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LEISURE & RESORTS-WORED CORPORATIGN
T smeopEB R

STATEMENT OF MANAGEMENT'S RESPONSIBILITY

The management of LEISURE., & RESORTS WORLD CORPORATION (the “*Company™)
is responsible for the preparation and fair presentation of the separate financial statements as a
and the years ended December 31, 2015 and 2014, inciuding the additional components attached
therein, in accordance with the prescribed financial reporting framework indicated therein. This
responsibility includes designing and implementing internal controls relevant to the preparation
and fair presentation of separate financial statements that are free from material misstatements,
whether due 1o fraud or error, selecting and applying appropriate accounting policies. and
making accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the separate financial statements and submits the
same to the stockhotders,

R.G. Manaba:? & Co., the independent auditors appointed by the stockholders. has audited the
separate financial statements of the Company in accordance with Philippine Standards on
Auditing, and: in its report to the stockholders, has expressed its opinion on the fairness of
presentation upon completion of such audit,

Signed Under Oath By:

L "
EYNALDO P BARTUG “RIZALITOS. OADES
Chairman & President SVP & Group CFO

15 April 2016
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SUBSCRIBED AND SWORN before me this day of 2H 6 attiants exhibiting 1o me
their Community Tax Certificates as follows:

| Names : : CTC No./Passport No. | Date of lssue | Place of Issue o
Reynalde P. Bantug  CTC 24923062 13 Jan 2015 Victoria City, Negros Ogedental
Rizalito S. Oades CTC 01495012 07 fan 2016 Paranaque Ciiy—r— [ ™
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The management of LEISURE & RESORTS WORLD CORPORATION is responsible for
all information and representations contained in the Annual Income Tax Return for the year
ended December 31, 2015. Management is likewise responsible for all information and

representations contained in the financial statements accompanying the Annual Income Tay——

Return covering the same reporting period. Furthermore, the Management is responsible for all
information and representations contained in all other tax returns filed for the reporting period,
including. but not limited, to the value added tax and/or percentage lax returns, withholding tax
returns, docymentary stamp returns, and any and all other tax returns.

[n this regard, the Management affirms that the attached audited financial statements for the vear
ended December 31, 2015 and the accompanying Annual Income Tax Return are in accordance
with the books and records of LEISURE & RESORTS WORLD CORPORATION. complete
and correct in all material respects. Management likewise affirms thar:

(a) The Arnual Income Tax Returns has been prepared in accordance with the pProvisions
of the National Internal Revenue Code, as amended, and pertinent tax regulations and
other issuances of the Department of Finance and the Bureau of Internal Revenue:

{b) Any disparity of figures in the submitied reports arising from the preparation of
fihancial statements pursuant to the Philippines Financial Reporting Standards and the
preparation of the income tax return pursuant to tax accounting rules has been
reporied as reconciling items and maintained in the company’s books and records in
accordance with the requirements of Revenue Regulations no. 8-2007 and other
relevant issues;

(¢} The LEISURE & RESORTS WORLD CORPORATION has filed al} applicahle
tak returns, reports and statements required 1o be filed under Phitippine tax laws for
the reporting period. and all taxes and other impositions shown thereon 1o be due and
payable have been paid for the reporting period. except those contested in good laith,

SVP & Group CFO
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R.G. Manabat & Co. Teiephone  +63 (2; 8BS 7600

The KPWMG Ceniar, 5fF Fax +B3 {2} 834 1985
6787 Ayale Avenue intarnet whasy kRpIMG.com ph
Makeat City 1226 Metra Mania, Phibippines E-Mail ph-inguiny@xpmg com

Branches: Subic - Cabu Bacoiod - floile

REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
BUREAU OF INTERNAL REVENUE

TheiStockholders and Board of Directors
Letsure & Resorts World Corporation
26" Floor, West Tower, PSE Center
Exchange Road, Ortigas Center

Pasig City

We have audited the accompanying separate financial statements of Leisure & Resorts World
Corporation (the “Company™) as at and for the vear ended December 31, 2015, on which we have
rendeled our report dated April 15,2016

In cpmpilance with Revenue Regulations V-20, we are stating that no partner of our Firm is
related by consanguinity or affinity to the president, manager or principal stockholder of the
Companv

R.G. MANABAT & CO,

DINDO MARCO M. DIOSO
Parther
CPA License No. 00951
SEC Accreditation No. 1387 A, Group A, valid unti! February 5, 2017
TaxiIdentification No., 912-365-765
BIR Accreditation No. 08-001987-30-2013
!ss;a.aed December 2, 2013; valid unti! Decamber 1, 2016
PTR No. 5320746MD
Issued January 4, 2016 at Makati City

April 15, 2016
Makat Clty,hfamﬁm T e
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R.G. Manabat & Co. Telephong  +B3 {2} 885 7000

The KPMG Center, G/F Fax <63 17; 894 1985
BYIB7 Ayaig Avenue internel wewew KRG COM GR
Makat City 1226, Metro Manile, Phiippines o-Maid sh-inguiry@kpmyg com

Branches: Subic - Cebu - Bacoiod - Hodo

REPORT OF INDEPENDENT AUDITORS

The:Stockholders and Board of Directors
Leisure & Resorts World Corporation
26" Floor, West Tower, PSE Center
Exchange Road, Ortigas Center

Pasig City

Reﬁort on the Separate Financial Statements

We have audited the accompanying separate financial statements of Leisure & Resorts World
Corporation, which comprise the separate statements of financial position as at December 31,
2015 and 2014, and the separate statements of comprehensive income, separate statements of
changes in equity and separate statements of cash flows for the years then ended, and notes
comprising a summary of significant accounting policies and other explanatory information.

Management s Responsibility for the Separaie Financial Statements

Management is responsibie for the preparation and fair presentation of these separate financial
staternents in accordance with Philippine Financial Reporting Standards, and for such infernal
control as management determines is necessary o enable the preparation of separate financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our: responsibifity is to express an opinion on these separate financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
staridards require that we comply with ethical requirements and plan and perform the auditto
obtdin reasonable assurance about whether the separate financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the separate financial statements. The procedures selected depend on the auditors
Judgment, including the assessment of the risks of material misstatement of the separate financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider
internal contro! relevant to the entity’s preparation and fair presentation of the separate financial
statements in order to design audit procedures that are appropriate in the ¢circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s intemal control. An
aughl,alﬂso includes evaluating the appropriateness of accounting policies used and the
redsonzblencss of ; accoumting-estimales made by management, as well as evaluating the overall
prp&emauen of the separate financial statements.
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Opinion

In our opinion, the separate financial statements present fairly, in all material respects, the
unconsolidated financial position of Leisure & Resorts World Corporation as at December 31,
2015 and 2014, and its unconsolidated financial performance and its unconsolidated cash lows
for the years then ended in accordance with Phitippine Financial Reporting Standards.

Repm‘t on the Supplementary Information Required Under Revenue Regulations
No. JH—ZOIU of the Bureau of Internal Revenue

Ouraudits were conducted for the purpose of forming an epinion on the separate financial
qiatements taken as a whole. The supplementary information in Note 15 to the financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a
required part of the separate financial statements. Such supplementary information is the
responsibility of management. The supplementary information has been subjected to the auditing
procedures applied in our audits of the separate financial statements. In our opinion. the
supplementary information is fairly stated in all material respects in relation to the separate
imanczal staterments taken as a whole.

R.G. MANABAT & CO.

Lj»\...-&.,ﬂ Y N A T o W S

DINDO MARCO M. DIOSO

Partner

CPA License No. 0095177

SEC Accreditation No. 1387- A, Group A, valid until February 5, 201"
Ta‘c Identification Ne. 912-365-765

BIR Accreditation No. 08-001987-30-2013

Issued December 2, 2013; valid until December [.2018
PTR_ No. §328746MD
Issized January 4, 2016 at Makati City

April 15,2016
Makati City, Metro Manila
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LEISURE & RESORTS WORLD CORPORATION

SEPARATE FINANCIAL STATEMENTS
December 31, 2015 and 2014
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LEISURE & RESORTS WORLD CORPORATION

SEPARATE STATEMENTS OF FINANCIAL POSITION

December 31

. 2015 2014
ASSETS
Current Assets
Cash 17,414,771 P76,674.827
Receivables - net 518,464,000 250.925.097
Duei from related partes : 2,156,451,824 1,0G1,636.673
Prepaid expenses and oter Hirnt ass . j 111,050,668 54.319.486
ERECE Vel pUTRCF IO RS i
Total Current Assets '»«,,_ ’“”: T Y 2.803,381,263 1,393,346 (85
Noncurrent Assets ’
Property and equipment - net . ol 54,791,656 28475353
Investrents and advances - nat 7 4,515,326,694 4 578 839,813
Available for sale financial asset 7 115,911,244 .
Deferred tax assets 13 110,855,627 38369 388
Rent deposits 7] 3,608,169 3,588,169
Total Noncurrent Assets 4,804,493,390 4.649.292.723
P7,603,874.653 P&042 838808
LIABILITIES AND EQUITY
Curi:rent Liabilities
Dividend and other payables 8 P145,601,814 P329,833.781
Short-term loans payable g 344,200,000 650,890,223
Curtent portion of long - term loans payable 130,000,000 -
Duegto related parties 12 2,322,651,972 21,596,616
Income tax pavable 93,000 -
Tetal Current Liabilities 2,842,546,786 1,902 320,620
N{mfcurrent Liability
Non:currf:ni. portion of tong - term loans pavabie Y 444,166,667 -
Total Liabilities 3.386,713,453 1.902.520,620
Equity I
Capital stock 2.849,852,512 2,849 852 512
Add}fitional paid-in capital 1,089,790,986 1.08G 790 986
Retained eamings 267,734,049 200,874,690
Fair value reserva 9,783,653
4,217.161,200 4,140,518,188

Tetal Equity

P7,603,874,653

JEE™ 0 e e R TR e i o, - o e~ ket

See Mates to the Se}ai‘afe *Flnancjaf i Stazements. !
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LEISURE & RESORTS WORLD CORPORATION

SEPARATE STATEMENTS COMPREHENSIVE INCOME

Years Ended December 31

Note 2013 2014
DI.V;IDE"ND INCOME 2 P518,080,060 P254.600.000
OPERATING EXPENSES
Salaries and wages 65,495,149 44 736013
Professional and directors” fees 44,212,187 29,193,350
Employee benefits 29,784,806 10,493 94
Impairment losses 50742 21,600,000 ad 207 774
Remi 1 20,854.70¢ 10018377
Depreciation and amortization 6 7.621.816 1.614,474
Transporiation and travel 5,531,042 4,442 407
Taxes and licenses 4,442,762 83,138
Pestage and communications 4,336,916 1958711
Advertising and marketing 2,217,922
Listing and filing faes 1.885,776 {20021
lnsu;rance 1,510,296 ! 41 3 4
Representation and entertainment 1,033,909 2,118,458
Printing and office supplies 820,206 497,237
Others 16,585,251 7,976,453

