
exchange for the real estate property that will be transferred to the customer.  In evaluating
whether collectability of an amount of consideration is probable, an entity considers the
significance of the customer’s initial payments in relation to the total contract price.
Collectability is also assessed by considering factors such as past history with the customer, age
and pricing of the property.  Management regularly evaluates the historical cancellations and
back-outs if it would still support its current threshold of customers’ equity before commencing
revenue recognition.

Revenue recognition method and measure of progress. The Group concluded that revenue for
real estate sales is to be recognized over time because: (a) the Group’s performance does not
create an asset with an alternative use and; (b) the Group has an enforceable right for performance
completed to date.  The promised property is specifically identified in the contract and the
contractual restriction on the Group’s ability to direct the promised property for another use is
substantive.  This is because the property promised to the customer is not interchangeable with
other properties without breaching the contract and without incurring significant costs that
otherwise would not have been incurred in relation to that contract.  In addition, under the current
legal framework, the customer is contractually obliged to make payments to the developer up to
the performance completed to date.

The Group has determined that output method used in measuring the progress of the performance
obligation faithfully depicts the Group’s performance in transferring control of real estate
development to the customers.  In measuring the progress of its performance obligation over
time, the Group uses the output method.  This method measures progress based on physical
proportion of work done on the real estate project which requires technical determination by the
Group’s specialists (project engineers).

In addition, the Group requires a certain percentage of buyer's payments of total selling price
(buyer's equity), to be collected as one of the criteria in order to initiate revenue recognition.
Reaching this level of collection is an indication of buyer’s continuing commitment and the
probability that economic benefits will flow to the Group.

In 2019, the Group considered that the initial and continuing investments by the buyer of 10%
from 25% in the prior years would demonstrate the buyer’s commitment to pay.  The Group
accounted this change prospectively as a change in an accounting estimate.

Revenue recognition - sales of agricultural goods effective January 1, 2018 (upon adoption of
PFRS 15)

Real estate revenue recognition prior to January 1, 2018 (prior to adoption of PFRS 15).
Selecting an appropriate revenue recognition method for a real estate sale transaction requires
certain judgments about the buyer’s commitment to continue the sale which may be ascertained
through the significance of the buyer’s initial payments and the stage of completion of the
project.  The buyers’ commitment is evaluated based on collections, credit standing and historical
collection from buyers.

In determining whether the sales prices are collectible, the Group considers that initial and
continuing investments by the buyer reaching a level of collection would demonstrate the buyer’s
commitment to pay.  Management regularly evaluates the historical cancellations and back-outs if
it would still support its current threshold of buyers’ equity before allowing revenue recognition.

•

•
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Contractual cash flows assessment
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to identify whether the instrument is consistent with the concept of SPPI.  ‘Principal’ for the purpose
of this test is defined as the fair value of the financial asset at initial recognition and may change over
the life of the financial asset (for example, if there are repayments of principal or amortization of the
premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration
for the time value of money and credit risk.  To make the SPPI assessment, the Group applies
judgment and considers relevant factors such as the currency in which the financial asset is
denominated, and the period for which the interest rate is set.

In contrast, contractual terms that introduce a more than de minimis exposure to risks or volatility in
the contractual cash flows that are unrelated to a basic lending arrangement do not give rise to
contractual cash flows that are solely payments of principal and interest on the amount outstanding.
In such cases, the financial asset is required to be measured at FVPL.

As at December 31, 2019 and 2018, the aggregate carrying values of the financial assets amounted to
=P1,355.2 million and P=848.4 million, respectively (see Note 23).

Evaluation of business model in managing financial instruments .  The Group determines its business
model at the level that best reflects how it manages groups of financial assets to achieve its business
objective.  The Group’s business model is not assessed on an instrument-by-instrument basis, but at a
higher level of aggregated portfolios and is based on observable factors such as:
• How the performance of the business model and the financial assets held within that business

model are evaluated and reported to the entity’s key management personnel;
• The risks that affect the performance of the business model (and the financial assets held within

that business model) and, in particular, the way those risks are managed; and,
• The expected frequency, value and timing of sales are also important aspects of the Group’s

assessment.

The business model assessment is based on reasonably expected scenarios without taking ʽworst case’
or ʽstress case’ scenarios into account.  If cash flows after initial recognition are realized in a way that
is different from the Group’s original expectations, the Group does not change the classification of
the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

Definition of default and credit-impaired financial assets.  The Group defines a financial instrument
as in default, which is fully aligned with the definition of credit-impaired, when a borrower is more
than 90 days past due on its contractual obligations.  However, in certain cases, the Group may also
consider a financial asset to be in default when internal or external information indicates that the
Group is unlikely to receive the outstanding contractual amounts in full.

The criteria above have been applied to all financial instruments held by the Group and are consistent
with the definition of default used for internal credit risk management purposes.  The default
definition has been applied consistently to calculate the Group’s expected loss.

.  For each financial asset, the Group assesses the contractual terms
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An instrument is considered to be no longer in default (i.e. to have cured) when it no longer meets
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any of the default criteria.

e nition o  de au t and credit i aired nancia  assets The Group defines a financial instrument
as in default, which is fully aligned with the definition of credit-impaired, when it meets one or more
of the following criteria:

Quantitati e criteria
The customer is more than 90 days past due on its contractual payments, i.e. principal and or
interest, which is consistent with the regulatory definition of default.

Qua itati e criteria
The customer meets unlikeliness to pay criteria, which indicates the borrower is in significant
financial di culty.  These are instances where:

The borrower is experiencing financial di culty or is insolvent
The borrower is in breach of financial covenant(s)
An active market for that financial assets has disappeared because of financial di culties
Concessions have been granted by the Group, for economic or contractual reasons relating to
the borrower’s financial di culty
It is becoming probable that the borrower will enter ankruptcy or other financial
reorganization

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

An instrument is considered to be no longer in default (i.e. to have cured) when it no longer meets
any of the default criteria for a consecutive period of six months as it has exhibited a satisfactory
track record.  This period of six months has been determined based on an analysis which considers
the likelihood of a financial instrument returning to default status after cure using different possible
cure definitions.

ncor oration o  or ard oo in  in or ation The Group incorporates forward-looking information
into both its assessment of whether the credit risk of an instrument has increased significantly since
its initial recognition and its measurement of ECL.

To do this, the Group has considered a range of relevant forward-looking macro-economic
assumptions for the determination of unbiased general industry adjustments and any related specific
industry adjustments that support the calculation of ECLs.  ased on the Group’s evaluation and
assessment and after taking into consideration external actual and forecast information, the Group
considers a representative range of possible forecast scenarios.  This process involves gathering two
or more economic scenarios and considering the relative probabilities of each outcome.  External
information includes economic data and forecasts published by governmental bodies, monetary
authorities and selected private-sector and academic institutions.

The Group has identified and documented key drivers of credit risk and credit losses of each portfolio
of financial instruments and, using an analysis of historical data, has estimated relationships between
macro-economic variables and credit risk and credit losses.
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Predicted relationship between the key indicators and default and loss rates on various portfolios of
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financial assets have been developed based on analyzing historical data over the past 5 years.  The
methodologies and assumptions including any forecasts of future economic conditions are reviewed
regularly.

The Group has not identified any uncertain event that it has assessed to be relevant to the risk of
default occurring but where it is not able to estimate the impact on ECL due to lack of reasonable and
supportable information.

eter inin  ta a e ro t  ta  ases and ta  rates Upon adoption of the Philippine Interpretation
IFRIC 23, the Group has assessed whether it has any uncertain tax position.  The Group applies
significant judgement in identifying uncertainties over its income tax treatments.  The Group
determined, based on its tax compliance assessment, in consultation with its tax counsel, that it is
probable that its income tax treatments will be accepted by the taxation authorities.  Accordingly, the
interpretation did not have an impact on the consolidated financial statements of the Group.

istinction o  and et een rea  estate in entories and in est ent ro erties The Group determines
whether a property will be classified as real estate inventories or investment properties.  In making
this judgment, the Group considers whether the property will be sold in the normal operating cycle
(real estate inventories).  All other properties that are not yet determined to be sold in the normal
operating cycle are classified as investment properties.

i ni cant in uence on   and In determining whether the Group has significant
in uence over an investee requires significant judgment. Generally, a shareholding of 20.0  to
50.0  of the voting rights of an investee is presumed to give the Group a significant in uence.  The
Group considers that it has significant in uence over its investees when it has board representation
which allows them to participate in the financial and operating policy decisions but is not control or
joint control of those policies.

a uation and reassess ent o  contro  in .  The Group refers to the guidance in PFRS 10,
onso idated inancia  tate ents, when determining whether the Group controls an investee.

Particularly, the Group controls an investee when it is exposed, or has rights, to variable returns from
its involvement with the investee and has the ability to affect those returns through its power over the
investee.  The Group considers the purpose and design of the investee, its relevant activities and how
decisions about those activities are made and whether the rights give it the current ability to direct the
relevant activities.

The Group controls an investee if and only if it has all the following:
a. power over the investee
b. exposure, or rights, to variable returns from its involvement with the investee  and,
c. the ability to use its power over the investee to affect the amount of the investor’s returns.

wnership interest in MCPI represent 49 .  The Group has the ability to direct the relevant activities
and power to affect its returns considering that critical decision making position in running the
operations of the investee are occupied by the representatives of the Group.

Management’s Use of Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.
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The Group’s revenue recognition policy require
management to make use of estimates and assumptions that may affect the reported amounts of
revenues.  The assessment process for the P C and the estimated project development costs requires
technical determination by management’s specialists (project engineers) and involves significant
management judgment.

The Group’s revenue from real estate is recognized based on the P C are measured principally on the
basis of the estimated completion of a physical proportion of the contract work based on the inputs of
the management’s specialists (project engineers).  The Group also includes land in the calculation of
P C since the Group availed the relief granted by the SEC under Memorandum Circular Nos.
14-2018 as of 2018 for the implementation issues of PFRS 15 affecting the real estate industry.

For the years ended December 31, 2019 and 2018, the real estate sales recognized over time
amounted to P=942.7 million and P=705.2 million, respectively, while the related cost of real estate
sales amounted to =P355.2 million and =P293.7 million, respectively.

o ecta i ity o  t e sa es rice In determining whether the sales price is collectible, the Group
considers that the initial and continuing investments by the buyer of 10  and 25  in 2019 and 2018,
respectively, would demonstrate the buyer’s commitment to pay.

In 2019, the Group considered that the initial and continuing investments by the buyer of 10  from
25  in the prior years would demonstrate the buyer’s commitment to pay.  The reassessment of
buyer’s equity to 10  was based on the management’s evaluation of the historical cancellations and
back-outs and consideration of various factors such as collection history with the buyers, age of
receivables and pricing of the property.  In 2019, the change in the buyer’s equity resulted to the
recognition of additional real estate sales amounting to =P225.2 million and additional cost of real
estate sales amounting to P=143.3 million.  The effect in future periods is not determinable because
estimation is impracticable.

The gross amount of ICR and contract assets arising from these sales contracts amounted to
=P733.9 million and =P353.2 million as of December 31, 2019 and 2018, respectively (see Notes 5 and
14).

ro ision or e ected credit osses o  recei a es e ecti e anuary  The Group uses a
provision matrix to calculate ECLs for trade receivables other than ICRs.  The provision rates are
based on days past due for groupings of various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group’s historical observed default rates.  The Group
will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information such as in ation and GDP growth rates.  At every reporting date, the historical observed
default rates are updated and changes in the forward-looking estimates are analyzed.

The Group uses vintage analysis approach to calculate ECLs for ICRs.  The vintage analysis accounts
for expected losses by calculating the cumulative loss rates of a given loan pool.  It derives the
probability of default from the historical data of a homogenous portfolio that share the same
origination period.  The information on the number of defaults during fixed time intervals of the
accounts is utilized to create the PD model.  It allows the evaluation of the loan activity from its
origination period until the end of the contract period.

The Group considers an ICR and contract asset in default when the Group forfeits and repossesses the
property from the customer through cancellation.  owever, in certain cases, the Group may also
consider a financial asset to be in default when internal or external information indicates that the
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Group is unlikely to receive the outstanding contractual amounts in full before taking into account
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any credit enhancements held by the Group.

The probability of default is applied to the estimate of the loss arising on default which is based on
the difference between the contractual cash ows due and those that the Group would expect to
receive, including from the repossession of the subject real estate property, net of cash out ows.  For
purposes of calculating loss given default, accounts are segmented based on facility collateral type
and completion.  In calculating the recovery rates, the Group considered collections of cash and or
cash from resale of real estate properties after foreclosure, net of direct costs of obtaining and selling
the real estate properties after the default event such as commission, association dues, refurbishment,
payment required under Republic Act 6552, ea ty nsta ent uyer ct, and cost to complete (for
incomplete units).  As these are future cash ows, these are discounted back to the reporting date
using the appropriate effective interest rate, usually being the original EIR or an approximation
thereof.

The resulting recovery rate coming from the above process, resulted to zero loss given default, thus
resulting to no recognized impairment loss.

In 2019 and 2018, no additional ECL was recognized in the consolidated statements of
comprehensive income.  As at December 31, 2019 and 2018, the allowance for ECL recognized in the
consolidated statements of financial position amounted to P=0.4 million (see Note 5).

sti atin   o  rea  estate in entories The Group reviews the NRV of real estate inventories and
compares it with the cost.  Real estate inventories are written down below cost when the estimated
NRV is found to be lower than the cost.

NRV for completed real estate inventories is assessed with reference to market conditions and prices
existing at the reporting date and is determined by the Group having taken suitable external advice
and in light of recent market transactions.  NRV in respect of inventory under construction is assessed
with reference to market prices at the reporting date for similar completed property, less estimated
costs to complete construction and less estimated costs to sell.  The estimates used took into
consideration uctuations of price or cost directly relating to events occurring after the end of the
period to the extent that such events confirm conditions existing at the end of the period.

The carrying values of real estate inventories amounted to P=1,581.0 million and =P1,596.8 million as
of December 31, 2019 and 2018, respectively (see Note 6).

eter inin  de reciation et od o  crus in  equi ent and  and ractionation ac ineries .
The Group uses the depreciation method for its property, plant and equipment that best re ects the
expected pattern of consumption of the future economic benefits embodied in the assets.  The
depreciation method used is reviewed periodically, and if there has been a significant change in the
expected pattern of consumption of the future economic benefits embodied in the asset, the method
shall be changed to re ect the changed pattern.  Such a change shall be accounted for as a change in
an accounting estimate.

