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• Philippine Interpretation IFRIC 12, Service Concession Arrangements, covers contractual 

arrangements arising from public-to-private service concession arrangements if control of the 
assets remains in public hands but the private sector operator is responsible for construction 
activities as well as for operating and maintaining the public sector infrastructure.  Adoption 
of this Philippine Interpretation did not have any impact on the parent company financial 
statements as it is not applicable to its operations. 

 
• Philippine Interpretation IFRIC 14, Philippine Accounting Standard (PAS) 19 - The Limit on 

a Defined Benefit Asset, Minimum Funding Requirements and their Interaction, provides 
guidance on how to assess the limit on the amount of surplus in a defined benefit plan that can 
be recognized as an asset under  PAS 19, Employee Benefits.  Adoption of this Interpretation 
did not have a significant impact on the parent company financial statements. 

 
• Amendments to PAS 39, Financial Instruments: Recognition and Measurement, and PFRS 7, 

Financial Instruments: Disclosures -Reclassification of Financial Assets, are effective 
beginning July 1, 2008.  The Amendments to PAS 39 introduce the possibility of 
reclassification of securities out of the trading category in rare circumstances and 
reclassification to the loans and receivable category if there is intent and ability to hold the 
securities for the foreseeable future or to held-to-maturity (HTM) if there is intent and ability 
to hold the securities until maturity.  The Amendments to PFRS 7 introduce the disclosures 
relating to these reclassifications.  Adoption of these Amendments did not have any impact on 
the parent company financial statements since it did not avail of the reclassification allowed 
under these amendments. 

 
Future Changes in Accounting Policies  
The Parent Company will adopt the following standards and interpretations enumerated below 
when these become effective.  Except as otherwise indicated, the Parent Company does not expect 
the adoption of these new and amended PFRS and Philippine Interpretations to have significant 
impact on its financial statements. 

 
Effective in 2009 

 
• PFRS 1, First-time Adoption of Philippine Financial Reporting Standards - Cost of an 

Investment in a Subsidiary, Jointly Controlled Entity or Associate 
The amended PFRS 1 allows an entity, in its separate parent company financial statements, to 
determine the cost of investments in subsidiaries, jointly controlled entities or associates (in 
its opening PFRS financial statements) as one of the following amounts: (a) cost determined 
in accordance with PAS 27, Consolidated and Separate Financial Statements; (b) at the fair 
value of the investment at the date of transition to PFRS, determined in accordance with PAS 
39; or c) previous carrying amount (as determined under generally accepted accounting 
principles) of the investment at the date of transition to PFRS. 



- 3 - 
 

*SGVMC11687*

 
• Amendment to PFRS 2, Share-based Payment - Vesting Condition and Cancellations  

The Standard has been revised to clarify the definition of a vesting condition and prescribes 
the treatment for an award that is effectively cancelled.  It defines a vesting condition as a 
condition that includes an explicit or implicit requirement to provide services.  It further 
requires nonvesting conditions to be treated in a similar fashion to market conditions.  Failure 
to satisfy a nonvesting condition that is within the control of either the entity or the 
counterparty is accounted for as a cancellation.  However, failure to satisfy a nonvesting 
condition that is beyond the control of either party does not give rise to a cancellation. 

 
• PFRS 8, Operating Segments  

PFRS 8 will replace PAS 14, Segment Reporting, and adopts a full management approach to 
identifying, measuring and disclosing the results of an entity’s operating segments.  The 
information reported would be that which management uses internally for evaluating the 
performance of operating segments and allocating resources to those segments.  Such 
information may be different from that reported in the parent company balance sheet and 
parent company statement of income and the Parent Company will provide explanations and 
reconciliations of the differences.  This Standard is only applicable to an entity that has debt 
or equity instruments that are traded in a public market or that files (or is in the process of 
filing) its parent company financial statements with a securities commission or similar party.  
The Parent Company is in the process of assessing the impact of the Standard on its current 
manner of reporting segment information. 

 
• Amendment to PAS 1, Presentation of Financial Statements  

It introduces a new statement of comprehensive income that combines all items of income and 
expenses recognized in the profit or loss together with ‘other comprehensive income’.  
Entities may choose to present all items in one statement, or to present two linked statements, 
a separate parent company statement of income and a parent company statement of 
comprehensive income.  This Amendment also requires additional requirements in the 
presentation of the parent company balance sheet and equity as well as additional disclosures 
to be included in the parent company financial statements.  Adoption of this Amendment will 
not have significant impact on the Parent Company except for the presentation of a parent 
company statement of comprehensive income and additional disclosures to be included in the 
parent company financial statements. 
 

• Revised PAS 23, Borrowing Costs 
The Standard has been revised to require capitalization of borrowing costs when such costs 
relate to a qualifying asset.  A qualifying asset is an asset that necessarily takes a substantial 
period of time to get ready for its intended use or sale.  In accordance with the transitional 
requirements in the Standard, the Parent Company will adopt this as a prospective change.  
Accordingly, borrowing costs will be capitalized on qualifying assets with a commencement 
date after January 1, 2009.   

 
• Amendments to PAS 27, Consolidated and Separate Financial Statements - Cost of an 

Investment in a Subsidiary, Jointly Controlled Entity or Associate  
These Amendments introduce changes in respect of the holding companies’ separate financial 
statements, including (a) the deletion of ‘cost method’, making the distinction between pre- 
and post-acquisition profits no longer required; and (b) in cases of reorganizations where a  
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 new parent is inserted above an existing parent of the group (subject to meeting specific 

requirements), the cost of the subsidiary is the previous carrying amount of its share of equity 
items in the subsidiary rather than its fair value.  All dividends will be recognized in the 
parent company statement of income.  However, the payment of such dividends requires the 
entity to consider whether there is an indicator of impairment.   

 
• Amendment to PAS 32, Financial Instruments: Presentation, and PAS 1, Presentation of 

Financial Statements - Puttable Financial Instruments and Obligations Arising on 
Liquidation  
These Amendments specify, among others, that puttable financial instruments will be 
classified as equity if they have all of the following specified features: (a) the instrument 
entitles the holder to require the entity to repurchase or redeem the instrument (either on an 
ongoing basis or on liquidation) for a pro rata share of the entity’s net assets; (b) the 
instrument is in the most subordinate class of instruments, with no priority over other claims 
to the assets of the entity on liquidation; (c) all instruments in the subordinate class have 
identical features; (d) the instrument does not include any contractual obligation to pay cash 
or financial assets other than the holder’s right to a pro rata share of the entity’s net assets; 
and (e) the total expected cash flows attributable to the instrument over its life are based 
substantially on the profit or loss, a change in recognized net assets, or a change in the fair 
value of the recognized and unrecognized net assets of the entity over the life of the 
instrument. 

 
• Philippine Interpretation IFRIC 13, Customer Loyalty Programmes  

This Philippine Interpretation requires customer loyalty award credits to be accounted for as a 
separate component of the sales transaction in which they are granted and therefore part of the 
fair value of the consideration received is allocated to the award credits and realized in 
income over the period that the award credits are redeemed or expire.   

 
• Philippine Interpretation IFRIC 16, Hedges of a Net Investment in a Foreign Operation  

It provides guidance on identifying foreign currency risks that qualify for hedge accounting in 
the hedge of a net investment; where within the group, the hedging instrument can be held in 
the hedge of a net investment; and how an entity should determine the amount of foreign 
currency gains or losses, relating to both the net investment and the hedging instrument, to be 
recycled on disposal of the net investment. 