221,352,738 160,667,927

INCOME FROM OPERATIONS 296,727,262 89.332.073
OTHER INCOME (EXPENSE)
Interest expense g (45,338.262) (13,534,665}
Interest income 47 4,662,297 7.378.863
Share in net income of a joint venture 7 24,550,802 63,749,693
Fina:nce charges {1,883,678) -
INCOME BEFORE INCOME TAX 278,698,421 148,875 566
E\COM}L TAX BENEFIT 72 72,393,239 38,565 388

’\FT INCOME

251,091,660

YYD
i87.045 354

OTHER COMPREHENSIVE INCOME

Item that will be reclassified to profit or loss

Revaluation of AFS

9,783,653

TOTAL COMPREHENSIVE INCOME

P364.875,313

See Notes to the Separate Financial Staiements.
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LEISURE & RESORTS WORLD CORPORATION

SEPARATE STATEMENTS OF CASH FLOWS

Years Ended December 31

Note 2015 2014
CASH FLOWS FROM OPERATING
ACTIVITIES
Income before income tax P278,698,421 P148.873.9658
Adjustments for:
Ingerest expense 9 45,358,262 13,534,663
Imipairment losses 507002 21,600,000 44207774
Deépreciation & 7,021,816 1,614 474
Interest income 47 (4,662,297 {7,328 .863)
Share in net income of a joint venture 7 (24.550,802) (65,749,695}
Operating income before working capital changes 323,465,400 135,154,521
Dectease (increase) in:
Receivables {785,618,903) 336,182,606
PrE:paid gxpenses and other currernt assets (46,731,182) {62.466.074)
Increase in dividend and other payables {184,231,967) 21,1964, 89¢
Cash generated from (used in) operations (693,116,652 430,067,744
Interest received 12,3258 18,863
Net cash flows provided by (used in) operating
activifies (693,104,327) 430,086,607
CASH FLOWS FROM INVESTING
ACTIVITIES
Decrease (increase) in;
e from related parties 424,906,440 (489,019,123
Investrnent and advances 63,533,119 (288, 140,248)
Rental deposits (20,000) (3,442.219)
Additions to property and equipment g (33,338,119 (27,303,343)
Casil given up from acquisition of NCI 7 (16,003,028) (520,£00,000)
Cash flows provided by {used in) investing activities 445,078,412 (1,327.904.933
CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from [oans 350,000,060 650.890,223
Payments of loans (82,523,536)
Interest paid (45,338,262) {13.534, 66\
Dividends paid (342,951,63%) rl 37.867.643)
Increase (decrease) in due to related parties 309,599 316 409 612 486
Net cash flows provided by financing activities 188,765,859 889.100.401
NET DECREASE IN CASH £59,260,056) (8,717,925}
76,674,827 85,392,752
4 P17,414,771 P76.674 827

f - I ':.;l:';:.--‘ - ‘f

f\;ore?[o zjz S@ﬁe fzf%mc&ﬁ%afemem . ‘,*{
""B s |




LEISURE & RESORTS WORLD CORPORATION

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1. Reporting Entity

Leisure & Resorts World Corporation (the “Company”™) was registered with the
Philippine Securities and Exchange Commission (SEC) on October 10, 1957. The
Company is a public company under section 17.2 of the Securities Regularion Code and
its shares are listed on the Philippine Stock Exchange, Inc. (PSE). The Company’s
primary purpose is to engage in realty development, focusing on leisure business which
includes management and operation of the activities conducted thersin pertaining to
general amusement and recreation enterprise, hotel and gaming facilities, including but
not himited to bingo parlors. Since 1999, however, the Company has functioned mainly
25 a holding company. On November 6, 2006, SEC approved the extension of the
Company’s corporaie life until December 31, 2055.

The Company’s registered office address is at 26" Floor, West Tower, PSE Center.
Exchange Road. Ortigas Center, Pasig City.

2. Basis of Preparation

|

. The separate financial statements have been prepared on a historical cost basis o

Statement of Compliance

The separate financial statements have been prepared in compliance with Philippine
Financial Reporting Standards (PFRSs). PFRSs are based on Internarional Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards Board
(IASB). PFRSs consist of PFRSs, Philippine Acccunting Standards (PASs), and
Philippine Interpretations issued by the Financial Reporting Standards Council (FRSC).

The accompanying separate financial statements were authorized for issue by the Board
¢ of Directors (BODY) on March 31, 2016,

Basis of Measurement

i
i

accounting except for available for sale investments which is measured at fair vaiue.

. Functional and Presentation Currency

i The separate financial statements are presented in Philippine pesc, which is the
- Company’s functional currency. All financial information presented in Philippine peso is
- rounded to the nearest peso, except when otherwise stated.

- Use of Estimates and Judgments

. The preparation of the separate financial statements in conformily with PFRSs requires
management to make judgments, estimates and use assumptions that affect the
" applicalionpf-asecunting_policies and the amounts reported in the separate financial
vi$taféments. Actual ré.su}t?n‘%' differ from these estimares.




Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions o
accounting estimates are recognized in the period in which the estimates are revised and
in any future pertods affected.

Information about critical judgments and estimates in applying accounting poficies that
have the most significant effects on the amounts recognized in the separate financial
statements 1s as follows:

Judgment
Determination of Functional Currency

Based on the economic substance of the underlying circumstances refevant w the
Company, the Company has determined its functional currency to be the Philippine peso.
It is the currency of the primary economic environment in which the Company operates
and the currency that mainly influences the revenue and expenses.

Determination and Classification of Joint Arrangements

The Company determines a joint arrangement in accordance with its control over the
entiry orjomt operations rather than its legal form. The Company's investment in a joint
venture Is structured in a separate incorporated entity. The joint venlurs agreement
requires unanimous consent from all parties to the agreement for the relevant activities
identified. The Company and the parties to the agreement only have rights 1o the net
assets of the joint venture through the terms of the contractual arrangements. The
Company has determined its involvement in joint arrangement and determined that its
mvestment is classified as joint venture.

Although the Company has 51% ownership in Hotel Enterpnseg of the Philippines, Inc.
{HEPY), the shareholders’ agreement provides for equal representation in the board of
directors which is similar 10 a joint venture arrangement. In addition, the Company has
no capacity to direct HEPI 1o enter inte, or can veto any changes to, significant
transactions for the benefit of the Company.

Determining whether an Arrangement Contains a Lease

The Company uses its judgment in determining whether an arrangement contains a lease,
based on the substance of the arrangement at inception date, and makes assessment on
whether the arrangement 15 dependent on the use of a specific asset or assets, the
arrangement conveys a right to use the asset and the arrangement transfers substantialiy
all the risks and rewards incidental to ownership to the Company.

Esiimares
Lstimating Allowance for Impairment Losses on Receivables and Due from Related
Parties

The Company performs regular review of the age and status of these accounts, designed
to 1dentify accounts with objective evidence of impairment and provides these with the
appropriate allowance for impairment losses. The review is accomplished using a
combination of specific and collective assessment approaches, with the impairment
S,bgﬂ” determined for each risk grouping identified by the Company. The amount
ud tirhirig Om xpeuses for any period would differ if the Company made
; : ;drffereat judgments or utijized different methodologies. An increase n aliowance for
f;_.ﬁ‘; ! impairient “dosses would mcream? recorded operating expenses and decrease current
i
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As al December 31, 2015 and 2014, the aggregate carrving amounts of receivables and
due from related parties amounted to P2,674,915,824 and P1,232,351,772, respectively.
As at December 31, 2015 and 2014, the related allowance for impairment losses
amounted to 89,858,592 (see Notes 5 and 12).

Estimaring Useful Lives of Property and Eguipment

The Company reviews at each reporting date the estimated useful lives (EULj of property
and equipment based on the peried over which the asset’s future economic benefits are
expected to be utilized or consumed. These are revised if expectations differ from
previous estimates due to physical wear and tear and technical and commercial

obsolescence.

In addition, estimation of the useful lives of property and equipment is based on
collective assessment of industry practice, internal technical evalvation and experience
with similar asset. [t is possible however, that future results of operations couid be
materially affected by changes in these estimates brought about by changes in the factors
merntioned above. A reduction in the EUL of property and equipment wouid increase the
recorded depreciation expense and decrease noncurrent assets. '

The estimated useful hives are as follows:

Number of Years

Leasehold immprovements 5 or lease lerm,
whichever is shorter
Office, furmiture and fixtures, and equipment 5

2

Transportation equipment

The carying amount of property and equipment amounted to P352.791.656 and
P28.475.355 as at December 31, 2013 and 2014, respectively {see Note 6).

Estimaring Allowance for Impairment Losses on Nonfinancial Assets
 The Company assesses impairment on property and equipment and investments and
advances when events or changes in circumstances indicate that the CaTying amount may
not be recoverable.

The factors that the Company considers important which could trigger an impairment
- review include the following:

= significant underperformance relative to the expected historical or projected future
operafing results;

- = significant changes in the manner of use of the acquired assets or the strategy for
: overall business; and

= significant negative induestry or economic trends.



Determining the net recoverable amount of assets requires the estimation of cash flows
expected 10 be generated from the continued use and ultimate disposition of such assels.
While it is believed that the assumptions used in the estimation of fair values reflected in
the separate financial statements are appropriate and reasonable, significant changes in
these assumptions may materially affect the assessment of recoverahla amount and any
resulting impairment loss could have a material adverse impact on the resuls of
Operations.

As at December 31, 2015 and 2014, the following are the carrying amounts of
nonfinancial assets:

Note 20158 2014
Property and equipment - et ] P54,791,656 P28,475 353
Investments and advances - net i 4,515,326,604 N 4,5?8.859.813}_

As at December 31, 2015 and 2614, allowance for impairment loss on investment and
advances amounted to P? 1,635.398 and P35.308

Management assessed that there are no impairment indicators affecting the Company’s
property and equipment as at December 3 1, 2015 and 2014.

Estimating Realizability of Deferred Tux Asset

The Company reviews the carrying amount of deferred tax assets at each reporting date
and reduces deferrad tax assets to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax assets o be utilized.
The Company also reviews the expected timing and tax rates upon reversal of the
temporary differences and adjusts the impact of deferred tax accordingly. The
Company’s assessment on the recognition of deferred tax assets is based on the
forecasted taxable income of the subsequent reporting periods. This forecast is based on
the Company’s past results and future ¢xpectations on revenues and expenses,

As at December 31, 2015 and 2014, the Company recognized deferred tax assets
amounting to P110,855.627 and P38.369388, respectively (see Note 13).

The Company has unrecognized deferred tax assets amounting te P31.904 020 (sec
" Note 13)

i Provisions and Contingencies

The Company, in the ordinary course of business, sets up appropniate provisions for its
. present legal or constructive obligations, if any, in accordance with its policies on
- provisions and contingencies. In recognizing and MeAsuring provisions, management
" takes risk and uncertainties into account,

. The Company has not recognized any provision as at December 31,2015 and 2014,



3. Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all years

o p pp 7 L
presented In these separate financial statements, except for the changes in accounting
policies as explained below.