In 2019, the Group changed the depreciation method of its crushing equipment included in machinery
and equipment and R D and fractionation machineries from units-of-production method to straight-
line method.  The Group assessed that the straight-line method would better re ect the pattern of
expected benefits obtained from the use of the assets.  This resulted to the accelerated recognition of
depreciation expense amounting to =P9.6 million in 2019.  The effect in future periods is not
determinable because estimation is impracticable.  The Group expects salvage value of 10  of the
original cost for the crushing equipment and R D and fractionation machineries.
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sti atin  use u  i es o  ro erty  ant and equi ent
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The Group estimates the useful lives of
property, plant and equipment and investment properties, except land, bearer plants and construction
in progress, based on the period over which the assets are expected to be available for use.  The
estimated useful lives of property, plant and equipment and investment properties are reviewed
periodically and are updated if expectations differ from previous estimates due to physical wear and
tear, technical or commercial obsolescence, and legal or other limits on the use of the assets.  In
addition, the estimation of the useful lives of property, plant and equipment and investment properties
is based on collective assessment of internal technical evaluation and experience with similar assets.
It is possible, however, that future results of operations could be materially affected by changes in
estimates brought about by changes in factors mentioned above.  The amounts and timing of recorded
expenses for any period would be affected by changes in these factors and circumstances.

As of December 31, 2019 and 2018, the aggregate carrying value of depreciable property, plant and
equipment and investment properties, except bearer plants, amounted to P=507.1 million and
=P502.3 million, respectively (see Notes 11 and 12).

sti atin  air a ues o  nancia  assets and ia i ities hen the fair values of financial assets and
liabilities recorded in the consolidated statements of financial position cannot be measured based on
quoted prices in active markets, their fair value is determined using internal valuation techniques
using generally accepted market valuation models.  The inputs to these models are taken from
observable markets where possible, but where this is not feasible, a degree of judgment is required in
establishing fair values.  udgments include considerations of inputs such as liquidity risk, credit risk
and volatility.  Changes in assumptions about these factors could affect the reported fair value of
financial instruments.

As at December 31, 2019 and 2018, the aggregate carrying values of the financial assets amounted to
=P1,355.2 million and P=848.4 million, respectively, and of the financial liabilities amounted to
=P1,774.5 million and P=1,810.9 million, respectively (see Note 23).

air ent o  non nancia  assets The Group assesses impairment on its nonfinancial assets (e.g.
investments in associates, investment properties, property, plant and equipment and other assets
excluding refundable deposits) and considers the following important indicators:

Significant or prolonged decline in the fair value of the asset
Increase in market interest rates or other market rates of return on investments have increased
during the period, and those increases are likely to affect the discount rate used in calculating the
asset’s value-in-use and decrease the asset’s recoverable amount materially
Significant underperformance relative to expected historical or projected future operating results
Significant changes in the manner of use of the acquired assets or the strategy for overall
business
Significant negative industry or economic trends  or,
Significant changes with an adverse effect that have taken place in the technological, market,
economic or legal environment where the Group operates.

The Group determines an impairment loss whenever the carrying amount of an asset exceeds its
recoverable amount, which is the higher of its fair value less costs to sell and its value-in-use.  The
fair value less costs to sell calculation is based on available data from binding sales transactions in an
arm’s length transaction of similar assets or observable market prices less incremental costs for
disposing of the asset.  The value-in-use calculation is based on a discounted cash ow model. The
cash ows are derived from the budget for the remaining contract period or useful lives, if
practicable, and do not include restructuring activities that the Group is not yet committed to or
significant future investments that will enhance the asset base of the cash-generating unit being
tested.  The recoverable amount is most sensitive to the discount rate used for the discounted cash
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ow model as well as the expected future cash in ows and the growth rate used for extrapolation
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purposes.

In 2019, the Group has assessed that its bearer plants has indications of impairment due to the palm oil
plantation’s bearer plants not reaching their optimal fruiting stages.  In 2019, the Group recognized
impairment loss of P=14.8 million to account for the estimated fruit loss due to some trees not reaching
the optimal fruiting stages in accordance with the industry standard yield.  In 2018, the Group
recognized impairment loss of P=17.6 million to account for the trees specifically identified to have been
withered, uprooted or with disease due to unfavorable weather conditions (see Note 12).

No additional impairment was recognized by the Group for the remaining bearer plants since
management estimated that the recoverable amount exceeds the carrying value of the bearer plants
excluding the specific impairment as of December 31, 2019 and 2018.  The recoverable amount was
computed using discounted cash ows approach and considered certain assumptions such as future
fresh fruit bunches production, prices, direct costs, and discount rate.

The Group recognized an allowance for impairment loss on nonfinancial assets amounting to
=P22.0 million and P=17.6 million in 2019 and 2018, respectively (see Notes 8 and 12).

The carrying values of the nonfinancial assets follow:

2019 2018
Investments in associates (Note 10) P=1,430,401,980 P=1,232,298,149

ther current assets  (Note 8) 349,774,970 271,033,265
Property, plant and equipment (Note 12) 880,355,966 892,143,269
Investment properties (Note 11) 97,133,941 115,269,635

ther noncurrent assets 140,857,610 65,431,779
 c udin  re unda e de osits

sti atin  tota  units o  out ut or earer ants The Group estimates the total units of output for its
bearer plants based on its average yield over which the bearer plants are expected to be available for
use.  The estimated total units of output are reviewed periodically and are updated if expectations
differ from previous estimates due to physical wear and tear, technical or commercial obsolescence
and legal or other limits on the use of the bearer plants, and in consideration of the lease term under
the contracts providing the Group for the rights to use parcels of land.  In addition, the estimate is
based on collective assessment of internal technical evaluation and experience.  The carrying amount
of bearer plants, amounted to P=317.2 million and P=333.8 million as of December 31, 2019 and 2018,
respectively (see Note 12).

ost e oy ent de ned ene t an The cost of defined benefit pension plan and the present value
of the pension obligation are determined using actuarial valuations.  The actuarial valuation involves
making various assumptions.  These include the determination of the discount rates, future salary
increases, mortality rates and future pension increases.  Due to the complexity of the valuation, the
underlying assumptions and its long-term nature, defined benefit obligations are highly sensitive to
changes in these assumptions.  All assumptions are reviewed at each reporting date.

As of December 31, 2019, and 2018, the Group’s retirement obligation amounted to =P46.4 million
and =P28.6 million, respectively (see Note 19).

sti atin  rea i a i ity o  de erred ta  assets   The carrying amount of deferred tax assets is reviewed
at each reporting date and reduced to the extent that it is no longer probable that su cient taxable
profit will be available to allow all or part of the deferred tax assets to be utilized.  The Group’s
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assessment on the recognition of deferred tax assets on deductible temporary differences is based
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upon the likely timing and level of future taxable profits determined from the tax planning strategies
of the Group.  This forecast is based on the Group’s past results and future expectations on revenue
and expenses.

As at December 31, 2019 and 2018, deferred tax assets amounting to P=46.3 million and
=P41.1 million, respectively, were not recognized in the consolidated statements of financial position
since it is not probable that su cient taxable income may be available in the future against which the
deferred tax assets can be utilized.  As at December 31, 2019 and 2018, the carrying values of
deferred tax assets amounted to P=27.7 million and P=22.5 million, respectively (see Note 20).

4. s

2019 2018
Cash on hand P=1,165,527 P=904,738
Cash in banks 73,834,354 74,825,294

P=74,999,881 P=75,730,032

Cash in banks pertain to savings and current accounts that generally earn interest based on prevailing
respective bank deposit rates.  The Group earned interest from cash in banks amounting to
=P0.4 million and P=0.5 million in 2019 and 2018, respectively.

5. e eiv es

2019 2018
ICR P=598,655,904 P=82,723,817
Trade receivables 13,524,501 4,950,173
Dividend receivable (Note 10) 182,200,000 80,000,000
Advances to o cers and employees 1,318,906 2,864,006

ther receivables 97,471,164 85,165,164
893,170,475 255,703,160

Less allowance for impairment 474,380 474,380
892,696,095 255,228,780

Less noncurrent portion 146,248,831 102,432,352
P=746,447,264 P=152,796,428

ICR consists of accounts collectible in equal monthly installments with over a period of 2 to 15 years,
and bear interest ranging from 10  to 18  in 2019 and 2018.  The transfer certificates of title remain
in the possession of the Group until full payment has been made by the customers.  Interest earned
from contract assets and ICR amounted to =P2.3 million and =P1.8 million in 2019 and 2018,
respectively.

Trade receivables include receivables from water service and sale of palm oil and other palm products
which are noninterest-bearing and are normally collected within seven (7) to sixty (60) days.

Advances to o cers and employees pertain to salary and other loans granted to the Group’s
employees that are collectible through salary deduction.  These are noninterest-bearing and are due
within one year.  ther receivables pertain to receivables for the sale of equity.  These receivables are
noninterest-bearing and are normally on 30-day terms.
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6.
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e  Est te Invent ries

2019 2018
Land for sale and development P=291,091,721 P=484,425,012
Construction and development costs 1,289,872,543 1,112,377,506

P=1,580,964,264 P=1,596,802,518

The rollforward of this account follows:

2019 2018
alance at beginning of the year P=1,596,802,518 P=1,381,106,519

Construction costs incurred 284,133,119 198,214,941
orrowing costs capitalized (Note 16) 35,651,325 –

Depreciation expense capitalized (Note 12) 5,454,280 6,403,558
Purchase of raw land 4,555,160 230,054,221
Transfers from investment properties (Note 11) 9,600,000 66,164,323
Transfer from deposits for purchased land 8,524,817
Cost of real estate sold 355,232,138 (293,665,861)

P=1,580,964,264 P=1,596,802,518

The real estate inventories are carried at cost.  No inventories are recorded at amounts lower than cost
in 2019 and 2018.

Land for sale and development represents real estate subdivision projects in which the Group has
been granted License to Sell (LTS) by the ousing and Land Use Regulatory oard of the
Philippines.  It also includes raw land inventories that are under development and those that are about
to undergo development.

Construction and development costs incurred pertain to amounts paid to contractors and development
costs in relation to the development of land and construction of housing units, capitalized borrowing
costs and other costs directly attributable to bringing the real estate inventories to its intended
condition.

orrowing costs capitalized to inventories in 2019 amounted to P=35.7 million (Note 16).  The
capitalization rate used to determine the borrowing costs eligible for capitalization is 3.92 .  In 2018,
the Group had no borrowings attributable to its on-going constructions.

In 2018, the Parent Company transferred deposits for purchased land to real estate inventories since
the related CTS or sales contracts have already been executed.

Collateralized properties
Pursuant to the loan agreement, certain real estate inventories were collateralized in favor of the bank
to secure the Group’s short-term and long-term debts (see Note 16).  As at December 31, 2019 and
2018, the carrying values of the collateralized real estate inventories amounted to P=322.8 million and
=P380.7 million.
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7.
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Invent ries at cost

2019 2018
Finished agricultural goods P=91,464,783 P=79,564,205
Construction materials 60,279,616 67,776,253
Materials and other supplies 2,860,697 2,866,630

P=154,605,096 P=150,207,088

The cost of inventories recognized under cost of goods sold in the consolidated statements of
comprehensive income are as follows:

2019 2018 2017
Fresh fruit bunches at the beginning of year P= P=1,442,996 P=–
Purchase and harvest of fresh fruit bunches 28,001,011 60,433,245 60,957,755
Crude palm oil purchased during the year 16,814,433
Fresh fruit bunches at the end of year (1,442,996)
Fresh fruit branches used in production 44,815,444 61,876,241 59,514,759
Direct labor 3,845,652 5,449,733 7,398,890
Manufacturing overhead 12,924,105 11,794,383 8,408,463
Total manufacturing cost 61,585,201 79,120,357 75,322,112
Finished goods at beginning of year 79,564,205 83,269,901 58,834,616
Finished goods at end of year 91,464,783 (79,564,205) (83,269,901)
Total cost of goods sold P=49,684,623 P=82,826,053 P=50,886,827

Depreciation capitalized to inventories amounted to =P2.5 million, P=2.6 million and =P2.0 million in
2019, 2018 and 2017 (see Note 12). Cost of agricultural goods sold in 2019, 2018 and 2017 amounted
to P=49.7 million, P=82.8 million and P=50.9 million, respectively.

Construction materials pertain to supplies used in the construction and development of the real estate
projects.

Materials and other supplies pertain to fertilizers, fuel and oil and other consumables.

8. t er ssets

2019 2018
Current:

Deposits for purchased land P=160,780,887 P=98,233,487
Creditable withholding taxes 98,227,792 96,550,911
Prepaid expenses 66,777,985 59,926,308
Costs to obtain contracts (Note 26) 16,355,255 12,106,922
Refundable deposits 7,296,467 3,879,053
Miscellaneous 336,584 336,584

P=349,774,970 P=271,033,265
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2019
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2018
Noncurrent:

Advances to third party P=102,719,000 P=–
Refundable deposits - net of current portion 36,067,010 27,713,123
Deferred input VAT 2,028,593 7,139,914
Goodwill 43,007 43,007
Prepaid land rights − 30,535,735

P=140,857,610 P=65,431,779

Deposits for purchased land pertain to installment payments made by the Group to the sellers of land
where sales contracts have yet to be executed.  The land is intended to be held for sale in the future.
In 2018, deposits for purchased land amounting to P=66.2 million was transferred to real estate
inventories when the related sales contracts were executed or when the Group obtained control over
the property (see Note 6).

Creditable withholding taxes pertain to carry over of unapplied income tax credits and are recoverable
and can be applied against the income tax payable in future periods.

Prepaid expenses consist mainly of prepaid supplies, employee benefits, rent, insurance and taxes and
licenses which are applicable in the future period.

Advances to third party pertain to advances made by the Group to a third party in connection with its
engagement to explore potential joint venture partners for acceptable business projects.  The advances
are to be applied against the cost of the business project.

Costs to obtain contracts pertain to commissions paid to brokers and marketing agents on the sale of
pre-completed real estate units.  These capitalized costs are charged to expense as “Marketing” under
“General, administrative and selling expenses” in the consolidated statements of comprehensive
income as the related revenue is recognized (see Note 18).

Deferred input VAT pertains to the input VAT from the purchase of a capital good whose acquisition
cost exceeds P=1.0 million.  Section 110(A) (1) of the NIRC so provides that the input tax on capital
goods purchased or imported in a calendar month for use in trade or business shall be spread evenly
over the month of acquisition and the 59 succeeding months, unless the expected useful life of the
capital good is less than five years, in which case the input tax is amortized over such a shorter
period.  Pursuant to the implementation of TRAIN law, this provision is applicable only until
December 31, 2021.  In 2019, input VAT written-off amounting to =P5.0 million was recognized under
“Impairment loss” in the consolidated statements of comprehensive income.