 
Improvements to PFRS 
In May 2008, the International Accounting Standards Board issued its first omnibus of 
amendments to certain standards, primarily with a view to removing inconsistencies and 
clarifying wordings. There are separate transitional provisions for each standard, which became 
effective January 1, 2009: 

 
• PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations 

When a subsidiary is held for sale, all of its assets and liabilities will be classified as held for 
sale under PFRS 5, even when the entity retains a noncontrolling interest in the subsidiary 
after the sale. 

 
• PAS 1, Presentation of Financial Statements 

Assets and liabilities classified as held for trading are not automatically classified as current 
in the parent company balance sheet. 
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• PAS 16, Property, Plant and Equipment 

This Amendment replaces the term ‘net selling price’ with ‘fair value less costs to sell’, to be 
consistent with PFRS 5 and PAS 36, Impairment of Assets. 

 
Items of property, plant and equipment held for rental that are routinely sold in the ordinary 
course of business after rental, are transferred to inventory when rental ceases and they are 
held for sale.  Proceeds of such sales are subsequently shown as revenue.  Cash payments on 
initial recognition of such items, the cash receipts from rents, and subsequent sales are all 
shown as cash flows from operating activities. 

 
PAS 19, Employee Benefits 
• This revises the definition of: (a) ‘past service cost’ to include reduction in benefits 

related to past services (‘negative past service cost’) and to exclude reduction in benefits 
related to future services that arise from plan amendments.  Amendments to plans that 
result in a reduction in benefits related to future services are accounted for as a 
curtailment; (b) ‘return on plan assets’ to exclude plan administration costs if they have 
already been included in the actuarial assumptions used to measure the defined benefit 
obligation; and (c) ‘short-term’ and ‘other long-term’ employee benefits to focus on the 
point in time at which the liability is due to be settled.  It also deletes the reference to the 
recognition of contingent liabilities to ensure consistency with PAS 37, Provisions, 
Contingent Liabilities and Contingent Assets. 

 
 PAS 23, Borrowing Costs 

• This revises the definition of borrowing costs to consolidate the types of items that are 
considered components of ‘borrowing costs’, i.e., components of the interest expense 
calculated using the effective interest rate method. 

 
 PAS 28, Investment in Associates 

• If an associate is accounted for at fair value in accordance with PAS 39, only the 
requirement of PAS 28 to disclose the nature and extent of any significant restrictions on 
the ability of the associate to transfer funds to the entity in the form of cash or repayment 
of loans applies. 

 
An investment in an associate is a single asset for the purpose of conducting the impairment 
test.  Therefore, there is no separate allocation to the goodwill included in the investment 
balance. 

 
 PAS 31, Interest in Joint Ventures 

• If a joint venture is accounted for at fair value, in accordance with PAS 39, only the 
requirements of PAS 31 to disclose the commitments of the venturer and the joint 
venture, as well as summary financial information about the assets, liabilities, income and 
expense will apply. 

 
PAS 36, Impairment of Assets 
• When discounted cash flows are used to estimate ‘fair value less costs to sell’, additional 

disclosure is required about the discount rate, consistent with disclosures required when 
the discounted cash flows are used to estimate ‘value in use’. 
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 PAS 38, Intangible Assets 

• Expenditure on advertising and promotional activities is recognized as an expense when 
the Company either has the right to access the goods or has received the services.  
Advertising and promotional activities now specifically include mail order catalogues. 
 

 It deletes references to there being rarely, if ever, persuasive evidence to support an 
amortization method for intangible assets with finite lives that results in a lower amount 
of accumulated amortization than under the straight-line method, thereby effectively 
allowing the use of the unit-of-production method. 

 
PAS 39, Financial Instruments: Recognition and Measurement 
• Changes in circumstances relating to derivatives, specifically derivatives designated or re-

designated as hedging instruments after initial recognition, are not reclassifications. 
 

 When financial assets are reclassified as a result of an insurance company changing its 
accounting policy in accordance with paragraph 45 of PFRS 4, Insurance Contracts, this 
is a change in circumstance, not a reclassification. 

 
 It removes the reference to a ‘segment’ when determining whether an instrument qualifies 

as a hedge. 
 

 It requires use of the revised effective interest rate (rather than the original effective 
interest rate) when re-measuring a debt instrument on the cessation of fair value hedge 
accounting. 

 
 PAS 40, Investment Property 

• It revises the scope (and the scope of PAS 16) to include property that is being 
constructed or developed for future use as an investment property.   

 
 Where an entity is unable to determine the fair value of an investment property under 

construction, but expects to be able to determine its fair value on completion, the 
investment under construction will be measured at cost until such time as fair value can 
be determined or construction is complete. 
 

Effective in 2010 
 

• Revised PFRS 3, Business Combinations, and PAS 27, Consolidated and Separate Financial 
Statements 
Revised PFRS 3 introduces a number of changes in the accounting for business combinations 
that will impact the amount of goodwill recognized, the reported results in the period that an 
acquisition occurs, and future reported results.  Revised PAS 27 requires, among others, that: 
(a) change in ownership interests of a subsidiary (that do not result in loss of control) will be 
accounted for as an equity transaction and will have no impact on goodwill nor will it give 
rise to a gain or loss; (b) losses incurred by the subsidiary will be allocated between the 
controlling and noncontrolling interests (previously referred to as ‘minority interests’), even if 
the losses exceed the noncontrolling equity investment in the subsidiary; and (c) on loss of 
control of a subsidiary, any retained interest will be remeasured to fair value and this will 
impact the gain  
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 or loss recognized on disposal.  The changes introduced by revised PFRS 3 must be applied 

prospectively, while the changes introduced by the revised PAS 27 must be applied 
retrospectively with a few exceptions.  The changes affect future acquisitions and transactions 
with noncontrolling interests. 

 
• Amendment to PAS 39, Financial Instruments: Recognition and Measurement - Eligible 

Hedged Items 
Amendment to PAS 39 will be effective on January 1, 2009, which addresses only the 
designation of a one-sided risk in a hedged item, and the designation of inflation as a hedged 
risk or portion in particular situations.  The Amendment clarifies that an entity is permitted to 
designate a portion of the fair value changes or cash flow variability of a financial instrument 
as a hedged item. 

 
• Philippine Interpretation IFRIC 17, Distribution of Non-cash Assets to Owners 

This Philippine Interpretation covers accounting for two types of non-reciprocal distributions 
of assets by an entity to its owners acting in their capacity as owners.  The two types of 
distribution are: 
a) distributions of non-cash assets (e.g., items of property, plant and equipment, businesses 

as defined in PFRS 3, ownership interests in another entity or disposal groups as defined 
in PFRS 5); and 

b) distributions that give owners a choice of receiving either non-cash assets or a cash 
alternative. 

 
This Philippine Interpretation addresses only the accounting by an entity that makes a non-
cash asset distribution.  It does not address the accounting by shareholders who receive such a 
distribution. 
 

• Philippine Interpretation IFRIC 18, Transfers of Assets from Customers 
This Interpretation covers accounting for transfers of items of property, plant and equipment 
by entities that receive such transfers from their customers.  Agreements within the scope of 
this Philippine Interpretation are agreements in which an entity receives from a customer an 
item of property, plant and equipment that the entity must then use either to connect the 
customer to a network or to provide the customer with ongoing access to a supply of goods or 
services, or to do both.  This Philippine Interpretation also applies to agreements in which an 
entity receives cash from a customer when that amount of cash must be used only to construct 
or acquire an item of property, plant and equipment and the entity must then use the item of 
property, plant and equipment either to connect the customer to a network or to provide the 
customer with ongoing access to a supply of goods or services, or to do both. 
 