Adoption of New or Revised Standards. Amendments to Standards and Interpretations
The Company has adopted the following amendments to standards and interpretations
starting January 1, 2015 and accordingly changed its accounting policies. Except as
otherwise indicated, the adoption of these amendments to standards and interpretations
did not have any significant impact on the Company’s separate financial statements.

»  Defined Benefir Plans: Employee Conmiburions (Amendments o PAS 18y The
amendments apply to contributions from employees or third parties w defined benefit
plans. The objecttve of the amendments is w simphfy the accounung for
contributions that are independent of the number of vears of emplovee service, for
example, employee contributions that are calculated according 1o a fixed percentage
of salary,

v Annual Improvements 1o PFRSs: 2070 - 2012 and 2017 - 2013 Cveles - Amendments
were made to a total of nime standards, with changes made to the standards on
business combinations and fair value measurement in both cycles. Earlier application
is permitted, in which case the related conseguential amendments io other PFRSs
would also apply. Special transitional requirements have besn set for amendments to
the following standards: PFRS 2, PAS 16, PAS 38 and PAS 40. The following are
the said improvements or amendments to PFRSs, none of which has a significant
effect on the separate financial statements of the Company:

o Classification and measurement gf contingent consideration (Amendments (o
PFRS 3y, The amendments clarify the classification and measurement of
contingent consideration in a business combination. When contingent
considsration s a financial instrument, its classification as a liability or equity 1s
determined by reference to PAS 32 Financial Instruments: Presemation. rather
than to any other PFRSs. Contingent consideration that is classified as an asset or
a liability is always subsequently measured at fair value, with changes in farr
value recognized in profit or loss.

Consequential amendments are also made t0 P45 39 Financial Instrumenis:
Recognition and Measwremeni and PFRS 9 Financial Insorumenis 1o prohibit
contingent consideration from subsequently being measured at amortized cost. n
addition, P4S 37 Provisions, Contingent Liabilities and Contingent Assets is
amended to exclude provisions related to contingent consideration.

o Scope exclusion for the formation of joint arrangements (Amendmeni 1o PFRS 3.
PFRS 3 has been amended to clarify that the standard does not apply to the
accounting for the formation of all tvpes of joint arrangements in PFRS ]/ Joinr
Arrangements - 1.e. including joint operations - in the financia] statements of the
joint arrangements themselves.



Disclosures on the aggregation of operating segments {Amendment to PFRS ).
PERS 8 has been amended to explicitly require the disclosure of judgments made
by management mn applying the aggregation criferia. The disclosures include: a
brief description of the operating segments that have been aggregated; and the
economic indicators that have been assessed in determining that the operating
segments share similar econemic characteristics. In addition, this amendment
clarifies that a reconciliation of the total of the reportable segments’ assers to the
entity’s assets is required only if this information is regularly provided 1o the
entity’s chief operating decision maker. This change aligns the disclosure
requirements with those for segment habihities.

Scope of portfolio exception (Amendment 10 PFRS 13}, The scope of the PFRS
13 pertiolio exception - wherehy entities are exempted from measuring the fair
value of a group of financial assets and financial liabilities with offsetting risk
positions on a net basis if cerfain conditions are met - has been aligned with the
scope of PAS 39 and PFRS 9,

PFRS 13 has been amended to clarify that the portfolio exception potentially
applies to contracts in the scope of PAS 39 and PFRS 9 regardless of whether
they meet the definition of a financial asset or financial Hability under PAS 32 -
£.g. certaln contracts 10 buy or sell nonfinancial items that can be settled net in
cash or another financial instrument.

Restatement of accumulated depreciation (amortization) on  revaluation
(Amendments to PAS 16 and PAS 38). The amendments clanfy the requirements
of the revaluation model in PAS 16 and PAS 38, recognizing that the restatement
of accurnulated depreciation (amortization) is not always proportionate o the
change in the gross carrying amount of the asset. PAS 16 and PAS 38 have been
amended to clarify that, at the date of revaluation: the gross carrving amount is
adjusted in a manner that is consistent with the revaluation of the carrying
amount of the asset - e.g. restated in proportion to the change in the carrying
amount or by reference to observable market data; and the accumulated
depreciation (amortization) is adjusted to equal the difference between the gross
carrying amount and the carrying amount of the asset after taking into account
accumulated impairment losses: or the accumulated depreciation {amortization
1s eliminated against the gross carrving amount of the asset.

Definition of ‘related party’ (Amendmeni to PAS 24). The definition of a ‘related
party’ is extended to include a management entity that provides key management
personnel (KMP) services lo the reporting entity, sither directly or through a
group entity. For related party transactions that arise when KMP services are
provided to a reporting entity, the reporting entity is required w separately
disclose the amounts that it has recognized as an expense for those services that
are provided by a management entity; however, it is not required to “look
through® the management entity and disclose compensation paid by the
management entity to the individuals providing the KMP services. The reporting
entity will also need (o disclose other wransactions with the management entity
under the existing disclosure requirements of PAS 24 - e.g. loans.



o Inter-relationship of PFRS 3 and PAS 40 (Amendment 10 PAS 40, PAS 40 has
been amended to clarify that an entity should assess whether an acquired
property is an investment property under PAS 40 and perform a separate
assessment under PFRS 3 to determine whether the acquisition of the investment
property constitutes a business combination. Entities will still need to use
Jjudgment 1o determine whether the acquisition of an investment property is an
acquisition of a business under PFRS 3.

Standards Issued but Not Yet Adopred

A number of pew standards and arsendments o standards are issued for annual periods
beginning after january 1, 2015. However, the Company has not applied the following
new or amended standards in preparing these separate financial statements. Unless
otherwise stated, none of these are expected 1o have a significant impact on the
Company’s separate financiai statements.

Effecrive Jaruay 1. 2016

Accounting for Acguisitions of Interests in Joim Operaiions idmendmenis o
PFRS 11). The amendments require business combination accounting to he applied
o acquisiions of Interests in a joint operation that constitutes 2 business. Business
combination accounting also applies to the acquisition of additional interests in a
joint operation while the joint operator retains joint control. The additional interest
acquired will be measured at fair valve. The previously held interests in the joint
operaticn will not be remeasured.

The amendments place the focus firmly on the definition of a business, because this
is key to determining whether the acquisition is accounied for as a busimess
combination or as the acquisition of a collection of assets. As a resuit, this places
pressure on the judgment applied in making this determination.

The amendments apply prospectively for annual periods beginning on or after
January 1, 2016. Early adoption is permitted.

Clarification of Acceptable Merhods of Depreciation and Amortization (Amendments
to PAS 16 and PAS 38). The amendments to PAS 38 Intangible Asseis introduce a
rebuttable presumption that the use of revenue-based amortization methods for
intangible assets is inappropriate. This presumption can be overcome oniy when
revenue and the consumption of the economic benefits of the intangibie asset are
‘highly correlated”, or when the intangible asset is expressed as a measure of
revenue.

The amendments to PAS 16 Properry, Plant and Equipmen: explicitly state that
revenue-based methods of depreciation cannot be used for property, plant and
equipment. This is because such methods reflect factors other than the consumption
of economic benefits embodied in the asset - e.g. changes in sales volumes and
prices.

The amendments are effective for annual periods beginning on or after
January 1, 2016, and are to be applied prospectively. Farly application is permitied,

Equity Method in Separate Financial Statemenss {Amendments 10 PAS 2% The
amendments allow the use of the equity method in separate financial statements, and
apply w0 the accounting not coaly for associates and joint ventures, but alse for
subsidiaries,



The amendments apply rewospectively for annual periods beginning on or after
January 1, 2016. Early adoption is permitied.

Anmual Improvemenis 1o PFRSs 2012 - 2014 Cyele. This cvcle of impravements
contains amendments to four standards, nome of which are expected to have
significant impact on the Company’s separate financial statements. The amendments
are effective for annual periods beginning on or afier lanuary |, 2016, Eartier
application is permitied.

©  Changes in method for disposal {dmendment to PERS 3] PFRS 3 is amended o
clarify that:

- if an entity changes the method of disposal of an asset (or disposal group) -
Le, reclassifies an asset (or disposal group) from heid-for-distribution 1o
owners to held-for-sale (or vice versa) without any time lag - then the change
i classification is considered a continuation of the onginal plan of disposal
and the entity continues fo apply held-for-distribution or held-for-sale
accounting. At the time of the change in method, the entity measures the
carrying amount of the asser (or disposal group) and recognizes any write-
down (impairment loss) or subsequent increase in the fair value less costs 1o
sell/distribute of the asset (or disposal group): and

- if an entity determines that an asset {or disposal group) ne tlonger meets the
criteria to be classified ag held-for-distribution, then it ceases heid-for-
distribution accounting in the same way as it would cease held-for-sale
accounting.

Any change in method of disposal or distibution does nat, in iself, extend the
pericd in which a sale has to he completed.

The amendment to PFRS § is applied prospectively in accordance with PAS § 1o
changes in methods of disposal that accur on or after January 1, 2016

s Investmen: Entities: Applying the Consolidation Exception [Amendments 1o
PERS 10, PFRS 12 and PAS 281 clarifies that:

- A subsidiary that provides investment-refated services should nor be
consolidated if the subsidiary itself is an investment entitv.

- The exemption from preparmg consolidated financial statements for an
intermediate held by an investment entity, even though the investment entity
does not consclidate the intermediate.

- When applving the equity method to an associate or a Joint venture, a non-
investment entity investor in an investment entity may retain the fair value
measurement applied by the associate or joint venture o it interests in
subsidiaries.

The amendments are 10 be applied retrospectively for annual periods beginning
on or after January 1, 2016, Farly adoption is permitted.



»  Disclosure Initiative (Amendments 1o FAS 1) addresses some concerns axpressed
about existing presentation and disclosure requirements and to ensure that entitiss are
able to use judgment when applying PAS 1. The amendments clarify that:

¢ Information should not be ohscured by aggregating or by providing immaterial
information.

¢ Matenality considerations apply to all parts of the financial statements, even
when a standard requires a specific disclosure.

* The list of line items 10 be presented in the statement of financial positien and
statement of profit or loss and other comprehensive income can be disaggregated
and aggregated as relevant and additional guidance on subictals in these
statements.

®  An entity’s share of QCI of equity-accounted associates and Joml vennures
should be presented in aggregate as single line items based on whether or not it
will subsequently be reclassified fo profit or loss,

The amendments are to be applied retrospectively for annuyal perieds beginning on or
after January 1, 2016, Early adoption is permitred,

Effective January 1. 2018

*  PFRS 9, Financial Instruments (2014). PFRS 9 (2014) replaces PAS 39, Financial
Mnstruments: Recognition and Measwrement and supersedes the previously published
versions of PFRS 9 that introduced pew classifications  and measurement
requirements (in 2009 and 2010) 2nd 2 new hedge accounting model (in 2013y
PFRS 9 includes revised guidance on the classification and measurement of financial
assets, including a new expecied credit loss model for caloulating impairment,
guidance on own credit risk on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013.
PFRS 9 incorporates new hedge accounting requirements that represent a major
overhaul of hedge accounting and introduces significant improvements by ali gning
the accounting more closely with risk managermnent,

The new standard is 1o be applied retrospectively for annual periods beginning on or
after January 1, 2018, with early adoption permited.