Miscellaneous pertains to advances to suppliers and contractors.

9. Investments in Equity Instruments

Quoted and unquoted equity securities
The Group’s EIFVPL consists of quoted equity securities that are listed and traded in the Philippine
Stock Exchange.  The fair value of these securities has been determined directly by reference to
published prices in an active market using Level 1 fair value hierarchy.  The changes in the fair value
of the quoted equity securities are recognized under “Unrealized gain (loss) on EIFVPL” in the
consolidated statements of comprehensive income.
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The Group’s EIF OCI include unquoted golf club shares and unlisted shares of stock.
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The fair values of the golf club shares are determined using valuation techniques with inputs and
assumptions that are based on market observable data and conditions that market participants would
make for credit and liquidity risks existing at the end each of reporting period.  The fair values are
determined based on average selling price of price per share of similar or identical assets traded in an
active market (Level 2 input).  Moreover, the Group’s unlisted shares of stock are measured at cost
since it represents the best estimate of fair value within the range of possible fair value measurements
which are under Level 3 of the fair value hierarchy.  The changes in the fair value of these unquoted
equity instruments are recogni ed under “ et change in fair value of EIF OCI” in other
comprehensive income.

The rollforward analysis of investments in EIF OCI and EIF PL in 2019 follows:

2019
PL C

Cost:
At anuary 1 P=139,742,698 P=434,070,793
Disposal 75,617,000
At December 31 64,125,698 434,070,793

Cumulative unreali ed gain (loss):
At anuary 1 93,428,040 265,423,108
Disposal 50,555,401
Fair value adjustment 43,513,896 1,086,232
At December 31 641,257 266,509,340

Carrying values P=63,484,441 P=167,561,453

2018
EIF PL EIF OCI

Cost:
At anuary 1 P=212,458,698 P=434,070,793
Disposal (72,716,000) −
At December 31 139,742,698 434,070,793

Cumulative unreali ed gain (loss):
At anuary 1 116,695,671 (294,323,108)
Disposal (39,940,197) −
Fair value adjustment 16,672,566 28,900,000
At December 31 93,428,040 (265,423,108)

Carrying values P=233,170,738 P=168,647,685

In 2019 and 2018, the Group sold its 75,617,000 shares and 72,716,000 shares of Apex Mining
Corporation (AMC) for P=94.1 million and P=122.8 million resulting in a loss of =P32.1 million and a
gain of =P10.1 million, respectively.

In 2018, upon the adoption of PFRS 9, the Group transferred the cumulative unreali ed gain of the
quoted equity securities which resulted to an increase in retained earnings by P=116.9 million, decrease
in AFS investments by P=457.0 million and decrease in OCI by P=105.0 million as of anuary 1, 2018.
These quoted equity securities were reclassified from AFS investments to EIF PL.

The Group’s investments in golf club shares and unlisted shares of stock were irrevocably designated
at F OCI as the Group considers these instruments to be held for the foreseeable future.  Prior to
adoption of PFRS 9, these were categori ed as AFS investments.  Cumulative unreali ed loss for
these investments amounted to P=294.3 million as of anuary 1, 2018.



84

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2019 2018
Palm Concepcion Power Corporation (PCPC) P=1,081,884,039 P=931,199,493
Peakpower Energy, Inc. (PEI) 294,768,295 247,218,353
East West Rail Transit Corporation (EWRTC) 53,749,646 53,880,303

P=1,430,401,980 P=1,232,298,149

2019 2018
Acquisition cost, beginning and end of year P=1,105,595,917 P=1,105,595,917
Accumulated equity in net earnings:

Balances at beginning of year 126,702,232 (32,385,664)
Share in net income 380,303,831 252,093,316

Dividends 182,200,000 (93,005,420)
324,806,063 126,702,232

P=1,430,401,980 P=1,232,298,149

In 2019 and 2018, PEI declared cash dividend to the Group amounting to P=72.2 million and
=P13.0 million, respectively, while PCPC declared cash dividend to the Group amounting to
=P110.0 million and =P80.0 million, respectively.  The Group collected the dividends on anuary 2020
and April 2019, respectively.

The Group’s share in net income (loss) of its associates are shown below:

2019 2018 2017
Palm Concepcion Power Corporation (PCPC) P=260,684,547 P=178,224,889 P=77,108,366
Peakpower Energy, Inc. (PEI) 119,749,941 74,323,092 35,459,929
East West Rail Transit Corporation (EWRTC) 130,657 (454,665) (20,550,032)

P=380,303,831 P=252,093,316 P=92,018,263

nvestment in P P
The Group has 20  investment in PCPC.  PCPC was registered with the SEC on December 18, 2007
primarily to acquire, design, develop, construct, invest in and operate power generating plants.  The
Group accounts its investment in PCPC as investment in associate as it exercises significant in uence
over PCPC.  The following table sets out the summari ed financial information of PCPC as of
December 31, 2019 and 2018:

2019 2018
Assets

Current assets P=3,683,808,510 P=3,444,671,246
oncurrent assets 10,311,897,819 10,814,170,807

Less liabilities
Current liabilities 2,088,588,083 2,140,627,900

oncurrent liabilities 6,778,868,122 7,743,342,259
ity P=5,128,250,124 P=4,374,871,894

Group’s carrying amount of the investment P=1,081,884,039 P=931,199,493

n est ents in Associates
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As of December 31, 2019 and 2018, the Group’s share in PCPC’s net assets amounted to
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=P1,025.7 million and P=875.0 million, respectively.  As of December 31, 2019 and 2018, the excess of
the carrying value over the Group’s share in PCPC’s net assets is attributable to the notional goodwill
and the di erence between the fair value and carrying value of PCPC’s net assets at the date of
acquisition.

2019 2018 2017
Revenue P=5,326,855,110 P=4,966,294,490 P=3,759,702,545
Costs and expenses 4,023,432,382 4,075,170,047 3,374,160,716

et income P=1,303,422,728 P=891,124,443 P=385,541,829

nvestment in P
The Group has 20  investment in PEI.  PEI was incorporated and registered with the SEC on
February 19, 2013 primarily to purchase, acquire, own and hold shares of stock, equity, and property
of energy companies.  Through its subsidiaries, PEI’s focus is to develop, construct, and operate
diesel power plants in Mindanao to address the ongoing power shortages in the region.

The following table sets out the summari ed financial information of PEI as of December 31, 2019
and 2018:

2019 2018
Assets

Current assets P=874,862,507 P=787,571,313
oncurrent assets 2,363,246,269 2,420,957,054

Less liabilities
Current liabilities 1,230,763,795 1,062,002,893

oncurrent liabilities 588,211,988 918,512,234
ity P=1,419,132,993 P=1,228,013,240

Group’s carrying amount of the Investment P=294,768,295 P=247,218,353

As of December 31, 2019 and 2018, the Group’s share in PEI’s net assets amounted to =P283.8 million
and P=245.6 million, respectively.  As of December 31, 2019 and 2018, the excess of the carrying
value over the Group’s share in PEI’s net assets is attributable to the notional goodwill and the
di erence between the fair value and carrying value of PEI’s net assets at the date of acquisition.

2019 2018 2017
Revenue P=1,042,302,657 P=971,558,117 P=613,785,445
Costs and expenses 443,552,945 599,942,655 436,485,800

et income P=598,749,712 P=371,615,462 P=177,299,645

nvestment in R
The Group has 33.33  investment in EWRTC.  The Consortium composed of EWRTC and Alloy
MTD Group (represented by MTD Philippines Inc.) has submitted an unsolicited proposal to the
Philippine ational Railways (P R) to build and then operate and maintain the East-West Rail
Project.  The East-West Rail Project is an integrated light rail mass transportation system and is
intended to help alleviate the gap in the transportation infrastructure in the metropolis.  This project is
in line with the objective of the government to increase the ratio of rail transport systems to the
rocketing ridership demand in Metro Manila and other major urban cities.  The Project will involve
the development, design, construction, supply, completion, testing, commissioning, and operation 
maintenance of the East-West Rail Project that will traverse the corridor of ue on Avenue in
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ue on City and Espa a Boulevard in Manila.   As of December 31, 2019, the Project is under
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evaluation for approval by the ational Economic and Development Authority and the Public-Private
Partnership Center.

On uly 12, 2017, a new investor was given the option to participate in the P R East West Railway
Project as an additional consortium member subject to certain conditions and approval of the P R.

The following table sets out the summari ed financial information of EWRTC as of
December 31, 2019 and 2018:

2019 2018
Assets

Current assets P=38,810,865 P=40,111,635
oncurrent assets 19,043

Less liabilities
Current liabilities 446,128,619 462,637,705

Ca ital de ciency P=407,317,754 (P=422,507,027)

Group’s carrying amount of the investment P=53,749,646 P=53,880,303

As of December 31, 2019 and 2018, the Group’s share in EWRTC’s capital deficiency amounted to
=P135.7 million and =P140.8 million, respectively.  The excess of the Group’s share in the carrying
value of EWRTC’s net assets over the carrying value of the investment is attributable to the
di erence between the fair value and carrying value of EWRTC’s net assets at the date of acquisition.

2019 2018 2017
Revenue P=669 P=1,305 P=80,392,937
Costs and expenses 392,680 1,365,435 142,665,761

et loss P=392,011 P=1,364,130 P=62,272,824

11. n est ent Pro erties

2019 2018
Land held for capital appreciation P=95,523,877 P=113,659,571
Land and building held for lease 1,610,064 1,610,064

P=97,133,941 P=115,269,635

The fair values of land as of December 31, 2019 and 2018 as determined by an independent appraiser
based on International aluation Standards (I S) in 2018, amounted to =P398.4 million in both years.
The Group classifies the fair values of land under Level 3 fair value hierarchy.

The value of the land was arrived at using the Market Data Approach.  In this approach, the value of
the land is based on sales and listings of comparable property registered in the vicinity.  The
technique of this approach requires the establishment of comparable property by reducing reasonable
comparative sales and listings to a common denominator.  This is done by adjusting the di erences
between the subject property and those actual sales and listings regarded as comparable.  The
properties used as basis of comparison are situated within the immediate vicinity of the subject
property.  This valuation approach is categori ed as Level 3 in the fair value hierarchy as at
December 31, 2019 and 2018.  The significant unobservable input to the valuation is the price per
square meter.
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Significant increases or decreases in estimated price per square meter in isolation would result in a
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significantly higher or lower fair value on a linear basis.

The details of land held for capital appreciation are as follows:

2019 2018
Cost:

Balances at beginning of year P=113,659,571 P=179,823,894
Transfers to real estate inventories ( ote 6) 9,600,000 (66,164,323)
Disposal 8,535,694 –

et carrying value P=95,523,877 P=113,659,571

Land and building held for lease for 2019 and 2018 are as follows:

Land ilding otal
Cost:

Balances at beginning and end of year P=1,610,064 P=7,142,747 P=8,752,811
Accumulated depreciation:

Balances at beginning and end of year 7,142,747 7,142,747
P=1,610,064 P= P=1,610,064

In 2019, the Group has sold a land with a net book value of P=8.5 million and recogni ed a gain of
=P5.1 million presented as gain on sale of investment property under “Other income” in the
consolidated statements of comprehensive income (see ote 22).  Proceeds from the sale amounted to
=P13.7 million.

Rental income generated from land held under lease included under “Other income” in the
consolidated statements of comprehensive income amounted to P=0.9 million in 2018 (see ote 22).
Direct operating expense related to land held for lease included under “General, administrative and
selling expenses” in the consolidated statements of comprehensive income amounted to =P0.1 million
in both 2019 and 2018.

Collaterali ed Properties
In 2018, pursuant to the loan agreement, certain investment properties, with a carrying amount of
=P35.7 million, were collaterali ed in favor of the bank to secure the Group’s long-term debt
(see ote 16).



88

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

*S
GV
FS
M0
02
14
8*

12
.