Effective in 2012 
 

• Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate 
This Philippine Interpretation covers accounting for revenue and associated expenses by 
entities that undertake the construction of real estate directly or through subcontractors.  This 
Philippine Interpretation requires that revenue on construction of real estate be recognized  
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only upon completion, except when such contract qualifies as construction contract to be 
accounted for under PAS 11, Construction Contracts, or involves rendering of services in 
which case revenue is recognized based on stage of completion.  Contracts involving 
provision of services with the construction materials, and where the risks and rewards of 
ownership are transferred to the buyer on a continuous basis, will also be accounted for based 
on the stage of completion. 

 
Cash and Cash Equivalents 
Cash consists of cash on hand and in banks.  Cash equivalents are short-term, highly liquid 
investments that are readily convertible to known amounts of cash with original maturities of 
three (3) months or less from dates of placement and that are subject to an insignificant risk of 
changes in value. 

 
Financial Instruments 
Date of recognition 
The Parent Company recognizes a financial asset or a financial liability on the parent company 
balance sheet when it becomes a party to the contractual provisions of the instrument.  Purchases 
or sales of financial assets that require delivery of assets within the time frame established by 
regulation or convention in the marketplace are recognized on the settlement date.   

 
Initial recognition of financial instruments 
All financial instruments are initially recognized at fair value of the consideration given (in the 
case of an asset) or received (in the case of a liability).  Except for financial assets and liabilities 
at fair value through profit or loss (FVPL), the initial measurement of financial assets and 
liabilities include transaction costs.  The Parent Company classifies its financial assets in the 
following categories: financial assets at FVPL, HTM investments, available-for-sale (AFS) 
financial assets and loans and receivables.  The Parent Company classifies its financial liabilities 
as financial liabilities at FVPL or other financial liabilities.  The classification depends on the 
purpose for which the investments were acquired and whether these are quoted in an active 
market.  The financial assets of the Parent Company are of the nature of loans and receivable, 
while its financial liabilities are of the nature of other financial liabilities. 

 
The Parent Company determines the classification at initial recognition and re-evaluates such 
designation, where allowed and appropriate, at every reporting date. 

 
Determination of fair value 
The fair value for financial instruments traded in active markets at the balance sheet date is based 
on its quoted market price or dealer price quotations (bid price for long positions and ask price for 
short positions), without any deduction for transaction costs.  When current bid and ask prices are 
not available, the price of the most recent transaction provides evidence of the current fair value 
as long as there has not been a significant change in economic circumstances since the time of the 
transaction. 

 
For all other financial instruments not listed in an active market, the fair value is determined by 
using appropriate valuation techniques.  Valuation techniques include net present value 
techniques, comparison to similar instruments for which market observable prices exist, option 
pricing models, and other relevant valuation models. 
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Day 1 profit 
Where the transaction price in a non-active market is different than the fair value from other 
observable current market transactions of the same instrument or based on a valuation technique 
whose variables include only data from observable market, the Parent Company recognizes the 
difference between the transaction price and fair value (a day 1 profit) in the parent company  
statement of income.  In cases where use is made of data which is not observable, the difference 
between the transaction price and model value is only recognized in the parent company statement 
of income when the inputs become observable or when the instrument is derecognized.  For each 
transaction, the Parent Company determines the appropriate method of recognizing the ‘Day 1’ 
profit amount. 

 
Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments 
that are not quoted in an active market.  Receivables are recognized initially at fair value, which 
normally pertains to the billable amount.  After initial measurement, loans and receivables are 
subsequently measured at amortized cost using the effective interest rate method, less allowance 
for impairment losses.  Amortized cost is calculated by taking into account any discount or 
premium on acquisition and fees that are an integral part of the effective interest rate.  The 
amortization, if any, is included in the parent company statement of income.  The losses arising 
from impairment of receivables are recognized in the parent company statement of income. 
 
Other financial liabilities 
Other financial liabilities are initially recognized at the fair value of the consideration received 
less directly attributable transaction costs.  

 
After initial recognition, other financial liabilities are subsequently measured at amortized cost 
using the effective interest rate method.  This category includes notes payable, accounts and other 
payables, due to related parties and subscription payable. 
 
Gains and losses are recognized in the parent company statement of income when the liabilities 
are derecognized, as well as through the amortization process. 

 
Offsetting of Financial Instruments 
Financial assets and financial liabilities are offset and the net amount reported in the parent 
company balance sheet if, and only if, there is a currently enforceable legal right to offset the 
recognized amounts and there is an intention to settle on a net basis, or to realize the asset and 
settle the liability simultaneously. 
 
Determination of fair value 
The fair value for financial instruments traded in active markets at the balance sheet date is based 
on its quoted market price or dealer price quotations (bid price for long positions and ask price for 
short positions), without any deduction for transaction costs.  When current bid and ask prices are 
not available, the price of the most recent transaction provides evidence of the current fair value 
as long as there has not been a significant change in economic circumstances since the time of the 
transaction. 
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For all other financial instruments not listed in an active market, the fair value is determined by 
using appropriate valuation techniques.  Valuation techniques include net present value 
techniques, comparison to similar instruments for which market observable prices exist, option 
pricing models, and other relevant valuation models. 

 
Impairment of Financial Assets 
The Parent Company assesses at each balance sheet date whether there is objective evidence that 
a financial asset or group of financial assets is impaired.  A financial asset or a group of financial 
assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a 
result of one or more events that has occurred after the initial recognition of the asset (an incurred 
‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of 
the financial asset or the group of financial assets that can be reliably estimated.  Evidence of 
impairment may include indications that the borrower or a group of borrowers is experiencing 
significant financial difficulty, default or delinquency in interest or principal payments, and where 
observable data indicate that there is measurable decrease in the estimated future cash flows, such 
as changes in arrears or economic conditions that correlate with defaults. 

 
 Loans and receivables  
 For loans and receivables carried at amortized cost, the Parent Company first assesses whether 

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

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

 
Future cash flows in a group of financial assets that are collectively evaluated for impairment are 
estimated on the basis of historical loss experience for assets with credit risk characteristics 
similar to those in the Parent Company.  Historical loss experience is adjusted on the basis of 
current observable data to reflect the effects of current conditions that did not affect the period on  
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which the historical loss experience is based and to remove the effects of conditions in the 
historical period that do not exist currently.  The methodology and assumptions used for 
estimating future cash flows are reviewed regularly by the Parent Company to reduce any 
differences between loss estimates and actual loss experience. 

 
AFS financial assets carried at cost 
If there is an objective evidence that an impairment loss on an unquoted equity instrument that is 
not carried at fair value because its fair value cannot be reliably measured, the amount of the loss 
is measured as the difference between the carrying amount and the present value of estimated 
future cash flows discounted at the current market rate of return for a similar financial asset. 

 
Derecognition of Financial Assets and Financial Liabilities 
Financial asset 
A financial asset (or, where applicable, a part of a financial asset or part of a group of financial 
assets) is derecognized when:  

 
(a)  the rights to receive cash flows from the assets has expired;  
(b)  the Parent Company retains the right to receive cash flows from the asset, but has assumed an 
 obligation to pay them in full without material delay to a third-party under a “pass-through” 
 arrangement; or  
(c)  the Parent Company has transferred its right to receive cash flows from the asset and either: 
(i)  has  transferred substantially all the risks and rewards of the asset; or (ii) has neither 
 transferred nor retained the risks and rewards of the asset but has transferred control of the 
 asset. 