The Company is assessing the porential impact on its separate financial statements
resulting from the application of PFRS 9.



Pending approval of local adoption of IFRS 15 Revenue from Contracts wirh Customers

* [FRS 15 Revenue from Conrracis with Customers will replace PAS 11 Consruction
Contracts, PAS 18 Revenue, IFRIC 13 Customer Loyainy Programmes. [FRIC 18
Transfer of Assets from Customers and SIC-31 Revenue - Barter Tramsactions
Involving Advertising Services. The new standard inwoduces a new revenue
recognition model for contracts with customers which specifies that revenue should
be recognized when (or as) a company mansfers conwol of goods or services w &
customer at the amount to which the company expects to be eatitled. Depending on
whether certain criteria are met, revenue is recognized over time. in 2 manner that
best reflects the company’s performance, or at a point in time, when control of the
goods or services is transferred to the customer. The standard does not apply to
insurance contracts, financial instruments or lease contracts, which fall in the scope
of other PFRSs. It also does not apply if two companies in the same line of business
exchange non-monetary assets to facilitate sales 1o other parties. Furthermore, if a
confract with a customer is partly in the scope of another IFRS, then the guidance on
separation and measurement contained in the other PFRS takes precedence.

However, the FRSC has vet to issue/approve this new revenue standard for local
adoption pending completion of a study by the Philippine Interpretations Commities
on its impact on the real estate industry. If approved, the standard is efective for
annual periods beginning on or after January 1, 2018, with early adoption permiited.

Effecrive January 1, 2019

* [FRS 16 Leases will supersede PAS 17 leases and the related Philippine
Interpretations. The new standard introduces a single lease acepunting model for
lessees under which all major leases are recognized on-balance sheet, removing the
lease classification test. Lease accounting for lessors essentially remains unchanged
except for a number of details including the application of the new lease definition,
new sale-and-leaseback guidance, new sub-lease guidance and new disclosure
requirements. Practical expedients and targeted reliefs were introduced including an
optional lessee exemption for short-term icases {leases with a term of 12 months or
less) and low-value items, as well as the permission of portfolio-level accounting
instead of applying the requirements to individual leases. New estimates and
Judgmental thresholds that affect the identification. classification and measurem
of lease transactions, as well as requirements 10 reassess cerlain Kev estimates and
Jjudgments at each reporting date were introduced.

IFRS 16 is effective for annual periods beginning on or afier January 1, 2019,
However, the FRSC has not vet adopted this standard as part of PFRS.

The Company is currently assessing the potential impact of PFRS 16 and plans to
adopt this new standard on leases on the required effective date once adopted locallv.

~ Financia! Insgruments

The Company recognizes a financial asset or 2 financial liability In the separate
statements of financial position when it becomes a party to the contractual provisions of
the instrument. In the case of a regular way purchase or sale of financial asseis.
recognition and derecognition, as applicable, is done using trade date accounting. Regular
way purchases or sales of financial assets require delivery of assets within timeframe
generally established by regulations or convention in the marketplace,




Fiancial instruments are recognized initially at fair value. The fair value of the
consideration given or recsived is determined by reference to the transaction price or
other market prices. If such market prices are not reliably determinable, the fair valve of
the consideration is estimated as the sum of all future cash payments and receipts,
discounted using the prevailing market rate of interest for sirmilar instruments with
similar maturities. Except for those designated at fair value through profit or loss
(FVPL), the initial measurement of financial assets includes transaction costs.

Financial Assers

The Company classifies its financial assets in the following categories: ta) at FVPL.
(b) loans and receivables, (¢) Held to marurity (HTM) investments, and (d) AFS financiai
assets. The Company’s classification depends on the purpose for which the separate
financial assets were acquired. Management determines the classification of its financial
assets at initial recognition. The Company only holds financial asse1s classified as loans
and receivabies.

{a) Classification

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and where management has no
intention of trading. They are included in current assets, except for maturities greater
than |2 months after the financial reporting date, m which case. these are ciassified
as noncurrent assets. The Company’s cash, receivables, due from related parties and
rent deposits are classified as loans and receivables as at December 31, 2015 and
2014,

Cash includes cash on hand and in banks which are stated af face value

AFS financial assets are non-derivative financial asset that are either designated in
this category or not classified in any of the other financial asset categories.
Subsequent to initial recognition, AFS financial assets are measured at fair value and
changes therein, other than impairment losses and foreign currency differences on
AFS debt instruments, are recognized in other comprehensive income and presented
in the “Fair value reserve™ in equity. When individual AFS firancial assert is either
derecognized or impaired, the related accumulated unrealized gains or losses
previously reported in equity are transferred to and recognized in profit or 1oss,

The Company’s investment in equity security inchuded under “AFS financial asset”
account is classified under this category (see Note 7).

The Company does not have HTM and FVPL financial assets as at December 31
2015 and 2014.

(b) Initial Recognition and Derecognition

Regular purchases and sales of financial assets are recognized on trade date - the date
on which the Company commits to purchase or sell the asset. Regular way purchases
or sales of financial assets require delivery of assels within the timeframe generally
established by regulations or convention in the marketplace. Financial assets are
initially recognized at fair value plus transaction costs for all financial assets not
carried at FVPL. Financial assets carried at FVPL are initially recognized ar fair
value and transaction costs are expensed in profit or loss.



(c)

(d)

(e)

Financial assets are derecognized when:

*  the nghts to receive cash flows from the financial assets have expired; or

= the Company retains the right to receive cash flows from the asset. but has
assumed an obligation to pay them in full without material delay 1o a third party
under a ‘pass-through’ arrangement; or

= the Company has wansferred its rights to receive cash flows from the asset and
either: (i) has transferred substantially all the risks and rewards of the asset; or
(i1) has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

Subsequent Measurement

Loans and recetvables are carried at amortized cost using the effective interest rate
method, less impairment losses, if any., AFS financial asset are carried at fair value.

Determination of Fair Value

Fair values have been determined for measurement and/or disclosure purposes. when
necessary, based on the market values, being the price that would be received 1o sell
an asset or paid to transfer a liability In an orderly transaction berween market
participants at the measurement date.

The different levels of fair value of financial instruments carried at fair value, by
vaiuation method have been defined as follows:

* Level I quoted prices {unadjusted) in active markeis for identical assets or
: tiabilities:
¢ Level2: inputs other than quoted prices included within Level 1 thar are
observable for the assst or liability, either directly (i.e., as prices) or
mdirectly (i.e., derived from prices); and
= Level 3 inputs for the asset or lability that are not based on observable market
data {unobservable inputs).

Impairment

Financial assets not classified as at FVPL are assessed at each reporting date to
determine whether there is objective evidence of impairment.

Objective evidence that the financial assets are impaired includes:

* default of delinquency by a debror;

* restructuring of an amount due to the Company on terms that the Company
would not consider otherwise;

* indicators that the debtor or issuer will enter a bankruptey;

* adverse changes in the payment status of borrowers or issuers:

* the disappearance of an active market for the security: or

= observable data indicating that there is measurable decrease in expected cash
flows from & group of financial assets.



If there is objective evidence that an impairment loss on loans and receivables carried
at amortized cost has been incurred, the amount of loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash
flows (exciuding future credit losses) discounted at the financial asset's original
effective interest rate (i.e,, the effective interest rate computed at initial recognition).
The carrying amount of the asset shall be reduced either directly or through use of an
allowance account. Impairment loss is recognized in profit or loss.

The Company first assesses whether objective evidence of Impairment exists
individually for financial assets that are individually significant, and individually or
collectivelv for financial assets that are not individually significant. If it s
determined that no objective evidence of impairment exists for an mndividually
assessed financial asset, whether significant or not, the asset is included in 2 group of
financial assets with similar credit risk characteristics and rhar group of financial
assets is collectively assessed for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is or continues 1o be recogmzed are
not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively io an event cceurring after the impairment was
recognized, the previously recognized impairment loss is reversed. Any subseguent
reversal of an impairment loss is recognized in profit or loss, to the extent that the
carrying amount of the asset does not exceed its amortized cost at the reversal date.

For equity instruments carried at fair value, the Company assesses whether objective
evidence of impairment exists, Objective evidence of impairment includes a
significant or prolonged decline in the fair value of an equity instrument below its
cost. “Significant” is evaluated against the original cost of investment and
‘profonged’ is evaluated against the period in which the fair value has been below its
original cost.

If an AFS financial assct is impaired, an amount comprising the difference between
the cost {net of any principal payment and amortization) and 1ts current fair vaiue.
less any impairment loss on that financial asset previously recognized in profit or
loss, is transferred from equiny to profit or loss. Reversals in respect of cguin
instruments classified as AFS financial assets are not recognized in profit or loss,

Fingncial Liabifities
: (a) Classification

The Company classifies its financial liabilities as financia) liabilities at FVPL or
other financial liabilities. The Company’s financial liabilities arc classified as other
financial liabilities,

Other financial labilities pertain to issued financial! instru ments that are not classified
or designated at FVPL and contain contract obligations to deliver cash or another
fimancial asset to the holder or 1o settie the obligation other than the exchange of a
fixed amount of cash.

As at December 31, 2015 and 2014, the Company has designated as other financial
liabilities its dividend and other pavables, short-term loans payable and due 1o related
parties, and does not hold financial Habilities at FVPL.



(b) Initial Recognition and Derecognition

Financial liabilities are initially recognized at fair value, plus any directly attributable

transaction cost.

A financial Hability is derecognized when the obligation under the liability is
discharged, cancelled or has expired. Where an exasting financial liabiliry is replaced
by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liebility and the recognition of 2 new
liability, and the difference in the respective carrying amounts is recognized in profit
or loss,

(c) Subsequent Measurement

After initial measurement, other financial Habilities are subsequently measured at
amortized cost using the effective interest rate method. Amertized cost 15 calculated
taking into account any discount or premium on the issue and fees that are an integral
part of the effective interest rate.

Offsetting Financial Insprioments

Financial assets and hiabilities are offset and the net amount is presenied in the separale
statements of {inancial position when, and only when. the Company has an enforceable
legal right 1o offset the amounts and intends either to settle on & net basis or 1w realize the
asset and settle the liability simultaneouslv. This is not generally the case with master
netting agreements and the related assets and labilities are presented at gross in the
statements of financial position.

Day I Profit

Where the transaction price in a non-active market is different from the fair value of
other observable current market transactions of the same instrument or based on a
valuation technique whose variabies include only data from observable market, the
Company recognizes the difference between the transaction price and fair value
{a ‘Day 1" profit) in profit or loss, imless it qualifies for recognition as sore other type of
~asset. In cases where no observable data is used, the difference between the fransaction
' price and mode! value is only recognized in profit or loss when the mputs become
. observable or when the instrument is derecognized. For each transaclion. the Company

determines the appropriate method of recogmzing the ‘Day | profit amount.