P
ro

er
ty

, P
la

n
t 

an
d

 
i

en
t

20
19

L
an

d
L

ea
se

h
ol

d
ro

e
en

ts
 

ea
re

r 
P

la
n

ts

 a
n

d
ra

ct
io

n
at

io
n

ac
h

in
er

ie
s

il
d

in
g 

an
d

ro
e

en
ts

ac
h

in
er

ie
s

an
d

 
i

en
t

th
er

i
en

t
ig

h
t 

o
 

se
A

ss
et

s
C

on
st

r
ct

io
n

 in
P

ro
gr

es
s

ot
a

l

C
os

t
A

t 
an

ua
ry

 1
,a

s 
pr

ev
io

sl
 r

ep
or

te
d

P=
12

,9
67

,2
97

P=
91

,1
57

,3
34

 
P=

36
0,

65
7,

23
5 

P=
25

3
,0

42
,9

63
P=

56
,9

66
,5

67
 

P=
30

5,
07

0,
38

1 
P=

14
3

,8
44

,3
75

P=
P=

43
,0

11
,5

70
 

P=
1,

26
6,

71
7,

72
2

E
ec

t 
of

 a
do

pt
io

n 
of

 P
F

R
S

 1
6

30
,5

35
,7

35
30

,5
35

,7
35

A
t 

an
ua

ry
 1

,a
s 

re
st

at
ed

12
,9

67
,2

97
91

,1
57

,3
34

36
0,

65
7,

23
5

25
3,

04
2,

96
3

56
,9

66
,5

67
30

5,
07

0,
38

1
14

3,
84

4,
37

5
30

,5
35

,7
35

43
,0

11
,5

70
 

1,
29

7,
25

3,
45

7
A

dd
it

io
ns

23
,7

75
1,

07
4,

04
1

17
,8

57
11

0,
00

0
44

6,
42

9
9,

04
5,

20
0

10
,7

17
,3

02
D

is
p

os
al

s
1,

99
7,

8
57

6,
53

3,
1

25
8,

53
0,

9
82

A
t D

ec
em

be
r 

31
12

,9
67

,2
97

91
,1

81
,1

09
36

1,
73

1,
27

6
25

3,
06

0,
82

0
57

,0
76

,5
67

30
3,

51
8,

95
3

14
6,

35
6,

45
0

30
,5

35
,7

35
43

,0
11

,5
70

 
1,

29
9,

43
9,

77
7

A
cc

la
te

d
 d

e
re

ci
at

io
n

A
t 

an
ua

ry
 1

7,
38

3,
03

0
9,

25
5,

95
9

2,
67

1,
37

5
47

,4
35

,0
44

17
4,

53
1,

38
8

11
5,

73
8,

14
9

35
7,

01
4,

94
5

D
ep

re
ci

at
io

n
6,

53
9,

55
7

74
8,

21
4

10
,0

98
,4

23
87

2,
82

0
4,

58
2,

33
8

9,
91

5,
40

6
1,

23
7,

69
5

33
,9

94
,4

53
D

is
po

sa
ls

1,
6

85
,4

36
4,

7
17

,4
15

6,
4

02
,8

51
A

t D
ec

em
b

er
 3

1
13

,9
22

,5
87

10
,0

04
,1

73
12

,7
69

,7
98

48
,3

07
,8

64
17

7,
42

8,
29

0
12

0,
93

6,
14

0
1,

23
7,

69
5

38
4,

60
6,

54
7

A
ll

o
an

ce
 

or
 i

ai
r

en
t

A
t 

an
ua

ry
 1

17
,5

59
,5

08
17

,5
59

,5
08

A
dd

it
io

n
16

,9
17

,7
56

16
,9

17
,7

56

A
t D

ec
em

be
r 

31
34

,4
77

,2
64

34
,4

77
,2

64
et

 
oo

 
al

e
P=

12
,9

67
,2

97
P=

77
,2

58
,5

22
 

P=
31

7,
24

9,
83

9 
P=

24
0

,2
91

,0
22

P=
8,

76
8,

70
3 

P=
12

6,
09

0,
66

3
P=

25
,4

20
,3

10
P=

29
,2

98
,0

40
P=

43
,0

11
,5

70
 

P=
88

0,
35

5,
96

6

20
18

L
an

d
L

ea
se

ho
ld

Im
pr

ov
em

en
ts

B
ea

re
r 

P
la

nt
s

R
B

D
 a

nd
F

ra
ct

io
n

at
io

n
M

ac
hi

ne
ri

es
B

ui
ld

in
g 

an
d

Im
pr

ov
em

en
ts

M
ac

hi
ne

ri
es

 a
nd

E
qu

ip
m

en
t 

O
th

er
 E

qu
ip

m
en

t
C

on
st

ru
ct

io
n

 in
P

ro
gr

es
s

T
ot

al
C

os
t

A
t 

an
ua

ry
 1

=P
12

,9
67

,2
97

=P
91

,1
57

,3
34

=P
35

9,
58

3,
19

4
=P

25
3,

04
2,

96
3

=P
56

,9
66

,5
67

=P
31

2,
97

2,
29

2
=P

13
0,

82
1,

36
7

=P
41

,5
55

,3
62

 
P=

1,
25

9
,0

6
6,

37
6

A
dd

it
io

ns
–

–
1,

07
4,

04
1

–
–

2,
41

0,
71

5
17

,2
04

,9
77

1,
45

6,
20

8
22

,1
45

,9
41

D
is

po
sa

ls
–

–
–

–
–

(1
0,

31
2,

62
6)

(4
,1

81
,9

69
)

–
(1

4,
49

4,
59

5)
A

t D
ec

em
b

er
 3

1
12

,9
67

,2
97

91
,1

57
,3

34
36

0,
65

7,
23

5
25

3,
04

2,
96

3
56

,9
66

,5
67

30
5,

07
0,

38
1

14
3,

84
4,

37
5

43
,0

11
,5

70
1,

26
6,

71
7,

72
2

A
cc

la
te

d
 d

e
re

ci
at

io
n

A
t 

an
ua

ry
 1

–
2,

94
4,

28
9

8,
68

8,
87

1
2,

27
9,

63
8

45
,7

57
,8

18
17

6,
00

9,
91

2
10

9,
46

4,
90

8
–

34
5,

14
5,

43
6

D
ep

re
ci

at
io

n
–

4,
43

8,
74

1
56

7,
08

8
39

1,
73

7
1,

67
7,

22
6

8,
05

0,
23

4
10

,2
97

,2
30

–
25

,4
22

,2
56

D
is

p
os

al
s

–
–

–
–

–
(9

,5
28

,7
58

)
(4

,0
23

,9
89

)
–

(1
3,

55
2,

74
7)

A
t D

ec
em

be
r 

31
–

7,
38

3,
03

0
9,

25
5,

95
9

2,
67

1,
37

5
47

,4
35

,0
44

17
4,

53
1,

38
8

11
5,

73
8,

14
9

–
35

7,
01

4,
94

5
A

ll
o

an
ce

 
or

 i
ai

r
en

t
–

–
17

,5
59

,5
08

–
–

–
–

–
17

,5
59

,5
08

et
 

oo
 

al
e

=P
1

2,
96

7,
29

7
=P

8
3,

77
4,

30
4

=P
3

33
,8

41
,7

68
=P

2
50

,3
71

,5
88

=P
9

,5
31

,5
2

3
=P

1
30

,5
38

,9
93

=P
2

8,
10

6,
22

6
=P

4
3,

01
1,

57
0

=P
8

92
,1

43
,2

69



89

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

There are no contractual commitments to purchase property and equipment.

*SGVFSM002148*

The depreciation from property, plant and equipment in 2019 and 2018 are recogni ed as:

2019 2018
General, administrative and selling expense

(see ote 18) P=25,015,142 P=16,442,595
Real estate inventories ( ote 6) 5,454,280 6,403,558
Inventories ( ote 7) 2,450,990 2,576,103
Bearer plants 1,074,041 –

P=33,994,453 P=25,422,256

In 2019 and 2018, the Group has assessed that its bearer plants have indications of impairment due to
the palm oil plantation’s bearer plants not reaching their optimal fruiting stages.  In 2019, the Group
recogni ed impairment loss of P=14.8 million to account for the estimated fruit loss due to some trees not
reaching the optimal fruiting stages in accordance with the industry standard yield.  In 2018, the Group
recogni ed impairment loss of P=17.6 million to account for the trees specifically identified to have been
withered, uprooted or with disease due to unfavorable weather conditions.

o additional impairment was recogni ed by the Group for the remaining bearer plants since
management estimated that the recoverable amount exceeds the carrying value of the bearer plants
excluding the specific impairment as of December 31, 2019 and 2018.  The recoverable amount was
computed using discounted cash ows approach and considered certain assumptions such as future
fresh fruit bunches production, prices, direct costs, and using an average discount rate of 6.33  and
7.22  in 2019 and 2018, respectively.

The Group sold property and equipment which resulted to a gain of P=3.5 million and
=P3.0 million in 2019 and 2018, respectively, presented as gain on sale of property and
equipment under “Other income” in the consolidated statements of comprehensive income
(see ote 22).  Proceeds from the sale amounted to P=5.6 million and P=3.9 million in 2019 and
2018, respectively.

As at December 31, 2019 and 2018, the cost of fully depreciated assets still in use by the Group
amounted to P=101.1 million and P=98.5 million, respectively.

13.Acco nts and ther Payables

2019 2018
Trade payables P=427,571,661 P=405,047,650
Accrued expenses 107,291,740 81,030,905
Retention payable 32,964,356 24,100,743
Statutory payables 7,998,026 11,748,227
Accrued interest payable 5,169,768 9,964,349
Other payables 1,699,605 5,904,349

P=582,695,156 P=537,796,223

Trade payables are noninterest-bearing and are generally on a 30 to 60-day credit terms.

Accrued expenses pertain to contractual services, professional fees, rentals and other recurring
expenses incurred by the Group.

Retention payable are noninterest-bearing and pertains to the amount withheld by the Group on
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contractor’s billings to be settled upon completion of the relevant contracts within the year.
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The retention serves as a holdout amount withheld from the contractor to cover for back charges that
may arise from quality issues in a ected projects.

Statutory payables pertain to dues from remittance to Social Security System, Philippine ealth
Insurance Corporation, ome Development Mutual Fund, and withholding taxes. These are
noninterest-bearing and are normally settled within one year.

Other payables include customers’ deposits.  These are noninterest-bearing and are normally settled
within one year.

14.Contract Assets and Liabilities

Contract assets represent the right to consideration that was already delivered by the Group in excess
of the amount recogni ed as installment contracts receivable.  This is reclassified as ICR when the
monthly amorti ation of the customer is already due for collection.  The movement in contract asset is
mainly due to new real estate sales contract recogni ed during the period and increase in percentage
of completion, less reclassification to ICR.

Contract assets are collectible in equal monthly installments over a period of 5 to 15 years, and bear
interest ranging from 10  to 18  in 2019 and 2018.  The transfer certificates of title remain in the
possession of the Group until full payment has been made by the customers.

The Group requires buyers of real estate units to pay a minimum percentage of the total contract price
as reservation fee before the parties enter into a sale transaction.  Payments from buyers which have
not yet reached the buyer’s equity to qualify for revenue recognition and excess of collections over
the recogni ed receivables and contract assets based on POC are presented as “Contract liabilities” in
the consolidated statements of comprehensive income.

When the buyer’s equity is reached by the buyer, revenue is recogni ed, and these deposits and down
payments are applied against the related ICR.  The excess of collections over the recogni ed revenue
is applied against the receivables in the succeeding years.  The movement in contract liabilities is
mainly due to the reservation sales and advance payments of buyers less real estate sales recogni ed
upon reaching the buyer’s equity and from increase in POC.

The Group’s contract assets and contract liabilities as at December 31, 2019 and 2018 are as follows:

2019 2018
Current portion of contract assets P=128,936,113 P=233,125,761

oncurrent portion of contract assets 6,294,565 77,708,587
Contract liabilities 139,504,435 68,365,034

15. elated Party ransactions

Related party relationship exists when one party has the ability to control, directly, or indirectly
through one or more intermediaries, the other party or exercise significant in uence over the other
party making financial and operating decisions.  Such relationship also exists between and or among
entities, which are under common control with the reporting enterprise, or between and or among the
reporting entities and key management personnel, directors, or its shareholders.  In considering each



91

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

possible related party relationship, attention is directed to the substance of relationship and not merely
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the legal form.  Related parties may be individuals or corporate entities.

The Group, in the normal course of business has significant transactions with related parties, which
principally consist of the following:

Loans received by the Group from shareholder (see ote 16).

Shareholder Loan - A
As of December 31, 2018, the Parent Company has outstanding loan from shareholder, which is
classified under “Short-term debt” in the current liabilities amounting to P=369.0 million, being on
demand and noninterest-bearing.

On anuary 13, 2019, the Group signed into an agreement with the shareholder for the remaining
balance of its short-term loan amounting to P=369.0 million to be paid in equal monthly
amorti ation payments to commence on anuary 13, 2019 until December 13, 2030.  The
remaining balance of the loan bears a fixed annual interest rate of 6.00 .

Shareholder Loan - B
As of December 31, 2019 and 2018, ABERDI has outstanding loan from shareholder, which is
classified under “Short-term debt” in the current liabilities amounting to P=8.0 million, being on
demand and noninterest-bearing.

oninterest-bearing cash advances to Group’s associates, PEI and EWRTC.

In 2018, the Group received management fees from EWRTC in relation to its agreement to
manage the business operations and administer the associate’s a airs.

The consolidated statements of financial position include the following amounts resulting from the
above transactions with related parties:

2019

Category A o nt
ecei able
Payable er s Conditions

Shareholder
Short-term debt (see Note 16):

Shareholder Loan - A
Reclassification to long-term debt P=368,973,519 =P– n de and  non nsec red

Shareholder Loan - B – 8,000,000 interest bearing no collateral

ong-term debt (see Note 16):
Shareholder Loan - A

Reclassification from short-term debt P=368,973,519 P=  12 year, 6 00 nsec red
Principal and interest payments 51,328,505  interest bearing no collateral
Current – 6,018,818

oncurrent – 311,626,196

Associates
Advances to*:

PEI P=6,352,755 P=80,543,761 n de and  non nsec red
EWRTC 33,841,598 33,841,598 interest bearing no i air ent

*  Presented as “Receivables from related parties” in the consolidated statements of financial position.
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2018

Category Amount
Receivable

(Payable) Terms Conditions
Shareholder
Short-term debt (see Note 16):

Shareholder Loan - A (P=396,318,794) (P=368,973,519) On demand; non- Unsecured;
Shareholder Loan - B – (8,000,000) interest bearing no collateral

Associates
Advances to*:

PEI =P– P=86,896,516 On demand; non- Unsecured;
interest bearing no impairment

Management fee:
EWRTC P=16,000,000 P=− On demand; non- Unsecured

interest bearing

*  Presented as “Receivables from related parties” in the consolidated statements of financial position.

Terms and Conditions of Transactions with Related Parties
The outstanding accounts with related parties, except for the advances to key management personnel,
shall be settled in cash.  There have been no guarantees provided or received for any related party
receivables or payables.  These accounts are generally unsecured.  Impairment assessment is
undertaken each financial year through a review of the financial position of the related party and the
market in which the related party operates.  The Group has approval process and established limits
when entering into material related party transactions.

The compensation of the key management personnel, included as part of salaries, wages and
employee benefits under “General and administrative expenses” in the consolidated statements of
comprehensive income follows:

2019 2018 2017
Salaries and wages P=44,005,303 P=42,640,592 P=37,167,528
Short-term benefits 2,736,699 60,000 1,048,390
Post-employment benefits 1,436,163 4,063,995 673,250

P=48,178,165 P=46,764,587 P=38,889,168

Key management personnel of the Group include all directors and senior management.

16.Loans Payable

Loans payable represents various secured and unsecured loans obtained from local banks and
shareholders to finance the Group’s real estate development projects, working capital requirements
and for general corporate purposes.

The Group entered into loan agreements with the following banks, Union Bank of the Philippines
(UBP), United Coconut Planters Bank (UCPB), Philippine Bank of Communication (PBCOM), May
Bank Philippines (MBI), BPI Family Savings Bank (BPIF), Development Bank of the Philippines
(DBP), China Bank Corporation (CBC), Asia United Bank (AUB), Bank of Philippines Island
(BPIC), and from its shareholders.
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ort ter  de t
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Short term debt represents peso loans obtained from local ban s and shareholder for wor ing capital
and financing requirements.  These loans, except loan from shareholder, bear annual interest rates
ranging from 4.5  to 9.0  in 2019 and 4.5  to 8.5  in 2018, subject to semi annual and quarterly
repricing and ae due at various dates within the following year from the reporting date.  Loan from
shareholder is on demand and noninterest bearing.

2019 2018

UBP =P100,000,000 P=100,000,000
CBC 100,000,000 100,000,000
UCPB 95,104,000 50,395,200
DBP 74,996,000 59,680,000
Shareholder Loan A (Note 15) 368,973,519
Shareholder Loan B (Note 15) 8,000,000 8,000,000

=P378,100,000 P=687,048,719

Interest expense arising from these loans amounts to P=21.1 million and P=36.7 million in 2019 and
2018, respectively.

Long ter  de t

The long term debt represents various loans obtained from local ban s and shareholders to finance

the Parent Company’s real estate projects and for general corporate purposes.