 
Where the Parent Company has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained substantially all 
the risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the 
extent of the Parent Company’s continuing involvement in the asset.  Continuing involvement that 
takes the form of a guarantee over the transferred asset is measured at the lower of the original 
carrying amount of the asset and the maximum amount of consideration that the Parent Company 
could be required to repay. 

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

 
Real Estate Held for Sale and Development 
Real estate held for sale and development consists of residential units for sale and development, 
subdivision land for sale and development, and undeveloped land carried at the lower of aggregate 
costs or net realizable value (NRV).  Costs include those costs of acquisition, development, 
improvement and construction of the real estate projects.  NRV is the selling price in the ordinary 
course of business, less estimated costs of completion and the estimated costs necessary to make 
the sale such as commissions. 
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Investments in Subsidiaries, Associates and Jointly Controlled Entities 
The Parent Company’s investments in its subsidiaries, associates and jointly controlled entities 
are accounted for under the cost method less accumulated provisions for impairment losses, if 
any.  A subsidiary is an entity in which the Parent Company, directly or indirectly, holds more 
than half of the voting power, or exercises control over the operation and management of the 
subsidiary.  An associate is an entity in which the Parent Company has significant influence and 
which is neither a subsidiary nor a joint venture.  A jointly controlled entity is an entity, not being 
a subsidiary nor an associate, in which the Parent Company and its subsidiaries exercise joint 
control together with one or more partners. 

 
The investments in subsidiaries, associates and jointly controlled entities are carried in the parent 
company balance sheet at cost less any impairment in value.  The Parent Company recognizes 
income from the investment only to the extent that the Parent Company receives distributions 
from accumulated profits of the investee arising after the date of the acquisition.  Distributions 
received in excess of such profits are regarded as recovery of the investment and are recognized 
as a reduction of the cost of the investment. 

 
Investment Properties 
Initially, investment properties are measured at cost including transaction costs.  Subsequent to 
initial recognition investment properties are stated at cost less impairment in value, if any. 

 
Investment properties are derecognized when they have either been disposed of or when the 
investment property is permanently withdrawn from use and no future benefit is expected from its 
disposal.  Any gain or loss on the depreciation of an investment property is recognized in the 
parent company statement of income in the year in which it arises. 

 
Expenditures incurred after the investment properties have been put into operations, such as 
repairs and maintenance costs, are normally charged to income in the period in which the costs 
are incurred. 

 
Transfers are made to investment property when, and only when, there is a change in use, 
evidenced by the end of owner occupation, commencement of an operating lease to another party 
or completion of construction or development.  Transfers are made from investment property 
when, and only when, there is a change in use, as evidenced by commencement or owner 
occupation or commencement of development with a view to sale. 

 
For a transfer from investment property to owner-occupied property, the deemed cost of property 
for subsequent accounting is its fair value at the date of change in use.  If the property occupied 
by the Parent Company as an owner occupied property becomes an investment property, the 
Parent Company accounts for such property in accordance with the policy stated under property 
and equipment up to the date of change in use. 
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 Property and Equipment 

Property and equipment are stated at cost less accumulated depreciation and any impairment in 
value. 

 
The initial cost of property and equipment comprises its purchase price, including non-refundable 
import duties, taxes and any directly attributable costs of bringing the asset to its working 
condition and location for its intended use.  Expenditures incurred after the fixed assets have been 
put into operation, such as repairs and maintenance and overhaul costs, are normally charged to 
income in the period in which the costs are incurred.  In situations where it can be clearly 
demonstrated that the expenditures have resulted in an increase in the future economic benefits 
expected to be obtained from the use of an item of property and equipment beyond its originally 
assessed standard of performance, the expenditures are capitalized as an additional cost of 
property and equipment.  All other repair and maintenance expenses are charged to current 
operations as incurred. 

 
Depreciation of property and equipment commences once the assets are put into operational use. 

 
Depreciation is calculated on a straight-line method over the following estimated useful lives 
(EUL) of the respective assets: 

 
 Years 
Transportation Equipment 5 
Office furniture, fixtures and equipment 3 

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

 
An item of property and equipment is derecognized upon disposal or when no future economic 
benefits are expected from its use or disposal.  Any gain or loss arising on derecognition of the 
asset (calculated as the difference between the net disposal proceeds and the carrying amount of 
the asset) is included in the parent company statement of income in the year the asset is 
derecognized. 

 
Noncurrent Assets Held for Sale 
The Parent Company classifies assets as held for sale (disposal group) when their carrying amount 
will be recovered principally through a sale transaction rather than through continuing use.  For 
this to be the case, the asset must be available for immediate sale in its present condition subject 
only to terms that are usual and customary for sales of such assets and its sale must be highly 
probable. 

 
For the sale to be highly probable, the appropriate level of management must be committed to a 
plan to sell the asset and an active programme to locate a buyer and complete the plan must have 
been initiated.   Further, the asset must be actively marketed for sale at a price that is reasonable 
in relation to its current fair value.  In addition, the sale should be expected to qualify for 
recognition as a completed sale within one (1) year from the date of classification. 
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The related results of operations and cash flows of the disposal group that qualified as 
discontinued operation are separated from the results of those that would be recovered principally 
through continuing use, and prior years’ parent company statement of income and cash flows are 
re-presented. Results of operations and cashflows of the disposal group that qualified as 
discontinued operation are presented in the parent company statement of income and cash flows 
as items associated with noncurrent assets held for sale. 

 
Impairment of Nonfinancial Assets 
This accounting policy applies to the Parent Company’s investment in subsidiaries, associates and 
joint venture, investment property and property, plant and equipment. The Parent Company 
assesses at each reporting date whether there is an indication that an asset may be impaired.  If 
any such indication exists, or when an annual impairment testing for an asset is required, the 
Parent Company makes an estimate of the asset’s recoverable amount.  An asset’s recoverable 
amount is the higher of an asset’s or cash-generating unit’s fair value less cost to sell and its value 
in use and is determined for an individual asset, unless the asset does not generate cash inflows 
that largely independent of those from other assets or group of assets.  Where the carrying amount 
of an asset exceeds its recoverable amount, the asset is considered impaired and is written down 
to its recoverable amount.  In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific to the asset.  

 
An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased.  If such indication 
exists, the Parent Company makes an estimate of recoverable amount.  A previously recognized 
impairment loss is reversed only if there has been a change in the estimates used to determine the 
asset’s recoverable amount since the last impairment loss was recognized.  If that is the case, the 
carrying amount of the asset is increased to its recoverable amount.  That increased amount 
cannot exceed the carrying amount that would have been determined, net of depreciation, had no 
impairment loss been recognized for the asset in prior years.  Such reversal is recognized in the 
parent company statement of income.  After such reversal, the depreciation charge is adjusted in 
future periods to allocate the asset’s revised carrying amount, less any residual value, on a 
systematic basis over its remaining useful life. 
 
Revenue and Cost Recognition 
Revenue is recognized to the extent that it is probable that the economic benefits associated with 
the transaction will flow to the Parent Company and the revenue can be reliably measured.  The 
following specific recognition criteria must also be met before revenue is recognized: 

 
Management fees 
Revenue from management fees is recognized when the related services are rendered. 

 
Finance income 
Revenue is recognized as interest accrues (using the effective interest rate method that is the rate 
that exactly discounts estimated future cash receipts through the expected life of the financial 
instrument to the net carrying amount of the financial asset). 
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Dividend income 
Dividend income is recognized when the parent company’s right to receive payment is 
established. 

 
Pension Costs 
The pension cost of the parent company is determined using the PUC method. Under this method, 
the current service cost is the present value of retirement benefits payable in the future with 
respect to services rendered in the current period.  The liability recognized in the parent company 
balance sheet in respect of defined benefit pension plans is the present value of the defined 
benefit obligation at the date less the fair value of plan assets, together with adjustments for 
unrecognized actuarial gains or losses and past service costs.   
 