- Classification of Financial Insoruments between Debt and Equiry
. A financial nstrument is classified as debt if it provides for a contractual obligation to:

- = deliver cash or another financial asset 10 another entity;

* exchange financial assets or financial liabifities with another entity under conditions
that are potentially unfavorable to the Company; or

% satisfy the obligation other than by the exchange of a fixed amount of cash or another
' financial asset for a fixed number of own equity shares.



A financial instrument is an equity instrument only i {(a} the instrumen: wciudes no
contractual obligation to deliver cash or another financial asset to another entity; and
(b} if the instrument will or may be setiled in the issuer's own equity instruments, it is
either:

* a non-derivative that includes no contractual obligation for the issuer to deliver a
variable number of its own equity instruments; or

* adenvative that will be settled only by the issuer exchanging a fixed amount of cash
or another financial asset for a fixed number of its own equity insTuments.

If the Company does not have an unconditional right to avoid delivering cash or another
financial asset to settle its contractual cbligation, the obligation meets the definition of 2
firancial liability.

Investments and Advances

The Company’s investments in subsidiaries are accounted for under the cost method,
while the investments in associates and joint ventures are accounted for under the equity
method.

The mvestments in subsidiaries are carried in the Company’s statement of financial
position at cost less any impairment in value. Distributions from accumulated profits of
the investee arising after the date of acquisition are recognized as dividend income from
the investments. Any distribution in excess of the invester’s accumulated profits are
regarded as recovery of investments and are recognized as reduction of the costs of the
investments.

An associate is an entity over which the Group has significant influence. Significant
influence is the power to participate in the financiai and operating policy decisions of the
nvestee, but is not contrel or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control
of the arrangement have rights to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement, which exists onlv when
decisions about the relevamt activities require the unanimous consent of the parties
sharing control,

tinder the equity method, the investment in an associate or a joint venture is initially
recognized at cost. The carrying amount of the investment is adjusted 1o FECOEIIZE
changes in the Group’s share of net assets of the associate or joint venture since the
acquisition date. Goodwill relating to the associate or joint venture is included in the
carrying amount of the investment and is not tested for impairment separately.

The advances are accounted for as investments to companies over which the Company
has positive intention of future ownership.



Propertv and Ecuipment
Property and equipment is carried at cost less accumulated depreciation and impairment
losses, if any.

Initially, an item of property and equipment is measured at its cost, which comprises its
purchase price and any directly atributable costs of bringing it to working condition and
location for its intended use. Subsequent expenditures that can be measured reliably arc
added to the carrying amount of the asset when it is probable that furure economic
benefits associated with the asset, in excess of the originally assessed standard of
performance, will flow to the Company. All other subsequent expendirures are
recognized as an expense in the period in which they are incurred.

Depreciation is computed using the straight-line method over the EUL of the property
and equipment.

The EUL and depreciation method are reviewed periodically to ensure that the period and
method of depreciation are consistent with the expected patiern of economic benefits
from those assets.

When it is disposed of, or is permanently withdrawn from use and no future economic
benefits are expected frem its disposal. the cost and accumulated depreciation and
impairment losses, if any, are removed from the accounts and any resulting gain or loss
arising from the retirement or disposal is reflected in profit or loss.

Impairment of Nonfinancial Assets

The carrying amounts of the Company’s nonfinancial assets such as property and
equipment and investments and advances are reviewed at 2ach reporting date (o
determine whether there is any indication of impairment. If any such indication eXI5TS,
the asset’s recoverable amount is estimated. An impairment loss is recognized in profit or
loss whenever the carrying amount of zn asset or its cash generating unit exceeds its
recoverable amount,

The recoverable amount of a nonfinancial asset is the greater of the asset’s fair value Jess
costs to sell and its value in use. The fair value less costs to sell is the amount obtainahle
from the sale of the asset in an arm’s length transaction less costs 1o seil while value in
use is the present valve of estimated future cash flows expected to be generated from 1ts
disposal at the end of its useful life. In assessing value in use, the estimated fumire cash
flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.
For an asset that does not generate cash flows largely independent of those from other
assets, the recoverable amount is determined for the cash-generating unit (o which the
asset belongs. A cash-generating unit is the smallest group of assets that inctudes the
asset and generates cash inflows that are largely independent of the cash inflows from
. other assets or groups of assets.

- An impairment loss is reversed if there has been a change in the estimates used 1o
* determine the recoverable amount. An impairment loss is reversed only to the exrent that
the asset’s carrying amount does not exceed the carrving amount that would have been
- determined, net of depreciation. had no impairment loss been recognized. Reversals of
- Impairment are recognized in profit or loss,



Provisions

Provisions are recognized when the Company has a present legal or construciive
obligation as a result of a past event, it is probable that an cutflow 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. If the effect of the time value of
money is material, provisions are determined by discounting the expected furure cash
flows at a pre-tax rate that reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the liability. Where discounting is used, the
increase m the provision due to the passage of time is recognized as interest expense.
Provisions are reviewed at each reporting date and adjusted to reflect the curren: best
estimate.

Contingencies

Contingent liabilities are not recognized in the separate financial statements. Thev are
disclosed in the notes to the separate financial statements unless the possibiiity of an
outflow af resources embodying economic benefits is remote. Contingent assets are
assessed continually to ensure that developments are appropriately reflected in the
separale financial statements. If it has become virtually certain that infiow of economic
benefits will arise, the agset and the related income are recognized in the separate
financial statements in the periods in which the change ocours.

Capital Stock and Additional Paid-in Capital

Common and preferred shares are classified as equity. Incremental costs directly
attributable to the issuance of common and preferred shares are recognized as a
deduction from relevant additional paid-in capital, and if none or insufficient, w be
deducted from retained eamnings, net of any tax effects. Proceeds and/or fair value of
consideration received in excess of par value are recognized as additional paid-in capital.

Retained Earnings

Retained eamings represents the cumulative balance of periodic profit/loss, dividend
distributions, pricr period adjustments and effect of changes in accounting policy and
capital adjustments,

Revenue Recoenition

Revenue is recognized to the extent that it is probable that the economic benefits will
fiow to the Company and that revenue can be reliably measured. The followin ¢ specifie
recognilion criteria must also be met before revenue is recognized:

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

Interest Income
Interest income is recognized as it accrues using the effective interest rate method. net of
final tax.

Expense Recognition
Expenses are recognized upon receipt of goods, utilization of services or at the date they
are incurred.




Operating Leases

The determination of whether an arrangement is, or contzins 2 lease is based on the
substance of the arrangement and requires an zssessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset. A 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, A renewal option is exercised or extension granted, unless that term of the renewal or
extension was initially included in the lease term:
¢, There is a change in determination of whether fulfillment is dependent on a specified
' asset; or
d. There is a substantial change 10 the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date
when the change in circumstances gave rise © the reassessment for scenarios (&), {¢)or
(d) above, and at the date of renewal or extension period for scenario (b).

Leases where the lessor retains substantially all the risks and benefits of ownership of the
assel are classified as operating leases. Operating lease payments are recognized as
cxpense in profit or loss on a straight-line basis over the lease term.

Income Tax

Income tax expense comprises of current and deferred tax. Income tax is recognized in
profit or loss except to the extent that it relates {o items recognized directly in equity or
other comprehensive income, in which case it is recognized directly in equity or other
comprehensive income.

Current Tax

Current tax Is the expected tax pavable on the txable income for the period, using tax
rates enacted or substantively enacted by the end of reporting date, and any adjustment to
lax payable in respect of previous vears.

Deferred Tax

Deferred tax is recognized in respect of temporary differences berween the carrying
. amounts of assets and labilities for financial reporting pposes and the amounts used for
| taxation purposes. Deferred tax is measured at the fax rates that are expecied to bhe
. applied to the temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the end of the reporting date.

- A deferred tax asset is recognized 10 the extent that it is probable that future taxable
- profits will be available against which temporary difference can be utilized. Deferred tax
- assets are reviewed at each reporting date and are reduced to the extent that it is ne longer
. probabie that the related tax benefit will be realized.

Deferred tax assets and liabilities are offset if there is 2 legally enforceable right to offset
current fax assets against current tax habilities.



Related Partv Transactions and Relationshins

Related party relationship exists when one party has the ability 1o control. directly or
indirectly through one or more mmtermediaries, the other party or exercise stgnificant
influence over the other party in making financial and operating decisions. Such
relationship also exists berween and/or among entities, which are under common control
with the reporting entity, or benween/or among the reporting entity and its key
management personnel, directors, or its stockholders. In considering each possible related

party relationship, attention is directed to the substance of

merely the legal form,

Events After the Reporting Dare

separate financial statements when material.

the relationship, and not

Post year-end events that provide additional information about the Company’s position at
the reporting date (adjusting events) are reflected in the separate financial statements.
Post year-end events that are not adjusting events are disclosed in the noles to the

4, Cash

This account consists of

2015 2074
Cash in banks P17329,771  P76,644.827
Cash on hand 85,000 30,000

P17.414,771

P76,674.827

. Cash in banks earn interest at the respective bank deposit rates,

Inzerest income recognized in profit or loss amounted to P12,326 and P18,863 in 2015
. and 2014, respectively.
" The Company’s exposure 1o credit risk refating to cash is disciosed in Notwe 14.
5 Réceivables B o
This account consists of
Nore g1s 2014
Dividends receivable i2 P518,080,000 P230.000.000
Advances to third parties 3,029,459 3,875,978
Advances to officers and emplovees 364,000 58,580
521,473,459 253,934 5358
Less aliowance for impairment loss 3.009 459 3,009,436
PS518,464,000  P250.925067




Advances to third parties represent cash advances made to third party companiss which
are engaged in similar gaming and amusement activities as the Company. These
advances are noninterest-bearing, unsecured and collectible on demand. The Company
provided allowance for impairment loss amounting 1o P3,009,459 in 2015 and 2014,

Advances to officers and empioyees are noninterest-bearing, unsecured and subject ©

liquidation within 12 moaths from the date granted or collectible in cash upon demand.
=

The Company’s exposure to credit risk relating to receivables is disclosed in Note 14.