2019 2018

UBP =P211,388,889 P=164,387,181
UCPB 80,578,108 180,218,808
PBCOM 67,494,993 62,672,218
MBI 66,666,667
BPI 54,048,121 79,534,554
DBP 12,573,984 24,210,860
CBC 11,294,192 8,604,624
AUB 66,219,492
BPIC 12,000,000
Shareholder Loan A (Note 15) 317,645,013

821,689,967 597,847,737
Less current portion 212,402,746 325,725,830

=P609,287,221 P=272,121,907

Loans from UBP
Loans from UBP are comprised of loans subject to fixed and variable interest rates which are payable
in monthly installments and secured by real estate mortgage. ixed rate loans have annual interest
rates ranging from 5.78  to 9.10  payable for 2 to 5 years. ariable rate loans are subject to
variable interest rates based on Philippine Dealing System Treasury Reference Rate 2 (PDST R2)
plus 1.5  subject to a oor rate of 5.5  payable for 7 years.

Loans from UCPB
These loans are payable in quarterly installments for 8 years secured by real estate mortgage which
are subject to variable interest rates ranging from 8.00  to 8.20  and 5.25  to 8.20  in 2019 and
2018, respectively, based on 3 month Philippine Dealing System Treasury ixing (PDST ) rate
obtaining at the time of availment, plus a spread of 2  inclusive of gross receipts tax (GRT) or oor
rate of 5.25  inclusive of GRT per annum whichever is higher, subject to quarterly payment and
resetting.
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Loans from PBCOM
These loans are payable in monthly installments and secured by real estate mortgage. ixed rate loan
has annual interest rate of 11.50  payable for 5 years.  ariable rate loan is subject to variable
interest rates ranging from 8.00  to 10.75  payable for 4 years based on prevailing mar et interest
rate for the same or similar type of loans as determined by the ban .

Loan from MBI
This loan is payable in quarterly installments for 3 years secured by real estate mortgage which is
subject to a fixed annual interest rate of 8.00 .

Loans from BPI
These loans are payable in quarterly installments and secured by real estate mortgage.  ixed rate
loan has annual interest rates of 5.5  payable for 7 years.  ariable rate loans are subject to variable
interest rates ranging from 5.23  to 7.75  payable for 7 to 10 years based on prevailing mar et
interest rate for the same or similar type of loans as determined by the ban .

Loan from DBP
This loan is payable in quarterly installments for 4 years secured by real estate mortgage which is
subject to a fixed annual interest rate of 5.25 .

Loans from CBC
These loans are payable in monthly installments for 2 to 5 years pertaining to secured car loans
subject to fixed annual interest rates ranging from 8.76  to 9.89 .

Loans from AUB
These loans are payable in monthly installments for 5 years secured by real estate mortgage which are
subject to variable interest rates ranging from 5.95  to 7.55  and 5.50  to 6.55  in 2019 and 2018,
respectively, based on prevailing mar et interest rate for the same or similar type of loans as
determined by the ban .

Loan from BPIC
This loan is payable in monthly installments for 3 years secured by real estate mortgage which is
subject to variable interest rates based on prevailing mar et interest rate for the same or similar type
of loans as determined by the ban .  In 2019, interest rates used were 5.23  to 7.75  and 5.23  was
used in 2018 with no changes during the year.

Shareholder Loan  A (modified)
This loan is payable in monthly installments for 12 years, unsecured, and subject to a fixed annual
interest rate of 6  (see Note 15).

The repayment schedule of the long term debt follows:

Year 2019
2020 P=212,402,746
2021 205,134,217
2022 2030 404,153,004

P=821,689,967

Interest expense arising from these loans and from those due to related parties recognized in
consolidated statements of comprehensive income amounts to =P37.6 million and =P47.3 million in
2019 and 2018, respectively.  In 2019, borrowing costs amounting to =P35.7 million are capitalized as
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part of real estate inventories (see Note 6).  The capitalization rate used to determine the borrowing
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costs eligible for capitalization is 3.92 .  In 2018, the Group had no borrowings attributable to its on
going constructions.

Security and Debt Covenants
Real estate inventories with carrying amounts of =P322.8 million and =P380.7 million as of
December 31, 2019 and 2018, respectively, are collateralized for its loans payable (see Note 6).  In
2018, investment properties with a carrying amount of P=35.7 million were collateralized in favor of
the ban  to secure the Parent Company’s long term debt (see Note 11).

The Group is not subject to any financial or negative covenants from its short term and long term
debts.

17.E ity

Co on stoc
As of December 31, 2019 and 2018, the group’s common stoc  consists of:

Authorized
Capital Stoc

Outstanding

2019 2018
Subscribed and issued common shares ,

P=1 par value 3,300,000,000 2,477,668,925 2,477,668,925

Less treasury shares 1,014 1,014

2,477,667,911 2,477,667,911

 nc des fractiona  s ares fro  t e  stoc  di idend dec aration tota ing  s ares

On October 12, 2017, the BOD approved the conversion of the Group’s debt to Brownfield Holdings
Incorporated amounting to P=250,000,000 and deposits for future subscription of alueleases, Inc. and
RME Consulting, Inc. amounting to =P200,000,000 to equity at P=1.13 per share resulting to increase
the number of issued shares by 398,230,088 shares.

On May 19, 2016, the Group declared stoc  dividends amounting to 346,573,104 shares for the
stoc holders of record as of ebruary 10, 2017 and distributed 346,572,301 shares net of 803
fractional shares to the stoc holders.

These stoc  transactions resulted to an increase in the Group’s authorized and subscribed shares of
capital stoc  of 1,300,000,000 and 744,802,389 common shares, respectively.

Record of Registration of Securities with the SEC
The Securities and Exchange Commission (SEC) issued the following orders related to the Group s
registration of its securities which are offered to the public: SEC BED Order No. 1179 issued on
December 17, 1993 of 200.0 million shares at an issue price of P=4.50 per share  SEC BED Order
No. 847 issued on August 15, 1994 of 230.0 million shares  and, SEC C D Order No. 64 issued on
March 12, 1996 of 530.0 million shares.  Common shares are the only equity securities registered
and issued by the Group.

There were 2,092 and 2,098 stoc holders as of December 31, 2019 and 2018, respectively in the
records of the transfer agent, Professional Stoc  Transfer, Inc. (PSTI).

The share price closed at P=0.71 on December 27, 2019 and P=0.78 on December 29, 2018.
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dditiona  aid in ca ita  C
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There are no movements in APIC in 2019 and 2018.  APIC amounted to P=638.0 million (net of
treasury shares amounting to =P1,014) as of December 31, 2019 and 2018.

reas r  s ares
In 2016, the Group has acquired all of the unissued fractional shares arising from the stoc  dividend
declaration in 2013, constituting an aggregate of 1,014 shares.  These 1,014 shares were re ected as
subscribed and issued shares and recognized as treasury shares at cost equal to par value of =P1.
These shares are not entitled for dividends.

etained earnings
Retained earnings include the accumulated equity in undistributed net earnings of consolidated
subsidiaries amounting to P=1,143.1 million and P=648.1 million as of December 31, 2019 and
December 31, 2018, respectively.  These amounts are not available for dividend declaration until
these are declared by the subsidiaries.

Non contro ing interests
The Group’s non controlling interest recognized is the proportionate interests of the Parent Company
in MCPI.  Non controlling interest amounted to =P3.3 million and P=3.5 million as of December 31,
2019 and 2018, respectively.

The summarized financial information of MCPI are provided below.

2019 2018 2017
Assets P=6,839,725 P=6,856,406 P=6,908,783
Liabilities 59,359 559 22,958
Equity 6,780,366 6,855,847 6,885,825
Net loss 75,481 29,978 16,097

As of December 31, 2019, 2018 and 2017, the accumulated balances of and net income attributable to
noncontrolling interests follows:

2019 2018 2017
Accumulated balances:
Noncontrolling interest share in equity P=3,342,671 P=3,495,179 P=3,513,671
Net loss attributable to NCI 152,508 18,492 8,549
Other comprehensive loss attributable to NCI 152,508 18,492 8,549

Ca ita  anage ent
The primary objective of the Group’s capital management is to ensure that it maintains strong and
healthy consolidated statements of financial position to support its current business operations and
drive its expansion and growth in the future.

The Group underta es to establish the appropriate capital structure for each business line, to allow it
su cient financial exibility, while providing it su cient cushion to absorb cyclical industry ris s.

The Group considers debt as a stable source of funding.  The Group attempts to continually lengthen
the maturity profile of its debt portfolio and ma es it a goal to spread out its debt maturities by not
having a significant percentage of its total debt maturing in a single year.
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The Group manages its capital structure and ma es adjustments to it, in the light of changes in
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economic conditions. It monitors capital using leverage ratios on both a gross debt and net debt basis.

The Group is not subject to externally imposed capital requirements.  No changes were made in the
objectives, policies or processes for managing capital in 2019 and 2018.

The table below pertains to the account balances the Group considers as its core economic capital:

2019 2018

Short term debt =P378,100,000 P=687,048,719
Long term debt 821,689,967 597,847,737
Capital stoc 2,477,668,925 2,477,668,925
Additional paid in capital 637,968,859 637,968,859
Retained earnings 1,143,092,830 648,147,097

=P5,458,520,581 P=5,048,681,337

arnings er s are
Basic earnings per share amounts attributable to equity holders of the Parent Company are as follows:

2019 2018 2017
Net income attributable to the owners of the

Parent Company P=494,945,733 P=288,774,597 P=299,590,438
Weighted average number of outstanding shares 2,477,667,911 2,477,667,911 2,178,995,345
Basic earnings per share P=0 20 P=0.12 P=0.14

Earnings per share are calculated using the consolidated net income attributable to the equity holders
of Parent Company divided by the weighted average number of outstanding shares.

18. enera , mini trati e an  e in  Expen e

2019 2018 2017
Personnel cost P=83,069,166 P=93,887,224 P=68,217,305
Mar eting 51,226,497 55,929,765 43,141,610
Taxes and licenses 25,465,859 33,606,761 34,278,530
Depreciation 25,014,986 16,442,595 11,739,258
Outside services 10,998,341 26,179,208 17,857,217
Professional fees 10,250,175 19,948,941 23,720,898
Rental (Note 21) 13,361,982 14,812,424 7,624,645
Utilities and supplies 8,840,293 11,275,592 8,646,046
Transportation and travel 6,619,671 9,867,474 9,561,038
Retirement benefits (Note 19) 5,103,421 8,676,690 5,245,687
Repairs and maintenance 4,524,947 4,921,622 4,609,578
Directors fee 940,647 1,349,500 2,270,500
Board meetings 851,021 1,354,227 817,445
Insurance 541,762 2,115,412 1,716,128
Others 18,393,428 18,033,693 14,207,628

P=265,202,196 P=318,401,128 P=253,653,513
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Mar eting expenses significantly include amortization of the costs to obtain contracts on real estate
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sales and advertising expenses incurred by the Group.

Others  pertain to expenses arising from business and research development and software
maintenance.

19. etirement ene t i ation

The Group has a funded non contributory retirement plan covering all regular and full time
employees effective uly 1, 2002 (anniversary date was amended to ta e effect every anuary 1,
retroactive 2003).  Benefits are dependent on the years of service and the respective employee’s
compensation.

The defined benefit obligation is determined using the Projected Unit Credit method.  There was no
plan of termination, curtailment or settlement for the years ended December 31, 2019 and 2018.

Responsibilities of Trustee
The retirement fund is being administered and managed through a Multi Employer Retirement Plan
(the Plan ) by a trustee ban .  The Retirement Plan Trustee, as appointed by the Group in the Trust
Agreement executed between the Group and the duly appointed Retirement Plan Trustee, is
responsible for the general administration of the Plan and the management of the retirement fund.

The Retirement Plan Trustee may see  the advice of counsel and appoint an investment manager or
managers to manage the retirement fund, an independent accountant to audit the fund, and an actuary
to value the retirement fund.

The following tables summarize the components of retirement benefit costs recognized in the
consolidated statements of comprehensive income and the amounts recognized in the consolidated
statements of financial position.

The components of retirement benefit expense recognized as retirement benefits under General,
administrative and selling expenses  in the consolidated statements of comprehensive income are as
follows (see Note 18):

2019 2018 2017
Current service cost P=2,576,138 P=7,195,622 P=4,691,139
Interest expense on defined benefit obligation 3,083,098 1,747,735 1,333,004
Interest income on plan assets 555,815 (266,667) –
Gain on settlement – – (778,456)
Total retirement benefit expense net P=5,103,421 P=8,676,690 P=5,245,687

The components of remeasurements of retirement benefit costs recognized in OCI are as follows:

2019 2018 2017
Actuarial loss (gain) on defined benefit

obligation P=9,986,687 (P=7,302,949) P=1,939,664
Remeasurement loss (gain) on plan assets 4,368,302 436,563 (207,523)
Income tax effect 4,306,497 2,059,916 (519,642)
Remeasurement loss (gain) at end of year P=10,048,492 (P=4,806,470) P=1,212,499
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Remeasurement loss on defined benefit obligation recognized in the balance sheets are as follows:
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2019 2018
At anuary 1 P=10,036,442 P=14,842,912
Actuarial loss (gain) on defined benefit obligation 9,986,687 (7,302,949)
Actuarial loss (gain) on fair value of plan assets 4,368,302 436,563
Income tax effect 4,306,497 2,059,916
At December 31 P=20,084,934 P=10,036,442

The brea down of the retirement benefit obligation recognized in the consolidated statements of
financial position follow:

2019 2018
Present value of defined benefit obligation P=47,590,152 P=33,643,703

air value of plan assets 1,211,400 (5,023,887)
Retirement benefit obligation P=46,378,752 P=28,619,816

Changes in the present value of the defined benefit obligation follow:

2019 2018
Balance at beginning of year P=33,643,703 P=32,151,135
Current service cost 2,576,138 7,195,622
Interest cost 3,083,098 1,747,735
Benefits paid 1,699,474 (147,840)
Actuarial losses (gains) 9,986,687 (7,302,949)
Balance at end of year P=47,590,152 P=33,643,703

Changes in the fair value of plan assets follow:

2019 2018
Balance at beginning of year P=5,023,887 P=5,341,623
Interest income 555,815 266,667
Actuarial gain (losses) 4,368,302 (436,563)
Benefits paid – (147,840)
Balance at end of year P=1,211,400 P=5,023,887

The fair value of plan assets by each class as of December 31 are as follows:

2019 2018
Equity investments P=741,754 P=4,541,594
Deposits in ban s 481,196 708,712
Debt instruments – 70,334
Others 11,550 (296,753)
Balance at end of year P=1,211,400 P=5,023,887

or determination of the retirement benefit obligation, the following actuarial assumptions were used:

2019 2018
Discount rates used 5 54 7.70
Expected rate of salary increases 4 00 5.00
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Assumptions regarding future mortality and disability are based on the 2001 CSO table Generational
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and The Disability Study, Period 2, Benefit 5, respectively.