The defined benefit obligation is calculated annually by an independent actuary using the PUC 
method.  The present value of the defined benefit obligation is determined by discounting the 
estimated future cash outflows using interest rate on government bonds that have terms to 
maturity approximating the terms of the related retirement liability or applying a single weighted 
average discount rate that reflects the estimated timing and amount of benefit payment.  Actuarial 
gains and losses arising from experience adjustments and changes in actuarial assumptions are 
credited to or charged against income when the net cumulative unrecognized actuarial gains and 
losses at the end of the previous period exceeded 10% of the higher of the defined benefit 
obligation and the fair value of plan assets at that date.  These excess gains or losses are 
recognized over the expected average remaining working lives of the employees participating in 
the plan. 

 
Past service costs, if any, are recognized immediately in income, unless the changes to the 
pension plan are conditional on the employees remaining in service for a specified period of time 
(the vesting period).  In this case, the past service costs are amortized on a straight-line basis over 
the vesting period. 

 
The retirement benefits of officers and employees are determined and provided for by the Parent 
Company and are charged against current operations. 

 
The defined benefit asset or liability comprises the present value of the defined benefit obligation 
less past service costs not yet recognized, if any, and less the fair value of the plan assets out of 
which the obligations are to be settled directly.  The value of any asset is restricted to the sum of 
any past service costs not yet recognized, if any, and the present value of any economic benefits 
available in the form of refunds from the plan or reductions in the future contributions to the plan. 

 
Income Tax 
Current tax 
Current tax assets and liabilities for the current and prior periods are measured at the amount 
expected to be recovered from or paid to the taxation authorities.  The tax rates and tax laws used 
to compute the amount are those that are enacted or substantively enacted at the balance sheet 
date. 

 
Deferred tax 
Deferred tax is provided, using the balance sheet liability method, on all temporary differences at 
the balance sheet date between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purposes. 
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Deferred tax liabilities are recognized for all taxable temporary differences, except: 

 
• where the deferred tax liability arises from the initial recognition of goodwill or of an asset or 

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

 
• in respect of taxable temporary differences associated with investments in subsidiaries, 

associates and interests in joint ventures, where the timing of the reversal of the temporary 
differences can be controlled and it is probable that the temporary differences will not reverse 
in the foreseeable future. 

 
Deferred tax assets are recognized for all deductible temporary differences, carry forward of 
unused tax credits from excess minimum corporate income tax (MCIT) and unused net operating 
loss carry over (NOLCO), to the extent that it is probable that taxable profit will be available 
against which the deductible temporary differences and the carry forward of unused tax credits 
and unused NOLCO can be utilized except: 
 
• where the deferred tax asset relating to the deductible temporary differences arises from the 

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

 
• in respect of deductible temporary differences associated with investments in subsidiaries, 

associates and interests in joint ventures, deferred tax assets are recognized only to the extent 
that it is probable that the temporary differences will reverse in the foreseeable future and 
taxable profit will be available against which the temporary differences can be utilized. 

 
The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced 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 asset to be utilized.  Unrecognized deferred tax assets are reassessed at 
each balance sheet date and are recognized to the extent that it has become probable that future 
taxable profit will allow the deferred tax asset to be recovered. 

 
Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the 
period when the asset is realized or the liability is settled, based on tax rate (and tax laws) that 
have been enacted or substantively enacted at the balance sheet date. 

 
Income tax relating to items recognized directly in equity is recognized in equity and not in the 
parent company statement of income. 

 
Provisions 
Provisions are recognized when the Parent Company has a present obligation (legal or 
constructive) as a result of a past event, it is probable that an outflow of resources embodying 
economic benefits will be required to settle the obligation and a reliable estimate can be made of 
the amount of the obligation.  Where the Parent Company expects a provision to be reimbursed, 
the reimbursement is recognized as a separate asset but only when the reimbursement is virtually  
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certain.  If the effect of the time value of money is material, provisions are determined by 
discounting the expected future 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 in the provision due to the passage of time is recognized 
as interest expense.  Provisions are reviewed at each balance sheet date and adjusted to reflect the 
current best estimate. 

 
Foreign Currency Translation 
The parent company financial statements are presented in Philippine Peso, which is the Parent 
Company’s functional and presentation currency.  Transactions in foreign currencies are initially 
recorded at the functional currency rate ruling at the date of the transaction.  However, monetary 
assets and liabilities denominated in foreign currencies are retranslated at the functional currency 
rate of exchange ruling at the balance sheet date.  All differences are taken to profit or loss during 
the period of retranslation. 

 
Leases 
The determination of whether an arrangement is, or contains a lease is based on the substance of 
the arrangement and requires an assessment 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. 

 
Parent Company as a Lessee 
Leases were the lessor does not transfer substantially all the risks and benefits of ownership of the 
assets are classified as operating leases.  Operating lease payments are recognized as an expense 
in the parent company statement of income on a straight basis over the lease term. 

 
Treasury Shares 
Treasury shares are recorded at cost and are presented as a deduction from equity.  When the 
shares are retired, the capital stock account is reduced by its par value.  The excess of cost over 
par value upon retirement is debited to the following accounts in the order given: (a) additional 
paid-in capital to the extent of the specific or average additional paid-in capital when the shares 
were issued, and (b) retained earnings. 

 
Contingencies 
Contingent liabilities are not recognized in the parent company financial statements.  They are 
disclosed unless the possibility of an outflow of resources embodying economic resources is 
remote.  Contingent assets are not recognized but are disclosed in the parent company financial 
statements when an inflow of economic benefits is probable. 

 
Events after the Balance Sheet Date 
Post year-end events that provide additional information about the Parent Company’s position at 
balance sheet date (adjusting events) are reflected in the parent company financial statements.  
Post year-end events that are not adjusting events are disclosed in the notes to the parent company 
financial statements when material.   
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3. Significant Accounting Judgments, Estimates and Assumptions 
 

The preparation of the financial statements in compliance with PFRS requires management to 
make estimates and assumptions that affect the amounts reported in the parent company financial 
statements and accompanying notes.  The estimates and assumptions used in the accompanying 
parent company financial statements are based upon management’s evaluation of relevant facts 
and circumstances as at the date of the parent company financial statements.  Actual results could 
differ from such estimates. 

 
Judgment 
In the process of applying the Parent Company’s accounting policies, management has made the 
following judgments, apart from those involving estimations which have the most significant 
effect on the amounts recognized in the parent company financial statements: 

 
Revenue recognition  
The Parent Company’s revenue recognition policies require use of estimates and assumptions that 
may affect the reported amounts of revenue and receivables. 

 
Distinction between investment properties and owner-occupied properties 
The Parent Company determines whether a property qualifies as investment property.  In making 
its judgment, the Parent Company considers whether the property generates cash flows largely 
independent of the other assets held by an entity.  Owner-occupied properties generate cash flows 
that are attributable not only to property but also to the other assets used in the ordinary course of 
business. 

 
Some properties comprise a portion that is held to earn rentals or for capital appreciation and 
another portion that is held for use in the production or supply of goods or services or for 
administrative purposes.  If these portions cannot be sold separately, the property is accounted for 
as an investment property only if an insignificant portion is held for use in the production or 
supply of goods or services or for administrative purposes.  Judgment is applied in determining 
whether ancillary services are so significant that a property does not qualify as investment 
property.  The Parent Company considers each property separately in making its judgment. 