6. Pjroperty and Equipment

The movements in this account are as follows:

OfTice,
Furniture ang
Fixtures, Transpoertation Leaschold  Construction tn
Equipment Equipment  {mprovements Progress Touml
Cost
December 31, 2013 P3,225.711 - P .
Additions 10.334 843 1,393,300 565000 14 910,000
Decembear 31, 2014 13,560,554 1,393 3060 665,000 14,980,000
Additions 13,742,665 - 12,170.434 1,455,000
Reclassification - - 22,383 000 {22 365,000)
December 31, 2013 27,273,219 1,393,500 35,200,434 - 63,867,173
Acenmsiated
Depreciation and
Amoriization
December 31, 20103 439,227 436377
Depreciation and
amortizaton 1.334 832 209,025 70,917 - L6E8.474
December 31, 2014 1.773.759 209,025 e 2083.70¢
_ Depreciation and
amortization 5,922 903 73,668 1025248 - 021,815
December 3{, 2015 7696662 282.693 1,896,162 - 9075517
Carrying Amount
December 3§, 2014 PL1,786,794 P1,184 475 P594 083 P14.910 000 3§45 353
Becember 31, 2015 P19.576,557 P1,110,887 P34,104,292 P PR4.79E.656




7. Iifxvestments and Advances

This account consists of:

Percentage of Percentage of
Owaership 2018 Crwamers 2G4
lovesunents
Subsidiaries: ]
AR Leisure Exponent, lne. [ABLE) 100% P756,000,000 100% P730,000,000
LR Land Developers, Inc. (LRLDD 100% 225,004,604 100%
AB Leisure Global. Ine. {ABLGD 100% 1,556,000, 000 100%,
Teral Gamezone Xtreme Incorporated
{TGXI) 106% 620,009,000 . £20.000,000
Prime investment Koree Inc., (PIKI) 10 % 1,000,000 100% 000,000
Blue Chip Gaming & Leisurs
Corporation (BCGLC} 1% 12,628,628 0% 2.623,000
First Cagavan Leisure & Resort
Corporation (FCLRC) 69.68%% 61,375,000 £9.68% 61.375 000
Bingo Bonanza (HK) Limited (BBL} 60% 35398 35,398
3.220,038,428 TIIDA35 398
Associate:
Binondo Leisure Resources, Inc,
(BLRI):
Common shares 30% 1,200,008 30% 1,200,000
Preferred shares 20,004,600 20.000.000
21,200,000 21,260.000
Advances for future stock subseription 400,000 400,000
21,600,000 21,600,000

Joint venture:
Hote! Enterprizes of the Philippines,

Ine. {HEPI) cost 31% 750,238,000 31% T30 838000
Accumulated share in pet income {lossh:
Balance at beginming of year 54548 211 (11201 484)
Share in net income during the vear 24,550,802 65.749 495
Ralance at end of vear 79,699,013 54,548,211
830,037,013 RDS5.486.211
Advances
Eco Leisure and Haspiiality Holding
Company. Inc. (Fco Leisurs) 26,136,849
HEPE 439,150,604
DFNN, Inc. (DFNN) - B
465,286,633
Allowance for impairment tossas on
investment in BBL and BLR] [21,633.398) {38 30%)
P4,515.326.6%4 P4.578,859.813

Investment in ABLE

ABLE was registered with the SEC on March 31, 1995. Its primary purpose is to provide
amusement and recreation to the public in such forms as, but not limited o, traditional,
electronic and rapid bingo games.

Investment in LRL.DI
On December 10, 2007, the Company incorporated LRLDI as its whotlv-owned
subsidiary. It is engaged in realty development and tourism,




[nvestment in ABLGI

ABLGI was registered with the SEC on October 20, 2009. Tts primary purpose is 1©
acquire, own, use, construct, develop, mainmain, subdivide, sell, dispase of, exchange,
lease and hold for invesument, or otherwise deal with real estate and personal property of
all kinds, including the management and operation of the activities conducted therein
pertaining to general amusement and recreation enterprises such as bur not limited w©
resorts, golf courses, clubhouses and sports facilities, hotels and gaming facilities. with
all the apparatus, equipment and other appurtenances as may be related thereto or in
connection therewith,

Investment in TGXI

On Fuly 21, 2014, the Company purchased 1,250,000 shares of TGXI representing 100%
ownership at a price of P520,000,000. The purchase was ratified by the Company’s BOD
on October 23, 2014, The acquisition is in line with the Company’s goal to expand and
venture in other forms of gaming.

The following summarizes the consideration, and the recognized amounts of assets
acquired and liabilities assumed at the acquisition date.

Consideration P6240.000.000
Assets;
Cash 3,448,000
Property and equipment 65,267,316
Other asset 150,085,937
Liahilities;
Trade and other pavables (801,233}
Total identifiable net assets at {air value 215,000,068
Goodwill : P402,000,000

The goodwill of P402 million represents the fair value of expected synergies arising from
the acquisifion of TGX1

Investment in PTK]

On March 22, 2013, the Company purchased 106,000,000 shares of PIK] representing
100% ownership at a price of P1,000,000. The purchase was ratified by the Company’s
BOD on June 10, 2013, The acquisition is in line with the Company’s goal to expand and
venture in other forms of gamning.

The following summarizes the consideration transferred, and the recognized amounis of
assets acquired and liabilities assumed at the acquisition date.

Consideration transferred P1,006,000
A ssets:

Cash and performance bond 21,307,500
Liabilities:

Due to FCLRC {20.307.300)

Due 1o related parties { .. 000,000

Total identifiable net assets ar fair value -

Operating license P1.060,000




Investment in BCGLC

BCGLC was incorporated on October 9, 2009. fts primary purpose is 1o provide
investment, management counsel and to act as agent or representative for business
enterprise engaged in gaming and recreation or leisure business. BCGLC started
commercial operations in October 2009.

On December !, 2015, the Company acquired the remaining 30% of BCGLCTs
outstanding capital stock from non-controiling interests (NCI) owners for a total
considerations amounting to P10,003,028. As a resuit, the Company’s investment in
BCGLC had increased to an amount equivalent to a proportionate percentage of non-
controlling interests in net identifiable assets at the date of acquisition. The difference
between considerations paid over carrving amount of non-controliing interests was
recognized as a deduction to Retained Earnings amounting to P1,294 351.

Investment m FCLRC

FCLRC was incorporated on April 26, 2000 and is a Cagavan Specizl Economic Zone
and Freeport (CSEZFP) registered enterprise. FCLRC has an exisiing license
Agreement with the Cagayan Economic Zone Authority {CEZA) to develop, operate and
conduct mternet and gaming enterprises and facilities in the CSEZFP. Pursuant to the
License Agreement, FCLRC was issued the “CEZA Master Licensor Cerificate”
certifying that FCLRC is duly authorized to regulate and monitor, on behalf of CEZA, all
activities pertaining to the licensing and operation of interactive games.

Invesiment in BBL

On March 15, 2010, the Company incorporated BBL as its 60%-owned subsidmary. Its
primary purpose is to engage in the business of gaming, recreation. leisure and lease of
property. BBL was imcorporated under the Companies Grdinance of Hong Kong BBL
started commercial operations in March 2012. It is currently non-operational and in the
process of Hquidation.

The Company provided in full impairment loss on the investment in BRL amounting (o
P35,368.

i Investment in BLRI

. BLRI was incorporated in the Philippines, and is engaged in the hotel and recreation
business. It started commercial operations In August 2003. BLRI has operating lease
| agreement as & lessor with Chinatown Lai Lai Hotel, Inc.

. LRWC recognized its share in net loss of BLRI up to the extent of investment cost,
. Unrecognized accumulated equity in net loss of BLRI amcunted 1o P26,305.363 and
i P26,901,772 as at December 31, 2015 and 2014, respectivelv. Unrecognized share in net
: income amounted to P596,409 in 2015 and unrecognized share in net loss n 2014 and
© 2013 amounted to P2,420,786 and P4.316.272, respectively.

10 2015, LRWC provided full impairment loss on the investment in BLR] amounting (o
P21,600,000.



The summarized financial information of BLRI foillows:

2015 2014
Current assets P15,979,741 P14 150,059
Noncurrent assets 64,989,922 77,830,683
Current liabilities 231,826,956 222,331,109
Noncurrent liabilities - 21.474.660
Net income(loss)/total comprehensive income {loss) 1,988.031 (8,069,286

Investment in HEP]

In relation to the purchase agreement entered into by the Company and Eco Lesure,
transfer of shares of stocks representing 51% ownership imnterest of Ece Letsure at HEPI
was completed in 2013, Eco Leisure assigned 1% of its share o the Company, however
both parties agreed that the rights, title and interest in and the assignment of the 1%
interest  merely pertains to legal ownership and the beneficial ownership shali sul!
remain with Eco Leisure, thus HEP] is accounted for as a joint venture,

Cn 10 March 2016, the Amended Articles of Incorporation of HEFI amending Article 11
Primary Purpose, Article IV extending the term of the corporate exstence of HEP! w0
another fifty (30) vears from 30 July 2012, Article VI decreasing the number of the
Board of Directors to 7 and Article X! adding new provisions governing the issuance and
transfer of shares of the corporation.

‘The summarized financial information of HEPI is presentad below.

2315 2014
Current assets P567.859,594  P564,190.980
Noncurrent assets 2,286,519,962  2,545,400,941
Current liabilities 283,015,538  1,816,307.066
Noncurrent liabilities 2,070,186,146 794,305,556
Net income/total comprehensive income 48,138,827 128.920.671

Advanges to HEP]

These are cash advances provided in relation to the joint venture agreement hetween
. HEPI and LRWC. The advances are unsecured and noninterest-bearing approximately
¢ 3% and due upon demand but not expectad to be settled with one year.

~ Advances to Eco Leisure

. The advances is in relation to the joint venture agreement between Too Leisure and
. LRWC. The advances are unsecured, noninterest-bearing and due upon demand but not
~ expected to be settled with one vear.

. Advances to DFNN

- On November 25, 2013, the Company entered into a convertible loan agreement with
. DFNN. The loan amounting to P86,000,000 at the option of the Company, can be
~ converted into comumon shares at a rate of one common share for every P4.75 of the
- outstanding loan. The loan shall earn interest of 8.5% per annum until the issuance and

. delivery of the common shares.

: On December 9, 2013, LRWC issued a Conversion Nofice €xpressing 1ts infention to
. convert into common shares the P86,000,000 principal and any interest earned unti] the
" issuance and delivery of commen shares. Interest income recognized in profit or loss
- amounted to P4,649,971 and P7.31 0,000 in 2015 and 2014, respectively,



. On August 13, 2015, the principal amount of P86,000,000 have been converted inte
- 18,105,263 common shares of DFNN while the accumulated interest eamed of
' P12,690,971, from date of Conversion Notice to the date of conversion, have been
- converted into 2,671,783 common shares of DENN on October 30, 2015, The fair value
of 18,103,263 and 2,671,785 common shares as at the date of conversion were P5.15 and
- P6.04 per share, respectively.

. The conversion resulted to 8.76% cquity ownership of LRWC over DFNN. As the
- menagement does not intended to hold the invesmment for trading. the total converted
amount of P98,6%0.971 has been classified as “Available for sale financial asset™ account
- in the separate statements of financizal position.

Available for Sale Financial Asset (AFS)

2015
Cost at conversion date POR.690.977
Acquisition of 1,093,000 shares in 2014 7,436,620
Changes In fair value during 2015 9,783,653

P115.911,244

s The market price of DFNIN common shares as at December 31, 2013 was P5.30.

8. Dividend and Other Payables

. This account consists of:

Note 2015 2014
Dividends payable I Pl42,116,151 P200,835483
Unpaid balance on the acquisition of TGX] - 160,000,000
Professional and directors’ fees - 15812.130
Others 3,485,663 13,086,168

P145,601,814  P329.833,78]

- Others consist of contracted services, utilities, and other m:scellaneous expenses. These
i are unsecured and to be seftied within one vear.