The sensitivity analysis below has been determined based on reasonable possible changes of each
significant assumption on the defined benefit obligation as of December 31, 2019, assuming all
other assumptions were held constant.

Decem er 31, 2019
Effect

100 bps increase in discount rate 2 3  to 6 0  ecrea e P=1,363,829
100 bps decrease in discount rate 2 6  to 6 6  increa e 1,495,417
100 bps increase in salary rate 2 6  increa e 1,503,472
100 bps decrease in salary rate 2 4 ecrea e 1,395,937
Increase in DBO, no attrition rates 2 1  increa e 1,875,808

December 31, 2018
Effect

100 bps increase in discount rate 3.7  decrease (P=1,274,668)
100 bps decrease in discount rate 4.1  increase 1,396,313
100 bps increase in salary rate 4.1  increase 1,419,787
100 bps decrease in salary rate 3.8  decrease (1,317,968)
Increase in DBO, no attrition rates 2.0  increase 695,779

The average duration of the defined benefit obligation at the end of the reporting date is
2.4 years. Shown below is the maturity analysis of the undiscounted benefit payments as at
December 31, 2019.

Amount
2020 P=30,659,168
2021 5,277,577
2022 4,484,565
2023 5,993,936
2024 3,613,453
2025 2029 20,566,075

20. ncome Taxe

Provision for income tax pertains to minimum corporate income tax (MCIT) and regular corporate
income tax (RCIT) as follows:

2019 2018 2017
RCIT P=36,444,856 P=39,866,601 P=7,424,653
MCIT 304,879 373,900 253,461

P=36,749,735 P=40,240,501 P=7,678,114
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The reconciliation of provision for income tax computed at the statutory tax rate to provision for
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income tax reported in the consolidated statements of comprehensive income follows:

2019 2018 2017
Provision for income tax computed

at statutory rate P=187,915,473 P=104,648,918 P=88,735,655
Adjustments for:

Share in net income of associates 114,091,149 (75,627,995) (27,605,479)
Interest income subjected to final tax 44,239 (6,162) (56,504)
Change in unrecognized deferred tax assets 27,765,665 35,714,597 1,419,283

 Nondeductible (non taxable) unrealized loss
(gain) on EI PL 13,054,169 (5,001,770) –

 Nondeductible (non taxable) loss (gain) on
sale of EI PL 9,628,444 (3,029,773) –

Nondeductible expenses 5,311,675 8,753,122 12,061,536
Expired NOLCO 2,051,648 1,415,977 309,895
Nontaxable income – (7,883,985) (79,751,268)
Expired MCIT – 1,090,692 1,090,509

P=131,591,686 P=60,073,621 (P=3,796,373)

The components of net deferred tax liabilities as of December 31, 2019 and 2018 follow:

2019 2018
Deferred tax liabilities on:
 Excess of real estate sales based on POC

over real estate sales based on tax rules P=158,601,755 (P=59,781,936)
Prepaid commission 4,906,578 (3,632,077)
Unrealized foreign exchange gain – (4,411,494)

163,508,333 (67,825,507)

Deferred tax assets on:
Retirement benefit liability 6,428,486 5,386,520
Unamortized past service costs 213,517 634,673
Allowance for expected credit losses 126,439 126,439
Unrealized foreign exchange loss 3,281 –

6,771,723 6,147,632
In equity:

Remeasurement loss on retirement benefit plan 7,887,204 3,844,981
Cumulative translation adjustment 1,761,959 –

6,125,245 3,844,981
Deferred tax liabilities net P=150,611,365 (P=57,832,894)
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The components of net deferred tax assets as of December 31, 2019 and 2018 follow:
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2019 2018
Deferred tax assets on:
 Allowance for impairment loss on

property, plant and equipment P=11,854,952 P=5,267,852
Retirement benefit obligation 407,859 428,640
Allowance for impairment on receivables 15,875 15,875
ROU asset 11,282 –
Unamortized past service cost 2,645 6,363,761
Unrealized forex loss 300 –

12,292,913 12,076,128
In equity:

Remeasurement loss on retirement benefit plan 720,624 456,351
Deferred tax assets P=13,013,537 P=12,532,479

Unrecognized deferred tax assets

The Group has NOLCO and MCIT that are available for offset against future taxable income or tax
payable for which deferred tax assets have not been recognized amounting to P=46.3 million and
=P41.1 million as of December 31, 2019 and 2018, respectively.  These come from the following
subsidiaries: ABERDI, BAC, PTCHC, ABBWCI, HLPC, SHDI and MCPI.

As of 2018, the Group has unrecognized deferred tax assets relating to cumulative translation
adjustment from exchange differences in foreign currency translation of BCL’s financial statements
amounting to P=0.9 million.  These were not recognized since management does not expect these to be
realized before expiration.

The details of unrecognized deferred tax assets as at December 31, 2019 and 2018 are as follows:

2019 2018
Temporary

Difference Tax Effect
Temporary
Difference Tax Effect

NOLCO P=151,146,310 P=45,343,893 P=129,819,378 P=38,945,813
Excess MCIT 932,240 932,240 1,184,192 1,184,192
Cumulative translation

adjustment – – 3,104,652 931,396
P=152,078,550 P=46,276,133 P=134,108,222 P=41,061,401

NOLCO.  The details of NOLCO are as follow:

Year
Incurred Expiry Date

At December 31,
2018 Addition Expired

At December 31,
2019

2016 December 31, 2019 P=33,958,898 P=– (P=33,958,898) P=–
2017 December 31, 2020 41,046,466 – – 41,046,466
2018 December 31, 2021 54,814,014 – – 54,814,014
2019 December 31, 2022 – 55,285,830 – 55,285,830

P=129,819,378 P=55,285,830 (P=33,958,898) P=151,146,310
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ear
Incurred Expiry Date

At December 31,
2018 Addition Expired

At December 31,
2019

2016 December 31, 2019 P=556,831 P=– (P=556,831) P=–
2017 December 31, 2020 253,461 – – 253,461
2018 December 31, 2021 373,900 – – 373,900
2019 December 31, 2022 – 304,879 – 304,879

P=1,184,192 P=304,879 (P=556,831) P=932,240

21. ease Agreements

roup as a essor
The Group leased its various properties under operating leases. The term of the lease
agreements is for one year and is renewable upon mutual agreement of both parties.  The
agreements provide that the lessees shall pay for all ma or and minor repairs, business taxes, and
charges for water, light, telephone and other utilities expense.  There is no escalation clause and
the leases are classified as operating leases.

In 2019, lease agreements have expired and were not renewed.  In 2018,rental income from
third parties under these operating leases amounted to 0.9 million (see Note 22).

roup as a essee
In 2019 and 2018, the Group entered into lease agreements with related and non-related parties
for its o ce spaces in Cagayan de Oro City and etro anila and on certain transportation
e uipment which have lease terms of 12 months or less and are renewable upon the agreement
of both parties.  The Parent Company applies the short-term lease’ recognition exemption for
these leases.

There are no other significant restrictions imposed by lease agreements such as those concerning
dividends, additional debt and further leasing.

The Group paid advance rentals for the rights to use parcels of land in Impasugong, alabugao,
Salawaga Tingalan, Opol, isamis Oriental and Tignapoloan, Cagayan de Oro City and to develop
them as palm oil commercial plantations under the Group’s DCs with ASA A A and T
identified as contracts containing leases scoped in under P RS 16.  There are no future lease
payments related to these lease contracts.

In 2019, the movements in the Group s right-of-use asset follows (Note 12):

Cost
At anuary 1 and December 31, 2019 P=41,655,391
Accumulated de reciation
At anuary 1, 2019, as restated 11,119,656
Depreciation 1,237,695
At December 31, 2019 12,357,351
Net oo  value P=29,298,040

The details of excess CIT are as follow:
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The following are the amounts recognized in 2019 in relation to the adoption of P RS 16:
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Depreciation expense of right-of-use asset (Note 12) P=1,237,695
Expenses relating to short-term leases charged to operating expenses

(Note 18) 13,361,982
P=14,599,677

22.Other ncome

2019 2018 2017
Tapping fees, transfer fees and other water

charges P=8,361,245 P=7,240,732 P=5,614,354
Gain on sale of investment property (Note 11) 5,138,414
Gain (loss) on sale of property and

e uipment (Note 12) 3,475,684 2,966,668 (29,673)
Interest income (Notes 4 and 5) 2,741,357 2,281,600 6,411,751
Income from forfeited deposits 1,276,766 5,906,511 4,769,498

anagement fees income (Note 15) 16,000,000 −
Rental income (Notes 11 and 21) 905,206 2,140,115

P=20,993,466 P=35,300,717 P=18,906,045

Income from forfeited collections pertains to deposits from potential buyers deemed nonrefundable
due to prescription of the period for entering into a contracted sale and or payment from defaulting
buyers upon prescription of the period for payment of the re uired amortizations sub ect to the
provisions of Republic Act 6552,Rea ty nsta ent uyer ct.

23.Financial Ris  anagement O ectives and Policies

The Group is exposed to a variety of financial risks, which resulted from its operating, investing and
financing activities in relation to its financial instruments which include financial assets comprising
cash, receivables, advances to a related party, EI PL, EI OCI and refundable deposits included
under Other assets .  This also includes financial liabilities comprising accounts and other payables
(excluding statutory payables), short-term and long-term debts.  The main types of risks are market
risk (mainly interest rate and e uity price risks), credit risk and li uidity risk which arise in the
normal course of the Group’s business activities.

The ob ective of financial risk management is to contain, where appropriate, exposures in these
financial risks to limit any negative impact on the Group’s results and financial position.  The Group
actively measures, monitors and manages its financial risk exposures by various functions pursuant to
the segregation of duties principle.  The management takes charge of the Group’s overall risk
management strategies and for approval of risk strategies and policies under the direction of the
Group’s OD.

The Group’s overall risk management program focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the Group’s financial performance.
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There were no changes in the Group’s financial risk management ob ectives and policies in 2019 and
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2018.

The main risks arising from the use of financial instruments are credit risk, li uidity risk and interest
rate risk.  The Group’s OD reviews and agrees with policies for managing each of these risks. These
are summarized below:

redit Ris
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or
customer contract, leading to a financial loss.

The Group trades only with recognized, creditworthy third parties.  The Group’s receivables are
monitored on an ongoing basis to manage exposure to bad debts and to ensure timely execution of
necessary intervention efforts.  The Group’s debt financial assets are not sub ect to collateral and
other credit enhancement except for real estate receivables.  Real estate buyers are sub ect to standard
credit check procedures, which are calibrated based on payment scheme offered.  The Group’s
respective credit management units conduct a comprehensive credit investigation and evaluation of
each buyer to establish creditworthiness.

In addition, the credit risk for ICRs is mitigated as the Group has the right to cancel the sales contract
without need for any court action and take possession of the sub ect real estate property in case of
refusal by the buyer to pay on time the due ICR.  This risk is further mitigated because the
corresponding title to the subdivision units sold under this arrangement is transferred to the buyers
only upon full payment of the contract price.  In case of default, after enforcement activities, the
Group has the right to cancel the sale and enter into another CTS to another customer after certain
proceedings (e.g. grace period, referral to legal, cancellation process, reimbursement of previous
payments) had been completed.  Given this, based on the experience of the Group, the maximum
exposure to credit risk at the reporting date is nil considering that fair value less cost to repossess of
the real estate pro ects is higher than the exposure at default (i.e., recovery rate is more than 100 ).

ith respect to credit risk arising from the other debt financial assets of the Group, which comprise
cash and due to a related party, the Group’s exposure to credit risk arises from default of the
counterparty, with a maximum exposure e ual to the carrying amount of these instruments.  The
Group transacts only with institutions or banks which have demonstrated financial soundness for the
past 5 years.

The Group’s maximum exposure to credit risk is e ual to the carrying values of its debt financial
assets except for real estate receivables as discussed above.  The table below shows the credit uality
and aging analysis of the Group’s financial assets:

2019 2018
inancial assets:

Cash in banks P=73,834,354 P=74,825,294
Receivables 891,377,189 252,364,774
Receivables from related parties 114,385,359 86,896,516
Refundable deposits 43,363,477 31,592,176

P=1,122,960,379 P=445,678,760
    c uding cas  on and a ounting  and  in  and  respective y

 c uding advances to o cers and e p oyees a ounting to  and  in  and  respective y
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The aging analysis of debt financial assets as of December 31, 2019 and 2018 are as follows:
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2019
Neither Past Past ue But not m aired

otal
ue nor

m aired
ess than

30 ays
30 60
ays

61 90
ays

ore than
90 ays m aired

inancial assets:
Cash in banks =P73,834,354 =P73,834,354 =P P= P= P= P=
Receivables 891,851,569 281,775,681 219,471,516 170,136,017 83,424,011 136,569,964 474,380
Receivables from

related parties 114,385,359 114,385,359
Refundable deposits 43,363,477 43,363,477

P=1,123,434,759 P=513,358,871 P=219,471,516 P=170,136,017 =P83,424,011 P=136,569,964 P=474,380

   c uding cas  on and a ounting 
 c uding advances to o cers and e p oyees a ounting to 

2018

Total

Neither Past
Due

nor Impaired

Past Due ut not Impaired
Less than

30 Days
30-60
Days

61-90
Days

ore than
90 Days Impaired

inancial assets:
Cash in banks P=74,825,294 P=74,825,294 P=– P=– P=– P=– P=–
Receivables 252,839,154 163,399,778 63,932,487 18,857,270 6,175,239 – 474,380
Receivables from

related parties 86,896,516 86,896,516 – – – – –
Refundable deposits 31,592,176 31,592,176 – – – – –

=P446,153,140 =P356,713,764 =P63,932,487 =P18,857,270 =P6,175,239 P=– =P474,380

   c uding cas  on and a ounting 
 c uding advances to o cers and e p oyees a ounting to 

Credit uality per class of the Group’s financial assets are as follows:

2019

Neither Past ue nor m aired Past ue ut

Not m aired

Overdue and

m aired otaligh edium ow

inancial assets:

  Cash in banks =P73,834,354 =P =P =P =P =P73,834,354

Receivables 281,775,681  609,601,508 474,380 891,851,569

Receivables from related

parties 114,385,359 114,385,359

Refundable deposits 43,363,477 43,363,477

P=513,358,871 =P P=  P=609,601,508 P=474,380 P=1,123,434,759

      c uding cas  on and a ounting 
 c uding advances to o cers and e p oyees a ounting to 

2018

Neither Past Due nor Impaired Past Due but

Not Impaired

Overdue and

Impaired TotalHigh edium Low

inancial assets:

Cash in banks =P74,825,294 P=– P=– P=– P=– =P74,825,294

Receivables 163,399,778 – – 88,964,996 474,380 252,839,154

Receivables from related

parties 86,896,516 – – – – 86,896,516

Refundable deposits 31,592,176 – – – – 31,592,176

=P356,713,764 P=– =P– =P88,964,996 =P474,380 =P446,153,140

      c uding cas  on and a ounting 
 c uding advances to o cers and e p oyees a ounting to 

The credit uality of the financial assets was determined as follows:
High uality financial assets include cash and cash e uivalents, which include Cash in banks,
refundable deposits, EI PL and EI OCI which are entered into with highly reputable
counterparties.  This also includes receivables with no default in payments.
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Medium quality financial assets are accounts which are typically not impaired as the
counterparties generally respond to credit actions and update their payments accordingly.  The
Group’s EIFVOCI are classified as Grade B because these assets are susceptible to untoward
consequences due to the current financial positions of counterparties.
Low quality financial assets are accounts which have probability of impairment based on
historical trend.  These accounts show propensity to default in payment despite regular follow-up
actions and extended payment terms.  This includes receivables with up to 3 defaults in payment.