 
Operating lease commitments - Parent Company as lessee 
The Parent Company has entered into contract of lease for the office space it occupies.  The 
Parent Company has determined that all significant risks and benefits of ownership on these 
properties will be retained by the lessor.  In determining significant risks and benefits of 
ownership, the Parent Company considered, among others, the significance of the lease term as 
compared with the EUL of the related asset. 
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Estimates and Assumptions 
The key assumptions concerning the future and other sources of estimation uncertainty at the 
balance sheet date that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year are discussed below. 

 
Allowance for impairment losses on receivables 
The Parent Company maintains an allowance for impairment losses at a level considered adequate 
to provide for potential uncollectible receivables.  The level of this allowance is evaluated by 
management on the basis of factors that affect the collectibility of the accounts.  These factors 
include, but are not limited to, the length of relationship with the customer, the customer’s 
payment behavior and known market factors.  The Parent Company reviews the age and status of 
receivables, and identifies accounts that are to be provided with allowances on a continuous basis.  
The Parent Company provides full allowance for receivables that it deems uncollectible. 

 
The amount and timing of recorded expenses for any period would differ if the Parent Company 
made different judgments or utilized different estimates.  An increase in the allowance for 
impairment losses on receivables would increase recorded operating expenses and decrease 
current assets.  There were no provisions for impairment losses on receivables recognized by the 
Parent Company in 2008 and 2007.  Receivables of the Parent Company amounted to  
P=8.28 million and P=14.66 million as of December 31, 2008 and 2007, respectively (see Note 5). 

 
EUL of property and equipment 
The Parent Company estimated the useful lives of its property and equipment based on the period 
over which the assets are expected to be available for use.  The EUL of property and equipment 
are reviewed at least annually and are updated if expectations differ from previous estimates due 
to physical wear and tear and technical or commercial obsolescence on the use of these property 
and equipment.  It is possible that future results of operations could be materially affected by 
changes in these estimates brought about by changes in factors mentioned above.  The net book 
value of property and equipment of the Parent Company amounted to P=3.50 million and P=5.03 
million as of December 31, 2008 and 2007, respectively (see Note 8). 
 
Deferred tax assets  
The Parent Company reviews the carrying amounts of deferred taxes at each balance sheet date 
and reduces deferred tax assets to the extent that it is no longer probable that sufficient taxable 
income will be available to allow all or part of the deferred tax assets to be utilized.  However, 
there is no assurance that the Parent Company will generate sufficient taxable income to allow all 
or part of deferred tax assets to be utilized. 
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Deferred income tax assets amounted to P=29.25 million and P=32.81 million as of  
December 31, 2008 and December 31, 2007, respectively (see Note 18).   
 
Estimating pension obligation and other retirement benefits 
The determination of the Parent Company’s pension liabilities is dependent on selection of certain 
assumptions used by actuaries in calculating such amounts.  Those assumptions are described in 
Note 13 and include among others, discount rates, expected rate of returns on plan assets and rates 
of salary increase.  While the Parent Company believes that the assumptions are reasonable and 
appropriate, significant differences in actual experience or significant changes in assumptions 
may materially affect retirement obligations.  The present value of the defined benefit obligation 
amounted to P=6.71 million and P=33.35 million as of December 31, 2008 and 2007, respectively 
(see Note 13). 

 
Fair value of financial instruments 
Where the fair values of financial assets and financial liabilities recorded in the parent company 
balance sheet cannot be derived from active markets, they are determined using internal valuation 
techniques using generally accepted market valuation models.  The inputs to these models are 
taken from observable markets where possible, but where this is not feasible, estimates are used in 
establishing fair values.  These estimates may include considerations of liquidity, volatility and 
correlation.  Certain financial assets and liabilities were initially recorded at its fair value by using 
the discounted cash flow methodology.  The fair values of the financial assets amounted to  
P=1,338.74 million and P=1,321.77 million as of December 31, 2008 and 2007, respectively.  The 
fair values of the financial liabilities amounted to P=361.85 million and P=564.92 million as of 
December 31, 2008 and 2007, respectively (see Note 19). 

 
 
4. Cash and Cash Equivalents 
 
 This account consists of: 
 

 2008 2007 
Cash on hand and in banks P=213,676,983 P=95,231,343 
Short-term investments 342,496,423 1,155,835,736 
 P=556,173,406 P=1,251,067,079 

 
Cash in banks earns interests at the respective bank deposit rates.  Short-term investments are 
made for varying periods of up to three (3) months depending on the immediate cash requirements 
of the Parent Company, and earn interests at the respective short-term investment rates. 



- 21 - 
 

*SGVMC11687*

 
5. Receivables 
 
 This account consists of: 
 

 2008 2007 
Management fee receivable (Note 13) P=7,109,015 P=4,264,881 
Accrued interest receivable 809,900 631,221 
Advances to officers and employees 295,615 9,710,668 
Other receivables 62,051 53,050 
 P=8,276,581 P=14,659,820 

 
 
6. Investments in Subsidiaries, Associates and Jointly Controlled Entities  
 
 The details of the Parent Company’s investments in subsidiaries, associates and jointly controlled 

entities follow: 
 

 2008 2007 
Acquisition cost:   
 Balance at beginning of year P=8,580,230,638 P=8,939,715,653 
 Additions 195,650,000 66,275,000  
 Disposals/reclassification – (45,026,572) 
 Reclassification 829,485,609 (380,733,443) 
 9,605,366,247 8,580,230,638 
Less allowance for probable losses 45,617,902 45,617,902 
Balance at end of year P=9,559,748,345 P=8,534,612,736 

 
The details of the Parent Company’s investments in subsidiaries, associates and jointly controlled 
entities accounted for under the cost method and the corresponding percentages of ownership 
follow: 

 
 Percentage of Ownership   
 2008 2007 2008 2007 
Subsidiaries:     
 DMCI 100.00 100.00 P=2,113,493,074 P=2,113,493,074 
 PDI 100.00 100.00 2,000,000,000 2,000,000,000 
 Semirara 56.46 56.46 1,366,452,389 1,366,452,389 
 SemCem* 100.00 100.00 1,999,400 1,999,400 
 DMCI Power 50.00 100.00 125,000,000 10,000,000 
 DMCI Masbate 100.00 100.00 1,275,000 625,000 
 DMCI Mining 50.00 100.00 100,000,000 20,000,000 
 AG&P 98.39 – 829,485,609 – 

 
  (Forward) 
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 Percentage of Ownership   
 2008 2007 2008 2007 
Associates:     
 Wire Rope 45.68 45.68 P=22,010,775 P=22,010,775 
Jointly-controlled entity:     
 DMCI- MPIC Water  
  Company  50.00 3,000,000,000 3,000,000,000 
At Cost     
 Rusina Mining  60.00 60.00 45,650,000 45,650,000 
   P=9,605,366,247 P=8,580,230,638 
*Organized on January 29, 1998 and has not yet started commercial operations. 

 
 Acquisition of Maynilad Water Services Inc. (Maynilad) 

In November 2006, DMCI HI, together with Metro Pacific Investment Corporation (MPIC) 
formed a 50:50 joint venture Parent Company called DMCI-MPIC Water Parent Company, Inc. 
(DMCI-MPIC). 

 
On December 5, 2006, through a public bidding, DMCI-MPIC won the right to acquire 
Metropolitan Waterworks Sewerage Systems (MWSS) 84% interest in Maynilad Water Services 
Inc. (MWSI).  MWSI holds an exclusive concession, granted by MWSS on behalf of the 
Philippine Government, to provide water and sewerage services in the west zone of Metro Manila. 
The transaction was completed on January 10, 2007 with the delivery by MWSS and DMCI-
MPIC of all closing requirements as required in the bid. 