9. L(j)ans Payable

a. On July 2014, the Company entered into a short-term loan facility with Asia United
Bank (AUB) to facilitate the financing of the acquisition of TGXI. The maximum
loanable amount is P5650,000.600 which can be availed in a single or multiple
release/s upon request and submission of a promissory note to the bank,

In 2015, LRWC converted the short-term: loan facility into a term-loan amounting 10
P650.000,000. The loan is payable in 60 equal consecutive menthly installments on
its respective repayment dates beginning June 12, 2015 until May 12, 2020



Terms and conditions are as follows:

December 31, 2015

Carrying
Interest Rate Maturity Date Amount

Long Term
AUB 6.18% June 2015 - May 2020 P374,166,667
Less current portion 130,080,600
P444.166,667

December 31, 2014

Camrying
Interest Rate Maturity Date Amount

Short Term
AUB 5% December 2014 - March 2013 PE50.000.000

As & part of the loan agreement of AUB, the Company is required 1o Company with
affirmative financial rations such as debt. To equity and debt service coverage ratio
which the Company and its subsidiaries meet as at December 31 2615, The loan is
secured by shares of stock is served to stockholders, The fair value of shows of stock
used as a of collected of amounted to P730,427,530.

b In May 2015, the Company entered into various credit line facilities with AUB which
are intended for general working capital requirements and financing fumure

expansions. The line amounted to P350,000,000 which can be availed in mutltiple
releases.

Terms and conditions are as follows:

December 31,2015

Carrying
Interest Rate Matority Date Amount

Short Term
AUB 5% May 2015 - Japuary 2016 P344.200,000

Total interest expense recognized in profit or Joss amounted to P43358,262 and
P13,534,665in 2015 and 2014, respectively,

10. Equity

The compesition of the Company’s capital stock is as follows:

2015 2014
Number , Number
of Shares Amount of Shares Amount
CAPITAL STOCK
Authorized:
Common shares - P1 par value 2,500,000,000 P2,500,000,000 2.500,000,000 B2 304,000 0600
Issued common shares 1,199,852,512 P1,199,852,512 1,159.852,3512 P1199 857 512
Authorized:

Preferred shares - P par vahue 2,500,000,000 P2,500,000,004 2,500,000,000 P2,500,000,000

Issued prefemred shares 1,656,000,000 P1,650,000,000 1,659.000,000 P1,850.000,000




Registration of Securities under the Securities Regulation Code

Pursuant to the registration statement rendered effective by the SEC on February 6, 1958
and permit to sell issued by the SEC dated February 6, 1958 - 15,000,000 common shares
of the Company were registered and may be offered for sale at an offer price of P1.33 per
common share. As at December 31, 2014 the Company has a total of 1,199,852,512
issued and outstanding common shares and 1,850 stockhoiders.

Issuance of New Shares

On January 22, 2013, the BOD of the Company authorized the issuance, through a
private placement, of 1,750,000,000 shares from its unissued preferred shares. On
March 22, 2013, the stockholders of Company approved the sa:d issuance. In May 2013,
1,650,000,000 shares were subscribed ar Pl per share by virtue of the subscription
agreements entered by the Company with investors which was subsequently cotlecied in
July 2013,

The preferred shares have a coupon rate of 8.5% per annum and are paid semi-annually,
These preferred shares are cumulative, non-veting and non-participating. Twenty (20)
preferred shares will entitie each investor to one warrant, Each warrant, 1f exercised ai a
price of P15 or the average weighted trading price for the three months prior {whichever
is lower) will be converted to one common share. This option will be exercisable starting

on the fifth year until the eighth year.

Listing of Preferred Shares and Warrants

On Zune 10, 2013, the BOD of LRWC approved the listing of 1,650,000,000 newly
issued preferred shares and 82,500,000 warrants, The said listing was completed in
December 2013,

On December 3, 2013, the BOD of the Company approved to change the expiry date of
the warrants issued by the Company to September 2021.

Declaration of Cash Dividends
Cash dividends declared by the BOD 1o preferred stockholders of the Company in 2015
and 2014 are as follows;

Date of Declaration Date of Record Amount  Amounl Per Share
Tuly 2, 2015 June 30, 2015 P70.125.000 POQ425
July 2, 2015 December 29, 2015 70,125,000 00425
June 26, 2014 July 10,2014 70,125 000 0.04253
November 26, 2014 December 11,2014 70,125,000 00425

Cash dividends declared by the BOD to common stockholders of the Pareat Company in
2015 as follows:

Date of Declaration Date of Record Amount  Armount Per Share
July 10, 20153 February 26, 2016 P71,991,15] PG.060
Fuly 10, 2015 September 29, 2015 71,991,150 0.060
June 26, 2014 February 27, 2013 47,994 10D 0.040
June 26, 2014 September 26, 2014 47.664 100 0.040

" As at December 31, 2015 and 2014, unpaid dividends, included under “Dividend and
~ other payables™ account in the stparate statements of financial position, amounted 1o
. P142,116,151 and P2060,835,483, respectively (see Note 8).



11. Lease Agreements

a. The Company leases its office space at 2603D and P-2133 West Tower, the
Philippine Stock Exchange Center, Exchange Road, Ortigas Center, Pasig City under
an operating lease agreement. The lease is for a period of two vears commencing on
January 13, 2012 until Januvary 14, 2014, The Company renswed the contract for a
period of three (3) years until January 14, 2017, with additional office spaces at
2601-B, 2601-C and parking slots at P-631, W-634, P-2136, P-2138 and P-2139,

5 On March 5, 2014, the Company entered into operating lease arrangement for
additional office spaces for five (5) years commencing on April 135, 2014 up to April
14, 2015, The office units are located in 18th floor. Philippine Stock Exchange
Centre Condominium, Exchange Road, Ortigas Center, Pasig City.

¢. On March 28, 2014, the Company entered into operating lease arrangement for
additional office spaces with Cirtek Land Corporation for five (5} vears commencing
on June 15, 2014 up to June 14, 2019. The office units are located in 18th floor,
Phiiippine Stock Exchange Centre Condominium, Exchange Road, Ortigas Center.
Pasig City

Minimum lease payments for the above lease agreements are as follows:

2018 014
Less than one year P14,710,53% P11,196.400
Between one and five vears 16,648,980 28.029.189

P31,359,519 P39.225 589

The lease agresment is non-cancellable and provides for, ameng others, rent deposit
which is refundable upon termination of the lease. As at December 31, 2018 and 2014,
the Company recognized rent deposits in the separate statements of financial position
amounting to P3,608,169 and P3,588.169 in 2015 and 2014, respectively. Rent expense
incurred from the above lease agreements amounted to P20,854,700 and PH),018,377 In
2015 and 2014, respectively.
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a. Cash advances to /from subsidiaries were intended for working capital requirements
and to finance acquisitions and capital requirements.

b. The total advances to BBL which were used for working capital purposes amounted
to P86,849.133 and was fully provided with allowance for impairment losses as at

December 31, 2015 and 2014,

The movements in allowance for impairment losses on the advances to BBL are as

foliows:
: 2015 2014
Balance at beginning of vear P86,849,133  P43,6350.818
Impairment losses during the vear - 41198313
Balance at end of year P86,849,133  P86,849,113
¢. Dividend income consists of:
2015 014
ABLE P160,000,000  P250.000.000
FCLRC 418,080,000 -

P518,080,600  P250,000,000

The details of key management compensation are as follows:

2015 2014
Salaries and emplovee benefits P30,425520 P22,416,356
Directors® fees 10,458 500 6,720,000

As at December 31, 2015 and 2014, no retirement benefits cost was recognized as it
is immaterial to the Company’s separate financial statements.

13, Inicome Taxes

- The components of the Company’s income tax expense are as follows:

2015 2014
Current tax P93,600 P -
Deferred tax (72,486,239) (38.369388%)

(P72,393,239)  (P38.369.388)

. The Company is subject to the regular corporate income tax or minimum corporate
. income tax (MCIT), whichever is higher.



The reconciliation of income tax expense is as follows:

2015 2014
Income before income tax P278,698,421  P148.873.966
Income tax at statutory income tax rate of 30% P83,609.526 PA4 662 790
Additions to (reductions in) income taxes resuliing
from tax effects of:
Dividend income exempt from tax (155,424.0060) (75,000.000)
Share in net income of a joint venture {7,365,240) (19,724,909
Impairment ioss 6,480,000 -
Nondeduetible expense 310,173 13.801 390
Interest income subjected to final tax (3,698) (2198635
72,393239y  (P38.369.38%)

The components of the Company’s deferred tax asser pertain to the following
carrviorward benefits:

2015 2014
NOLCO P1144762,627 P38,369.3388
MCIT 93,604 -

P110,855,627 P38,369.388

The Company has incurred NOLCO which can be claimed as deduction from future
taxable income. Details of which are shown below:

Expired/
Applied/ Year of
Incurred In Amount  Unrecognised Balance Tax Effect  Expury
2012 P26,373,075  (P26,373,075) P Po- 2013
2013 106,346,766 {106,346,766) - - 2016
2014 127,897,961 . 127,897,961 38369388 2017
2015 241310797 - 241,310,797 72393238 2018
P501.830,599 (P26,375.075) P4753555524  P119.783.627

The Company’s unrecognized deferred tax assets amounted toP21.904.030. which
| pertains NOLCO for the year ended December 31, 2013, because management believes
. that future taxable profit would be available to allow the deferred tax asset to be utilized.

. The carryforward benefit of the excess of MCIT aver regular corporate incorme tax of
+ P93,000 can be credited against income tax untit December 31, 2018.

14. Financial Risk and Capital Management Objectives and Policies

Financial Risk Management
+ The Company has exposure to the following risks from its use of financial instruments:

= (Credit Risk
»  Ligquidity Risk
= Market Risk



This note preseats information about the Company’s exposure to each of the foregoing -
risks, the Company’s objectives, policies and processes for measuring and managing
risks, and the Company’s management of capital.

The main purpose of the Company’s dealings in financial instruments is to fund its
operations and capital expenditures. The Company does not activelv engage in the
trading of financial assets for speculative purposes nor does it write options.

The BOD has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The BOD has established the Executive
Committee, which is responsible for developing and menitoring the Companv's risk
management policies. The Executive Commifiee identifies all issues affecting the
operations of the Company and reports regularly to the BOD on its activities.

A Risk Oversight Committee is responsible for overseeing and managing risk that the
Company may encounter. They develop proper strategies and measures to avoid or at
least minimize such risk incorporating the Company's established risk management
policies.

The Company’s risk management policies are established to identify and analvze the
risks faced by the Company, to ser appropriate risk limits and controls, and to monitor
risks and adherence to limits. Risk management policies and systems are reviewed
regularly to reflect changes in market conditions and the Company’s activities. All risks
faced by the Company are incorperated in the annual operating budget. Mitigating
strategies and procedures are also devised to address the risks that inevitably occur so as
not to affect the Company’s operations and forecasted results. The Company, through its
training and management standards and procedures, aims to develop a diseiplined and
constructive control environment in which all employees understand their roles and
obligations.