Liquidity risk
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments
associated with financial instruments.  Liquidity risk may result from either the inability to sell
financial assets quickly at their fair values; or the counterparty failing on repayment of a contractual
obligation; or inability to generate cash inflows as anticipated.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through
the use of bank loans and advances from related parties.  The Group monitors its cash flow position
and overall liquidity position in assessing its exposure to liquidity risk.  The Group maintains a level
of cash deemed adequate by management to finance its operations and capital requirements and to
mitigate the effects of fluctuations in cash flows.  The Group considers its available funds and its
liquidity in managing its long-term financial requirements.  It matches its projected cash flows to the
projected amortization of long-term borrowings.  For its short-term funding, the Group’s policy is to
ensure that there are sufficient operating inflows to match repayments of short-term debt.  As part of
its liquidity risk management, it regularly evaluates its projected and actual cash flows.

The tables below summarize the Group’s financial assets that can be used to manage its liquidity risk
and the maturity profile of its financial liabilities as of December 31, 2019 and 2018 based on
contractual undiscounted payments:

2019
On

Demand
One Year

and Below
More than
One Year Total

Financial Assets
Cash P=74,999,881 P=– P=– P=74,999,881
Receivables* – 745,128,358 146,248,831 891,377,189
EIFVPL – 63,484,441 – 63,484,441
EIFVOCI – – 167,561,453 167,561,453
Receivables from related parties 114,385,359 – – 114,385,359
Refundable deposits 43,363,477 – – 43,363,477

P=232,748,717 P=808,612,799 P=313,810,284 P=1,355,171,800

Financial Liabilities
Accounts and other payables** P=– P=574,697,130 P=– P=574,697,130
Short-term debt
 Principal – 378,100,000 – 378,100,000
 Interest – 11,835,904 – 11,835,904
Long-term debt
 Principal P=– P=212,402,746 P=609,287,221 P=821,689,967
 Interest – 46,817,436 114,282,429 161,099,865

P=– P=1,223,853,216 P=723,569,650 P=1,947,422,866
Net Inflow (Outflow) P=232,748,717 (P=415,240,417) (P=409,759,366) (P=592,251,066)
* Excluding advances to officers and employees amounting to P=1,318,906.

** Excluding statutory payables amounting to P=7,998,026.

edium uality financial assets are accounts which are typically not impaired as the
counterparties generally respond to credit actions and update their payments accordingly.  The
Group’s EI OCI are classified as Grade  because these assets are susceptible to untoward
conse uences due to the current financial positions of counterparties.
Low uality financial assets are accounts which have probability of impairment based on
historical trend.  These accounts show propensity to default in payment despite regular follow-up
actions and extended payment terms.  This includes receivables with up to 3 defaults in payment.

i uidity ris
Li uidity risk is the risk that an entity will encounter di culty in raising funds to meet commitments
associated with financial instruments.  Li uidity risk may result from either the inability to sell
financial assets uickly at their fair values  or the counterparty failing on repayment of a contractual
obligation  or inability to generate cash in ows as anticipated.

The Group’s ob ective is to maintain a balance between continuity of funding and exibility through
the use of bank loans and advances from related parties.  The Group monitors its cash ow position
and overall li uidity position in assessing its exposure to li uidity risk.  The Group maintains a level
of cash deemed ade uate by management to finance its operations and capital re uirements and to
mitigate the effects of uctuations in cash ows.  The Group considers its available funds and its
li uidity in managing its long-term financial re uirements.  It matches its pro ected cash ows to the
pro ected amortization of long-term borrowings.  or its short-term funding, the Group’s policy is to
ensure that there are su cient operating in ows to match repayments of short-term debt.  As part of
its li uidity risk management, it regularly evaluates its pro ected and actual cash ows.

The tables below summarize the Group’s financial assets that can be used to manage its li uidity risk
and the maturity profile of its financial liabilities as of December 31, 2019 and 2018 based on
contractual undiscounted payments:

2019

On
emand

One ear
and Below

ore than
One ear otal

Financial Assets
Cash =P74,999,881 =P =P =P74,999,881
Receivables 745,128,358 146,248,831 891,377,189
EI PL 63,484,441 63,484,441
EI OCI 167,561,453 167,561,453
Receivables from related parties 114,385,359 114,385,359
Refundable deposits 43,363,477 43,363,477

P=232,748,717 P=808,612,799 P=313,810,284 P=1,355,171,800

Financial ia ilities
Accounts and other payables =P P=574,697,130 =P P=574,697,130
Short-term debt
 Principal 378,100,000 378,100,000
 Interest 11,835,904 11,835,904

Long-term debt
 Principal =P P=212,402,746 P=609,287,221 P=821,689,967
 Interest 46,817,436 114,282,429 161,099,865

=P P=1,223,853,216 P=723,569,650 P=1,947,422,866

Net n ow Out ow P=232,748,717 P=415,240,417 P=409,759,366 P=592,251,066

 c uding advances to o cers and e p oyees a ounting to 
 c uding statutory paya es a ounting to 
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On
Demand

One ear
and elow

ore than
One ear Total

Financial Assets
Cash =P75,730,032 P=– P=– =P75,730,032
Receivables – 149,932,422 102,432,352 252,364,774
EI PL – 233,170,738 – 233,170,738
EI OCI – – 168,647,685 168,647,685
Receivables from related parties 86,896,516 – – 86,896,516
Refundable deposits 31,592,176 – – 31,592,176

=P194,218,724 =P383,103,160 =P271,080,037 =P848,401,921

Financial ia ilities
Accounts and other payables P=– =P526,047,996 P=– =P526,047,996
Short-term debt
 Principal – 687,048,719 – 687,048,719
 Interest – 13,812,431 – 13,812,431
Long-term debt
 Principal – 325,725,830 272,121,907 597,847,737
 Interest – 55,554,293 121,518,097 177,072,390

P=– =P1,608,189,269 =P393,640,004 =P2,001,829,273

Net n ow Out ow =P194,218,724 (P=1,225,086,109) (P=122,559,967) (P=1,153,427,352)

 c uding advances to o cers and e p oyees a ounting to 
 c uding statutory paya es a ounting to 

arket Risk
arket risk is the risk that the fair value or future cash ows of a financial instrument will uctuate

because of changes in market prices.  The value of a financial instrument may change as a result of
changes in interest rates, foreign currency exchanges rates, commodity prices, e uity prices and other
market changes.

nterest Rate Ris Interest rate risk is the risk that the fair value or future cash ows of the Group’s
financial instruments will uctuate because of changes in market interest rates.  The Group’s interest
rate risk management policy centers on reducing the overall interest expense and exposure to changes
in interest rates.  Changes in market interest rates relate primarily to the Group’s interest bearing debt
obligations with oating interest rates or rates sub ect to repricing as it can cause a change in the
amount of interest payments. The following table demonstrates the sensitivity to a reasonably
possible change in interest rates, with all variables held constant, of the Group’s income before tax
and e uity, through the impact on oating rate borrowings:

2019 2018

ncrease decrease
in asis oints

E ect on ro t
efore ta

Increase (decrease) in
basis points

Effect on profit
before tax

300 P=3,123,787 300 (P=3,126,287)
200 2,082,524 200 (2,085,024)
100 1,041,262 100 (1,043,762)
100 1,041,262 (100) 1,043,762
200 2,082,524 (200) 2,085,024
300 3,123,787 (300) 3,126,287

uity rice Ris The Group’s e uity investments listed in the PSE and golf and club shares are
susceptible to market price risk arising from uncertainties about future values of the investment
securities.

The Group is exposed to e uity price risk with respect to EI OCI.
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The analysis below demonstrates the sensitivity to a reasonably possible change of market index with
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all other variables held constant, of the Group’s net income and e uity as of December 31, 2019 and
2018.

Effect on net income Effect on e uity
Change in index 2019 2018 2019 2018

5 P=3,174,222 P=11,658,537 P=7,739,022 P=7,793,333
-5 3,174,222 (11,658,537) 7,739,022 (7,793,333)

The following table presents a comparison by category of carrying values and estimated fair values of
the Group’s financial instruments as at December 31:

2019 2018

Carrying
alues Fair alues

Carrying
alues air alues

Financial Assets
Cash P=74,999,881 P=74,999,881 =P75,730,032 =P75,730,032
Receivables 891,377,189 893,596,231 252,364,774 256,956,659
Receivables from related parties 114,385,359 114,385,359 86,896,516 86,896,516
EI PL 63,484,441 63,484,441 233,170,738 233,170,738
EI OCI 167,561,453 167,561,453 168,647,685 168,647,685
Refundable deposits 43,363,477 43,363,477 31,592,176 31,592,176

P=1,355,171,800 P=1,357,390,842 =P848,401,921 =P852,993,806

Financial ia ilities
Accounts and other payables P=574,697,130 P=574,697,130 =P526,047,996 =P526,047,996
Short-term debt 378,100,000 378,100,000 687,048,719 687,048,719
Long-term debt 821,689,967 903,019,072 597,847,737 599,379,922

P=1,774,487,097 P=1,855,816,202 =P1,810,944,452 =P1,812,476,637

    c uding advances to o cers and e p oyees a ounting to  and  in  and  respective y
   c uding statutory paya es a ounting to  and  in  and  respective y

The following methods and assumptions were used to estimate the fair value of each class of
financial instrument for which it is practicable to estimate such value:

as  receiva es (e cept R),refunda e deposits,accounts and ot er paya es and s ort ter
de t.  The fair values approximate their carrying amounts as of reporting dates due to the short-
term maturity of these financial instruments.

R.  The fair value of ICR due within one year approximates its carrying amount.  Noncurrent
portion of ICR are discounted using the applicable discount rates for similar types of instruments
(Level 3 input).

F The carrying value is e uivalent to its fair value.  The fair values have been determined
directly by reference to published prices in an active market (Level 1 input).

F or publicly traded e uity securities, fair values are based on uoted prices.  or
un uoted e uity securities, the fair value is determined using valuation techni ues with inputs and
assumptions that are based on market observable data and conditions and re ect appropriate risk
ad ustments that market participants would make for credit and li uidity risks existing at the end
each of reporting period.  The fair values are determined based on average selling price of price
per share of similar or identical assets traded in an active market (Level 2 input).

ong ter  de t The fair value of borrowings with fixed interest rate is based on the discounted
net present value of cash ows using the PH AL.  Discount rates used range from 5.4  and
7.5  in 2019 and 5.5  to 7.2  in 2018.  The Group classifies the fair value of its long-term debt
under Level 3.
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The Group uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation techni ue:

 Level 1: uoted (unad usted) prices in active markets for identical assets or liabilities
 Level 2: other techni ues for which all inputs which have a significant effect on the recorded

              fair value are observable, either directly or indirectly  and,
 Level 3: techni ues which use inputs which have a significant effect on the recorded fair value

              that are not based on observable market data.

As at December 31, 2019 and 2018, there were no transfers between Level 1 and Level 2 fair value
measurements, and no transfers into and out of Level 3 fair value measurements.

24.Segment nformation

usiness segment information is reported on the basis that is used internally for evaluating segment
performance and deciding how to allocate resources among operating segments.  Accordingly, the
segment information is reported based on the nature of service the Group is providing.

The segments where the Group operate follow:

Real estate development - Development of land into commercial and residential subdivision, sale
of lots and residential houses and the provision of customer financing for sales
Agricultural - Development of land for palm oil production and sale of palm oil and other palm
products including, but not limited to refined bleached deodorized oil, palm olein, crude palm oil,
palm stearin, palm acid oil, palm fatty acid distillate, and palm kernels.
Power and utilities - Operating of power plants and or purchase, generation, production supply
and sale of power.  However, there was no commercial operations yet as of December 31, 2019
Holding - Holding of properties of every kind and description.

Segment performance is evaluated based on operating profit or loss and is measured consistently with
operating profit or loss in the consolidated financial statements.

or the years ended December 31, 2019, 2018 and 2017, there were no revenue transactions with a
single external customer which accounted for 10  or more of the consolidated revenue from external
customers.