 
In addition, DMCI-MPIC: (i) provided financial assistance to MWSI in the amount of P=1,510.00 
million (US$31.00 million); (ii) will contribute additional equity to Maynilad Water for funding 
its requirement for its capital expenditure, repayment to its existing creditors, and /or concession 
fees to MWSS which amounts to P=21,803.60 million (US$444.70 million) over a period of three 
years; and (iii) established a performance bond in an amount of P=588.3 million (US$12.00 
million) in respect of MWSI’s obligations under the concession. 

 
Power Supply Agreement  
On October 16, 2006, the DMCI-HI incorporated a new Parent Company, DMCI Power 
Corporation (DPC) (formerly DMCI Energy Resources Unlimited, Inc.) that will handle its power 
business in line with plans to increase the group’s exposure in this sector.  DPC will put up coal-
fired power plants and participate in the privatization of the power supply of off-grid islands and 
remote villages.  DPC is a new wholly owned subsidiary of DMCI-HI. 

 
The privatization of Small Power Utilities Group (SPUG) Areas was mandated by Department of 
Energy (DOE) Circular No. 2004-01-001 issued on January 26, 2004.  The circular called for the 
periodic assessment of the requirements and prospects of bringing power generation and 
associated power delivery systems to commercial viability on an area-by-area basis, including a 
program to encourage private sector participation in the SPUG areas.  In line with this, DMCI-HI 
participated in the bid of Masbate SPUG.  On January 15, 2007, the Bids and Awards Committee 
of National Power Corporation has awarded the Masbate’s SPUG rights to DMCI HI which will 
be transferred to DPC.   
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The financial information of the associates follows: 

 
 2008 2007 
 Wire Rope Wire Rope AG&P 
Total assets P=143,229,115 P=107,720,774 P=3,170,011,880 
Total liabilities 93,258,074 69,780,172 2,737,041,957 
Total net assets P=49,971,041 P=37,940,602 P=432,969,923 

 
 
7. Investment Properties 
 

The movements in this account follow: 
 

 2008 2007 
Balance at beginning of year P=79,653,580 P=56,506,717 
Acquisition – 23,146,863 
Balance at end of year P=79,653,580 P=79,653,580 

 
The Parent Company’s investment properties represent various land situated in Taguig City and 
Zambales.  The fair value of investment properties as of December 31, 2008 and 2007 amounted 
to P=82.84 million. 
 

 
8. Property and Equipment 
 

The movements in this account follow: 
 

 2008 

 

Office 
Furniture, 

Fixtures and 
Equipment 

Transportation 
Equipment Total 

Cost    
At January 1 P=14,873,908 P=9,873,828 P=24,747,736 
Additions 314,598 – 314,598 
Disposals (279,847) – (279,847) 
At December 31 14,908,659 9,873,828 24,782,487 
Accumulated Depreciation    
At January 1 14,538,624 5,180,980 19,719,604 
Depreciation (Note 15) 342,850 1,501,550 1,844,400 
Disposals (279,847) – (279,847) 
At December 31 14,601,627 6,682,530 21,284,157 
Net Book Value P=307,032 P=3,191,298 P=3,498,330 
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 2007 

 

Office Furniture 
Fixtures and 

Equipment 
Transportation 

Equipment Total 
Cost    
At January 1 P=14,807,479 P=9,189,900 P=23,997,379 
Additions 66,429 683,928 750,357 
At December 31 14,873,908 9,873,828 24,747,736 
Accumulated Depreciation    
At January 1 14,153,612 3,775,980 17,929,592 
Depreciation (Note 15) 385,012 1,405,000 1,790,012 
At December 31 14,538,624 5,180,980 19,719,604 
Net Book Value P=335,284 P=4,692,848 P=5,028,132 

 
Depreciation charged to operations amounted to P=1.84 million and P=1.79 million for 2008 and 
2007, respectively (see Note 15). 

 
 
9. Noncurrent Assets Held-for-Sale 
 

AG&P 
As of December 31, 2001, the Group’s accumulated equity in net losses of AG&P equalled the 
carrying amount of its investment.  The Group discontinued the recognition of its share of further 
losses in AG&P as it is not committed to provide financial support to the latter.   

 
On January 31, 2002, AG&P filed a petition for rehabilitation (after the approval of AG&P’s 
stockholders and BOD on January 29, 2002) with the RTC of Batangas City.  On February 21, 
2002, the RTC issued a stay order prohibiting AG&P from selling, encumbering, transferring or 
disposing any of its properties in any manner except in the ordinary course of business. 

 
On March 11, 2003, the RTC approved AG&P’s updated rehabilitation plan that included, among 
others, the settlement of the Group’s claims from AG&P. 

 
On March 31, 2003, Philippine National Bank (PNB), AG&P’s creditor, filed a Motion for 
Reconsideration with the court for the modification of the updated rehabilitation plan due to, 
among others, the non-viability of the proposed transfer of the 20 hectares at Batangas Fabrication 
Yard (BFY) to PNB via a dacion en pago payment scheme with option to repurchase and to lease 
it back for five (5) years with exclusivity provision.  In addition, PNB suggested to the court the 
following modifications to the updated rehabilitation plan: 

 
(a) AG&P should remit to PNB a part of the advance rentals AG&P received as payment in the 

lease transaction entered into between AG&P and Babcock Hitachi Philippines, Inc. in 
July 2001 totaling P=18.00 million with interest; 
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(b) AG&P should proportionately pay all creditors, depending on their respective credit exposure, 

whatever cash inflows it will receive from all the transactions it will enter into, except those 
that will come from sale or lease of properties covered by the Mortgage Trust Indenture 
(MTI) which should be paid to MTI banks, especially the P=70.0 million earmarked for its 
employees, from the time the petition was filed and up to the time the approved rehabilitation 
plan subsists; and 

 
(c) PNB will accede to the proposal of AG&P to restructure the latter’s loan on the condition that 

the loan obligation of AG&P with PNB shall consistently earn interest based on the prevailing 
rates in the market, otherwise, the approved “suspension of interest charges on all interest-
bearing obligations from February 2002 up to December 2002 pending review and approval 
of AG&P’s rehabilitation plan by the court” and “restructuring of outstanding PNB loans for 
a ten-year period with two (2) years grace period in the payment of principal, interest rate for 
the first five (5) years is proposed at 6% and 12% for the next 5 years” should be disapproved 
and deleted. 

 
On May 2, 2003, the Receiver filed a Manifestation and Compliance with the court on the 
Receiver’s meeting with the officers of PNB and representatives of AG&P on the issues raised by 
PNB in its Motion for Reconsideration.  The Receiver manifests, among others, that: 

 
(a) PNB agreed to withdraw its objections to the payment of the advance lease proceeds from 

Amstel-Phil Shipbreaking Corporation (Amstel, AG&P’s potential lessee) the amount of  
P=70.00 million to the labor union; 

 
(b) AG&P and PNB agreed to subject the issue of interest during the restructuring period to 

further discussions; and  
 

(c) PNB is withdrawing its objection since AG&P had withdrawn its proposal to transfer the 
BFY property by way of dacion en pago arrangement to the former. 