The BOD coastituted the Company’s Audit Committee to assist the BOD in fu filing its
oversight responsibility of the Company’s corporate governance process relating to the:
a) quality and integrity of the Company’s separate financial statements and financial
reporting process and the Company’s systems of internal accounting and financial
controls; b) performance of the internal auditors: ¢) annual independent audit of the
Company's separate financial statements, the engagement of the independent auditors
and the evaluation of the independent suditors’ qualifications, independence and
performance; d) compliance by the Company with legal and regulatory requirerments.
including the Company’s disclosure control and procedures; e) evaluation of
management’s process 10 assess and manage the Company's enterprise risk issues, and
1) fulfillment of the other responsibilities set out by the BOD. The Audit Commitiee shall
also prepare the reports required to be included in the Companyv’s annual report.

The Audit Comrmittee of the Company performs oversight role over financial reporting
functions, specifically in the areas of managing credit, liquidity, market and other risks of
the Company. The Audit Committee directly interfaces with the internal audit function.
which undertakes reviews of risk management controls and procedures and ensures the
integrity of internal control activities which affect the financial reporting system of the
i Company. The results of procedures performed by Internal Audit are reported 1o the
- Audit Committee. On the other hand, the Audit Committee reports all the issues
! identified over the financial reporting of the Company to the BOD on a regular basis.

. Credit Risk
. Credit risk 1s the risk of financial loss to the Company if a counterparty to a financial
instrument fails 1o meet its contractual obligations.



Majority of the Company’s credit nisk is anributed 1o the individual characteristics of
each subsidiary. The demographics of the Company’s subsidiaries, including the default
risk of the industry and regions in which the subsidiaries operate, has an influence on
credit risk.

Financial information on the Company’s maximum exposure 1o credit risk as at
December 31, without considering the effects of collaterals and other risk mitigation
techniques, is presented below:

Note 2318 2014

Loans and receivable:
Cash in banks 4 P17,414,771 P76,644 827
Receivables - net 5 318,464.000 250,925,097
Due from related parties 12 2,156,451,824 1.001,626.675
Kent deposits 'y 3,608,169 3,588,169

P2,695,938,764  P1.332 784.768

Cash in Barnks
The management evaluates the financial condition of the banking industry and hank
deposits are maintained with reputable financial institutions.

Recetvables
Majority of the Company’s credit risk on receivables is attributed to its non-interest
bearing advances made to entities with similar industry operations.

Due from Related Parties
The Company limits its exposure to credit risk by only financing the cperaticns of rejated
parties that are engaged in gaming amusement activities.

The Company believes that co impairment allowance is necessary for the amounts receivables
and due from related parties since these are expected to be collected within the next twelve
months,

Rent Deposits
The management prefers well known business establishments in the selection of tocation
to ensure recovery of the deposit upon termination of the lease agreernent.

The credit quality of the Company’s cash in banks, receivables, due from related parties
and rental deposits based on their historical experience with the Company has been
defined as follows:

* Grade A: Financial assets which are consistently collected before maturity.

* Grade B: Financial assets which are collected on their due dales even without an
effort from the Company to foilow them up.

*  Grade C: Financial assets which are coilected on their due dates provided that the
Company made a persistent effort to collect.

~ As at December 31, 2015 and 2014, the Company’s cash in banks is classified under
. Grade A, while receivables, due from related parties and rentr deposits are classified
- under Grade C.



Liquidity Risk

Liquidity risk pertains to the risk that the Company will encounter difficulty in mesting
obligations associated with financial habilities that are settled by delivering cash or
another financial asset,

The Company manages liquidity risk by forecasting projected cash flows and
maintaining a balance between continuity of funding and {lexibility. Treasury controls
and procedures are in place to ensure that sufficient cash is mainfained 1o cover daily
operational and working capital requirements. Management closely monitors the
Company’s future and contingent obiigations and sets up required cash reserves as
necessary in accordance with internal requirements.

The Company’s contractual cash flows for its financial labilities are expected to be
setthed within the next twelve months,

As at December 31, 2015

Carrying Contractual & Months 5-12 More thas
Amount Cesh Flow or Less Months 12 Moaths
Nop-derivative Financial
Liasbilities

Dividend and other pavabies P145,661.815  PI45.601.818 Pld5.601818 P P
Shor-term icans pavable 344,200,000 345.634.167 343,034,167 - -
Long-term loans pavable 574,168,667 574,166,667 B1,904.873 79,896,375 503.036.623
Due o related parties 232651972 23NH519N - 2 312,631.972 -

P3386.620.454 P3AT8,72582% PS73,140,857 P2.402.548.347 PS03036,628

As at December 31, 2014

Carrving Contractual 6 Months -1
Amousnt Cash Flow or Less Months
Non-derivative Financial
Liabilities
Dividend and other payables® P327.289,741 P327.285.741 P327.289,741 P -
Short-term Joans payable 650,800,221 683,390,223 683,390,223 -
Due to related parties §21.596 616 Q21,596,616 - G2 386 616
P1.899.776,580 P1932.276,580 P1010,679964  P921 596616
* Excluding raxes payable
Market Risk

Market risk is the risk that changes in market prices that will affect the Company’s
income or the vaiue of its holdings of financial instruments. The objective of markert risk
is {0 manage and control market risk exposures within acceptable parameters. while
optimizing the retumns.

. Equary Price Risk

. Equity price risk is such risk where the fair values of investmenis in quoted equity
. securities could decrease as a result of changes in the levels of equity indices and the
. value of individual stocks. The management strictly monitors the movement of the share
- prices pertaining to its investments. The Company is exposed Lo sgquity securities price
- risk because of investments held by the Company, which are classified in the separate
- financial position as AFS financial asset (see Note 7).



The effect on equity, as a result of a possible change in the fair value of the Company’s
equity instruments held as AFS financial assets as at December 31, 2015, that could be
brought by changes in equity indices with all other variables held constant, are as
follows:

Change in quoted prices of investments carried at fair value

Increase by 10% P11,591,124
Increase by 3% 5,795,562
Decrease by 10% (11,591,124,
Decrease by 3% {5,795,562)

Interest Rare Risk
The Company’s exposure to changes in interest rares relate prnmarily to the Company's
short-term and long-term debt obligations.

Management is tasked to minimize interest rate risk through interest rate swaps and
options, and having a mix of variable and fixed interest rates on its Joans. Presently, the
Company’s short-term and long-term bank loans are market-determined, with the long-
term loan interest rates based on PSDT-R2 plus a certain mark-up. The Company has not
entered into mterest rate swaps and options during 2015 and 2014,

The sensitivity to 2 reasonably possible change in interest rates with all cther variables
held constant of the Company’s profit before tax for the vear ended December 31, 2013
and 2014 follows:

Change in interest rates (in basis points) 2015 2014
300bp rise P1,137.261 P195 000
300bp fall {1,137,261) {195,000}

I basis poing is equrvalent 10 0.61%.

There is no other impact on the Company’s equity other than those affecting the profit or
loss.

. Fair Values
The following methods and assumptions are used to estimate the fair value of each class
- of financial instruments:

 Cash
The carying amount approximates its fair value since it can be readily withdrawn and
used for operations.

- Receivables/Due  from Related Parties /Rent Deposits'Dividend  and  Other
- Payables/Shori-term Loans Payable/Due 10 Related Parties

¢ The carrying amounts of receivables, due from related parties, dividend and other
. Payables, loans payable and due to related parties approximate their fair values due to
. ligquidity, short maturity and nature of these financial instruments. The carrying amount
- of rent deposit approximates its fair value as the effect of discounting using the prevailing
: market rate is not significant.

- Long-term Loans
- The carrying amount amount of the long-term icans represents it market value since its
| interest rate is at market rate.



Available for Sale Financial Asset _

The fair value of the available for sale financial asset is based on the quoted market price
of the investment in equity as at 31 December 31, 20135. The fair value is under Level |
of the fair value hierarchy. '

The Company’s objectives when managing capital are t0 increase the value of
shareholders’ investment and maintain high growth by applving free cash flows to
selestive investments. The Company sets strategies with the objective of esiablishing a
versatile and resourceful financial management and capital swucture.

The BOD monitors the return on capital, which the Company defines as net operaring
income divided by total shareholders’ equity. The BOD also monitors the level of
dividends to shareholders.

The BOD has overall responsibility for monitoring of capital in proportion 1o risk. The
BOD seeks to maintain a balance between the higher returns that might be possible with
higher levels of borrowings and the advantages and security afforded by a sound capital
position. The Company defines capital as equity, which includes capital stock, additional
patd-in capital, retained eamings and fair value reserve. There were no changes in the
Company’s approach to capital management as at December 31, 2013 and 2014, The
Company 1s not subject to externally-imposed capital requirements.

- Supplementary Information Required by the Bureau of Internal Revenue (BIR)

in addition to the disclosures mandated under PFRS, and such other standards and/or
conventions as may be adopted, companies are required by the BIR to provide in the
notes to the separate financial statements, certain supplementary information for the
taxabie year. The amocunts relating to such suppiementary information may not
necessarily be the same with those amounts disclosed in the separate financial statements
which were prepared in accordance with PFRS Following are the tax mformatios
required for the taxable year ended December 31, 2015;

' I Based on RR No. 152010

A. Value Added Tax (VAT)

Amount
1. Imput VAT
Beginning of the year P1,853,412
Current vear’s domestic purchases:
a.  Goods for resale/manufacture or further processing -
b.  Goods other than for resale or manufacture -
¢.  Capital goods subject to amortization 1,897,765
d.  Capital goods not subject to amortization 85,269
e. Services lodged under cost of goods sold 1,200,693
f.  Services lodged under other accounts ‘ 1,843,175
Balance at the end of the vear P6,880.314

B. Excise Taxes

None



C. Documentary Stamp Tax

In 2015, the Company’s documentary stamp tax on loans amounted to
P3,780.626.

D. Withholding Tayes

Amount
Tax on compensation and benefits P14.430,573
Finai withholding taxes 8,145,007
Expanded withholding taxes 6,148,382
P28,723,962
E. Al Other Taxes

Amaount

Other taxes paid during the year recognized under “Taxes

and licenses” account in profif or loss

License and permit fees P45.933
Others 616,203
P662,136

F. Deficiercy Tax Assessments
None

G. Tax Cases

None
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION

H

The Stockholders and Board of Directors
Leisure & Resorts World Corporation
26Y Floor, West Tower, PSE Center
Exchange Road, Ortigas Center

Pasig City

We iuave audited the accompanying separate financial statements of Leisure & Resorts World
Corporation (the “Company”) as at and for the year ended December 31, 2015, on which we have
rendered our report dated April 13, 2016

In compliance with Securities Regulation Code Rule 68, As Amended. we are stating that the said
Company has 1,705 stockholders owning one hundred (100) or more shares each.

R.G. MANABAT & CO.

Dﬂ.‘{DO MARCO M. DIGSO
Parther
CPA License No, 0095177
SEC Accreditation No, 1387-A, Group A, valid until February §, 2017
Tax [dentification No, 912-365-763
BIR Accreditation No. 08-001987-30-2013
Issued December 2, 2013; valid until Decemnber |, 2016
PTR No. 5320746MD
Issued January 4, 2016 at Makat City
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Makati City, Metro Manila
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