The financial information about the operations of these operating segments is summarized below
(in thousands):

For the ear Ended ecem er 31, 2019
Real Estate
evelo ment Agricultural

Power
and tilities olding Eliminations Consolidated

Revenue P=964,086 P=63,724 =P =P =P P=1,027,810
Costs and expenses 367,222 49,684 416,906

Gross profit 596,864 14,040 610,904
General, administrative and

selling expenses 201,509 66,302 472 457 3,538 265,202
Other income (expenses) 2,087 16,806 380,443 104,834 185,700 280,684
Income (loss) before income tax 393,268 69,068 379,971 104,377 182,162 626,386
Provision for (benefit from)

income tax 120,042 1,326 1 12,878 131,593
Net income (loss) P=273,226 P=67,742 P=379,972 P=104,377 P=195,040 P=494,793
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Real Estate
evelo ment Agricultural

Power
and tilities olding Eliminations Consolidated

Net income attributable to:
Owners of the Parent Company P=273,226 P=67,742 P=380,010 P=104,377 P=195,078 P=494,793
Non-controlling interests 38 38

P=273,226 P=67,742 P=379,972 P=104,377 P=195,040 P=494,793

As of ecem er 31, 2019
Real Estate
evelo ment Agricultural

Power
and tilities olding Eliminations Consolidated

Other information
Segment assets P=5,740,190 P=1,275,544 P=1,423,671 P=1,193,626 P=3,578,405 P=6,054,626
Deferred tax assets 3,775 9,239 13,014

Total Assets P=5,740,190 P=1,279,319 P=1,423,671 P=1,193,626 P=3,569,166 P=6,067,640

Segment liabilities P=1,769,159 P=1,084,596 P=41,241 P=829,590 P=1,784,043 P=1,940,543
Deferred tax liabilities 148,849 3 1,759 150,611

Total Liabilities P=1,918,008 P=1,084,596 P=41,244 P=829,590 P=1,782,284 P=2,091,154

or the ear Ended December 31, 2018
Real Estate

Development Agricultural
Power

and Utilities Holding Eliminations Consolidated
Revenue P=725,628 P=103,940 P=– P=– (P=3,500) P=826,068
Costs and expenses (303,291) (82,826) – – – (386,117)

Gross profit 422,337 21,114 – – (3,500) 439,951
General, administrative and

selling expenses (256,676) (60,960) (3,267) (1,155) 3,657 (318,401)
Other income (expenses) (3,277) (22,401) 4 94,106 158,848 227,280
Income (loss) before income tax 162,384 (62,247) (3,263) 92,951 159,005 348,830
Provision for income tax 32,626 15,064 48 325 12,011 60,074
Net income (loss) P=129,758 (P=77,311) (P=3,311) P=92,626 P=146,994 P=288,756

Net income attributable to:
Owners of the Parent Company P=129,758 (P=77,311) (P=3,296) P=92,626 P=146,979 P=288,756
Non-controlling interests – (15) – 15 –

P=129,758 (P=77,311) (P=3,311) P=92,626 P=146,994 P=288,756

As of December 31, 2018
Real Estate

Development Agricultural
Power

and Utilities Holdings Eliminations Consolidated
Other information

Segment assets P=5,318,537 P=1,285,269 P=278,403 P=1,115,954 (P=2,544,469) P=5,453,694
Deferred tax assets – 37,503 4,968 154 (30,093) 12,532

Total Assets =P5,318,537 =P1,322,772 =P283,371 =P1,116,108 (=P2,574,562) =P5,466,226

Segment liabilities P=1,709,631 P=– P=210,046 P=– P=– P=1,919,677
Deferred tax liabilities 51,938 1,049,719 – 890,705 (1,934,529) 57,833

Total Liabilities P=1,761,569 P=1,049,719 P=210,046 P=890,705 (P=1,934,529) P=1,977,510

or the ear Ended December 31, 2017
Real Estate

Development Agricultural
Power

and Utilities Holdings Eliminations Consolidated
Revenue P=472,495 P=82,430 P=– P=– (P=3,500) P=551,425
Costs and expenses (255,147) (37,398) (4,333) (175) 3,500 (293,553)

Gross profit (loss) 217,348 45,032 (4,333) (175) – 257,872
General, administrative and

selling expenses (P=178,133) (P=47,760) (P=11,840) (P=15,920) P=– (P=253,653)
Other income (expenses) 223,414 (23,865) – 92,018 – 291,567
Income (loss) before income tax 262,629 (26,593) (16,173) 75,923 – 295,786

enefit from income tax (3,796) – – – – (3,796)
Net income (loss) P=258,833 (P=26,593) (P=16,173) P=75,923 P=– P=291,990

Net income attributable to:
Owners of the Parent Company P=258,833 (P=26,593)  (=P16,164) P=75,923 P=– P=291,999
Non-controlling interests – – (9) – – (9)

P=258,833 (P=26,593) (P=16,173) P=75,923 P=– P=291,990



112

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

As of December 31, 2017
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Real Estate

Development Agricultural

Power

and Utilities Holdings Eliminations Consolidated

Other information
Segment assets P=5,438,692 P=1,155,057 P=47,487 P=967,786 (P=2,532,329) P=5,076,693

Deferred tax assets 20,735 17,393 148 154 – 38,430

Total Assets P=5,459,427 P=1,172,450 P=47,635 P=967,940  (=P2,532,329) P=5,115,123

Segment liabilities P=2,080,139 P=825,425 P=28,851 P=688,400  (=P1,970,770) P=1,652,045

Deferred tax liabilities 74,107 – 2 –  (16,211) 57,898

Total Liabilities P=2,154,246 P=825,425 P=28,853 P=688,400  (=P1,986,981) P=1,709,943

25.Notes to Consolidated Statements of Cash Flows

2019
Beginning

Balance Availments Payments Others Ending Balance
Short-term debt P=687,048,719 P=245,805,000 (P=185,780,200) (P=376,973,519) P=370,100,000
Long-term debt 597,847,737 265,676,700 (410,807,989) 376,973,519 829,689,967
Interest (Note 13) 9,964,349 – (64,524,147) 59,729,566 5,169,768

=P1,294,860,805 =P511,481,700 (P=661,112,336) =P59,729,566 =P1,204,959,735

2018
Beginning

Balance Availments Payments Others Ending Balance
Short-term debt P=544,500,000 P=548,653,519 (P=406,104,800) P=– P=687,048,719
Long-term debt 892,699,036 108,815,298 (403,666,597) – 597,847,737
Interest (Note 13) 7,073,139 – (81,140,117) 84,031,327 9,964,349

P=1,444,272,175 P=657,468,817 (P=890,911,514) P=84,031,327 P=1,294,860,805

Others include reclassification of loan from shareholder from short-term debt to long-term debt in
2019 (see Notes 15 and 16), interest expense and capitalized borrowing costs.

26.Revenue from Contracts with Customers

Revenue Disaggregation
The Group derives revenue from the transfer of services and goods over time and at a point in time,
respectively, in different product types.  The Group’s disaggregation of each sources of revenue from
contracts with customers are presented below:

2019 2018
Type of product :
Real estate sales

House and lot units P=480,756,219 P=347,233,146
Lot-only units 461,979,547 357,952,543

Sale of agricultural goods
Crude palm oil 45,945,063 75,205,185
Palm olein 9,546,393 8,367,151
Palm kernel cake 3,602,097 −
Palm acid oil 1,836,356 2,081,326
Palm kernel 1,348,977 3,132,811

(Forward)



113

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

*SGVFSM002148*

201
alm stearin 4,746,991
alm fatty acid distillate 3 7,964
efined bleached deodori ed oil 6, 1 ,927

ater service 20,441, 16
26,067, 60

The real estate sales are revenue from contracts with customers that are recogni ed over time while
revenue from water service and sale of agricultural goods are recogni ed at a point in time.

ontract alances

201
IC 2,723, 17
Current portion of contract assets 233,12 ,761
Noncurrent portion of contract assets 77,70 , 7
Costs to obtain contracts 12,106,922
Contract liabilities 6 ,36 ,034

IC  are from real estate sales which are collectible in equal monthly installments with over a period
of 2 to 1  years, and bear interest ranging from 10  to 1  in 2019 and 201 .  The transfer
certificates of title remain in the possession of the Group until full payment has been made by the
customers

Contract assets represent the right to consideration that was already delivered by the Group in excess
of the amount recogni ed as IC .  This is reclassified as IC  when the monthly amorti ation of the
customer is already due for collection.  The movement in contract asset is mainly due to new real
estate sales contract recogni ed during the period and increase in percentage of completion, less
reclassification to IC .

Cost to obtain contract are derecogni ed if sales are subsequently cancelled.  The balances below
pertain to the costs to obtain contracts

201
Balance at anuary 1, as re io sl  re orte 11,394, 4
Additions 36,666,711
Amorti ation 3 , 43,672
Balance at end of the year 12,217, 93

The amorti ation of prepaid commissions which are expensed as the related revenue is recogni ed
totaling 2 .6 million and 3 .  million in 2019 and 201 , respectively, are recogni ed as marketing
expenses presented under General, administrative and selling expenses  account in the consolidated
statements of comprehensive income see Note 1 .

Contract liabilities consist of collections from real estate customers which have not reached the equity
threshold to qualify for revenue recognition and excess of collections over the goods and services
transferred by the Group based on percentage of completion.  The movement in contract liability is
mainly due to sales reservations and advance payments of buyers less real estate sales recogni ed
upon reaching the buyer’s equity and from increase in percentage of completion.
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Information about the arent Company’s significant performance obligation is summari ed below

Real estate sales
The arent Company entered into contracts to sell with one identified performance obligation, which
is the sale of the real estate unit together with the services to transfer the title to the buyer upon full
payment of contract price.  The amount of consideration indicated in the contract to sell is fixed and
has no variable consideration.  The sale of real estate unit may cover the contract for either the i
serviced lot  ii , and service lot and house and the arent Company concluded that there is one
performance obligation in each of these contracts.  The arent Company recogni es revenue from the
sale of these real estate projects under pre-completed contract over time during the course of the
construction.

ayment commences upon signing of the contract to sell and the consideration is payable in cash or
under various financing schemes entered with the customer.  The financing scheme would include
payments of 10  to 2  in 2019 and 201 , respectively, of the contract price spread over a certain
period e.g., three months to four years  at a fixed monthly payment with the remaining balance
payable a  in full at the end of the period either through cash or external financing  or b  through in-
house financing which ranges from two 2  to fifteen 1  years with fixed monthly payment, in 2019
and 201 .  The amount due for collection under the amorti ation schedule for each of the customer
does not necessarily coincide with the progress of construction, which results to either a contract asset
or contract liability.

The remaining performance obligation is expected to be recogni ed within one year which relate to
the continuous development of the arent Company’s real estate projects.  The arent Company’s real
estate projects are completed within 6 months to 12 months, from start of construction.

pon the adoption of  1  as at anuary 1, 201 , the Group’s retained earnings decreased by
17.1 million, decreased receivables by 47.  million, decreased inventories by 23.6 million,

decreased deferred tax liabilities by 7.2 million, increased contract assets by 292.  million,
increased contract liabilities by 7.2 million and increased costs to obtain contracts by 2.1 million
as of anuary 1, 201 .

27.Other Matters

Impasug-Ong and alabugao lantations
The Group entered into a DC with A AMA A at the Municipality of Impasug-ong, Bukidnon
concerning the development of palm oil commercial plantation on August 2006.

A AMA A had been granted with Community Based orest Management Agreement CB MA
no. 093, by the Department of Environment and National esources DEN  on December 22,
2000 covering an area of 2, 10. 0 hectares.  nder the CB MA, A AMA A is mandated to
develop, manage and protect the allocated community forest project area.  Moreover, it is allowed to
enter into agreements or contracts with private or government entities for the development of the
whole or portion of the CB MA area.

The project’s objectives are to establish approximately 94 hectares into a commercial palm
plantation within  years 2006-2011 .  However, ABE DI may intercrop suitable agricultural crops
in the plantation and raise livestock, the harvest and produce of which shall belong to ABE DI.



115

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The responsibilities of A AMA A with regards to the project follow

*SGVFSM002148*

To provide the land area of 94 hectares within CB MA area for oil palm plantation  and,
To provide manpower needs of the Group in all developmental activities such as land preparation,
planting, weeding, fertili ation, harvesting, maintenance and others.

On the other hand, the responsibility of ABE DI in regard to the project is to provide technical and
financial resources to develop the 94 hectares into palm oil plantation for a period of 20 years up to
2026.

Opol lantation
The Group entered into a DC for the establishment of palm oil commercial plantation in Tingalan,
Opol, Misamis Oriental with MBT.

MBT has been granted CB MA No. 6297 by DEN  on December 31, 2000 covering a total area
of 1,000 hectares of forest lands located in Tingalan, Opol, Misamis Oriental to develop, manage and
protect the allocated Community orest roject Area.

The roles and responsibilities of MBT under the Development Contract are as follows

To provide the land area within the CB MA for oil plantation  and,
To provide manpower needs of NC in all developmental activities such as land preparation,
planting, weeding, fertili ation, harvesting, maintenance and others.

On the other hand, the responsibility of NC in regard to the project is to provide technical and
financial resources to develop the covered area into palm oil plantation for a period of 2  years.

In 2019, the Group entered into a contract with the landowners’ association in Tingalan, Opol,
Misamis Oriental providing the landowners’ a royalty fee of 10.0 per metric ton of fresh fruit
bunches harvested.

ubsequent Event - COVID-19 Outbreak
In a move to contain the COVID-19 outbreak, on March 13, 2020, the O ce of the resident of the

hilippines issued a Memorandum directive to impose stringent social distancing measures in the
National Capital egion effective March 1 , 2020.  On March 16, 2020, residential roclamation
No. 929 was issued, declaring a tate of Calamity throughout the hilippines for a period of six 6
months and imposed an enhanced community quarantine throughout the island of u on until April
12, 2020, which was subsequently extended to May 1 , 2020.  On April 23, 2020, the resident
further extended the enhanced community quarantine in Metro Manila, Central u on, Calabar on,
and several provinces and islands in u on until May 1 , 2020.  On May 2 , 2020, the resident
approved the transition to general community quarantine starting une 1, 2020 in Metro Manila,

egion 2, egion 3, egion 4-A, Albay, angasinan and Davao City until further notice.  Meanwhile,
the rest of the country were placed under modified general community quarantine.

It also enjoined all government agencies and local government units G s  to render full assistance
and cooperation to mobili e the necessary resources, undertake critical, urgent, and appropriate
responses and measures in a timely manner.  ince the issuance of the proclamation, various G s
throughout the country have issued their own quarantine and travel restrictions.
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On March 16, 2020, the local government of Cagayan de Oro City issued an Executive Order to
impose stringent social distancing measures in the city effective immediately.  On March 19, 2020,
Executive Order No. 049-2020 was issued, imposing a community quarantine throughout the city
until further notice.

On March 17, 2020, the local government of Bukidnon issued an Executive Order No. 2020-13,
imposing a community quarantine throughout the province. On April 27,2020, the province reverted
to a general community quarantine after being placed under enhanced community quarantine for more
than a week.

These measureshave significantly impacted theGroup’s business due to travel restrictions/ban and
temporary suspension of business operations and/or measures imposed by the authorities or
companies.  The impact of COVID-19 on theGroup’s business and operations continue to evolve.

The Group considers the events surrounding the pandemic as non-adjusting subsequent events,
accordingly, no adjustments have been made to the consolidated financial statements as of and for the
year ended December 31, 2019 for the impact of COVID-19.  However, the pandemic could have a
material impact on its 2020 financial results and even periods thereafter.  Considering the evolving
nature of this pandemic, the Group cannot determine at this time the impact to its financial position,
performance and cash flows.  The Group will continue to monitor the situation.
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