 
On January 30, 2006, AG&P submitted to the court a proposed Amended Rehabilitation Plan 
(Amended Plan).  The salient provisions of the Amended Plan include, among others, the 
following: 

 
a. Acceptance by the rank and file employees of the revised payment package in full settlement 

of separation benefits, labor cases, commutation of sick and vacation leaves and 
reimbursement of tax withheld. 

 
b. Conversion to equity of PNB’s loans and DMCI’s advances amounting to P=223.00 million 

and P=591.00 million, respectively.  The present authorized capital stock of AG&P of  
P=36.00 million will be increased to P=1,500.00 million before conversion of debt to equity. 

 
c. Partial settlement of DMCI loan through transfer of 20% equity shares in associate owned by 

AG&P in Bauan International Port, Inc. to DMCI. 
 

d. Restructuring of residual loans from PNB and advances from DMCI. 



- 26 - 
 

*SGVMC11687*

 
e. Settlement by DMCI of loans from a local commercial bank with the underlying collaterals to 

be assumed by DMCI via dacion en pago. 
 

f. Quasi-reorganization through application of additional paid-in capital of and revaluation 
increment in property against deficit. 

 
On May 21, 2008, advances of the Parent Company to AG&P amounting to P=957.82 million was 
converted to equity through the issuance of 957,821,328 common shares.  As a result of the 
conversion, the Parent Company became the ultimate parent of AG&P.  

 
In its meeting on April 24, 2008, the BOD approved additional investments in AG&P amounting 
to P=113.04 million, bringing the Parent Company’s shareholdings in AG&P to 98.39% of its 
outstanding capital stock.  

 
On May 21, 2008, AG&P’s application for amendment in the Articles of Incorporation was 
approved.  The amendment includes the increase of the authorized capital stock from  
P=36.00 million to P=3.50 billion, extension of AG&P’s term and reduction of its par value. 

 
On the same date, the SEC approved as well the application of AG&P to undergo a quasi-
reorganization to wipe out the deficit as of August 31, 2007 amounting to P=458.60 million against 
APIC amounting to P=117.90 million and the appraisal increment amounting to P=340.70 million, 
subject to certain conditions pursuant to the approval. 

 
The BOD in 2007 approved to offer AG&P shares for sale, but the proposed sale did not 
materialize in 2008. 

 
In the parent company financial statements as of December 31, 2008, the investment in AG&P as 
of December 31, 2007 is still presented as noncurrent asset-held-for sale.   

 
In January 2009, the Parent Company paid the existing obligations of AG&P with the creditor 
banks amounting to P=650.00 million. 

 
In February 17, 2009, AG&P filed a motion to the court for issuance of an order granting exit 
from rehabilitation on the financial and operating results, payment of rehabilitation liabilities, 
employment generation, and compliance with the requirements of the rehabilitation plan.   
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10. Accounts and Other Payables 
 

This account consists of: 
 

 2008 2007 
Liability for purchased land P=13,359,515 P=17,666,690 
Trade 6,453,039 859,240 
Value-added output tax 2,967,429 3,560,055 
Dividends payable 817,599 817,599 
Accrued expenses 134,067 693,211 
Others 10,723,415 10,287,090 
 P=34,455,064 P=33,883,885 

 
 
11. Equity 
 

The Parent Company’s capital stock consists of: 
 

 2008 2007 
 Shares Amount Shares Amount 
Preferred stock - P=1 par value 
cumulative and convertible     
Authorized 100,000,000 P=100,000,000 100,000,000 100,000,000 
Issued     
 Balance at beginning of year 4,480 4,480 5,480 P=5,480 
 Cancellation/retirement of shares (100) (100) (1,000) (1,000) 
 Balance at end of year 4,380 P=4,380 4,480 P=4,480 
Common stock - P=1 par value     
Authorized 5,900,000,000 P=5,900,000,000 5,900,000,000 P=5,900,000,000 
Issued     
 Balance at beginning of year 2,655,494,000 2,655,494,000 2,255,494,000 2,255,494,000 
 Issuance of shares – – 400,000,000 400,000,000 
 Balance at end of year 2,655,494,000 P=2,655,494,000 2,655,494,000 P=2,655,494,000 
Preferred shares held in treasury     
 Balance at beginning of year – P=– (1,000) (P=1,000) 
 Redemption of shares – –   
 Cancellation/retirement of shares – – 1,000 1,000 
 Balance at end of year – P=– – P=– 

 
The preferred stock is redeemable, convertible, non-voting, non-participating and cumulative with 
par value of P=1.00 per share.  The preferred shareholders’ right of converting the preferred shares 
to common shares expired in March 2002.   

 
The Parent Company retired 1,000 preferred shares in 2007.  The difference between the par 
value and the redemption price amounting to P=1.10 million in 2007 were charged against the 
additional paid-in capital account. 
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In 2008, the Parent Company retired 100 preferred shares.  The difference between the 
redemption price amounting P=0.23 million was charged against the additional paid-in capital 
account. 
 
The BOD, at various dates in 2007, approved the issuance of additional 400 million common 
shares out of the Company’s existing unissued authorized capital stock in favor of Dacon 
Corporation at prices ranging from P=6.70 per share to P=7.52 per share or a total price of P=2,763.46 
million.  As required by the Philippine Stocks Exchange (PSE) Listing Rules, the stockholders 
approved the issuance of new 400 million voting common shares in favor of Dacon.  Likewise, 
the waiver of the rights/public offering of the new 400 million voting common shares to be issued 
to Dacon was approved by the majority of the minority stockholders. 

 
Retained earnings  
There was no restriction on the retained earnings as of December 31, 2008 and 2007. 

 
Dividends declared 
On April 3, 2007, the Parent Company’s BOD approved and declared cash dividends of P=0.10 per 
share or P=265.53 million to stockholders of record as of April 30, 2007 and June 30, 2006, 
respectively.  The 2008 and 2007 cash dividends were paid on May 28, 2007 and July 20, 2006, 
respectively. 

 
On April 24, 2008, the BOD approved the declaration of cash dividends of P=0.10 per share to 
stockholders of record as of May 12, 2008, out of the unrestricted retained earnings as of 
December 31, 2007.  The 2008 cash dividend was paid on May 30, 2008. 

 
 
12. Related Party Transactions 
 

In the regular course of business, the Parent Company’s significant transactions with subsidiaries, 
associates, jointly controlled entities and other related parties consisted primarily of the 
following: 

 
(a) General and special management services rendered by the Parent Company to DMCI and PDI 

for a fee which aggregated to P=31.47 million, P=21.89 million and P=17.91 million in 2008, 
2007 and 2006, respectively; 

 
(b) Dividend income from Semirara recognized in the parent company statements of income 

amounted to P=626.83 million in 2008 and P=194.23 million in 2007, and dividend income of  
P=213.75 million in 2006 came from Semirara and Wire Rope; 

 
(c) Interest and noninterest-bearing cash and operating advances made by the Parent Company  

to and from various associates and other related parties; 
 

(d) In January 2009, the Parent Company paid the existing obligations of AG&P with the creditor 
banks amounting to P=650.00 million. 
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The parent company balance sheets include the following amounts resulting from transactions 
with subsidiaries, associates and other related parties: 

 
 2008 2007 
Management fee receivable (Note 6)   

DMCI P=6,325,015 P=3,879,881 
PDI 784,000 385,000 

 7,109,015 4,264,881 
Due from related parties    

DMCI-MPIC Water Co., Inc. P=601,227,944 P=19,870,311 
PDI 109,674,211 – 
Semirara Mining Corporation 38,970,109 – 
AG&P 24,353,492 – 
SemCem 2,983,278 2,983,278 
DMCI Mining Corporation – 33,185,829 
DMCI Power Corporation – 832,244 
Others 61,074 1,651,684 

 777,270,108 58,523,346 
Less allowance for impairment losses 2,983,278 2,983,278 
 P=774,286,830 P=55,540,068 
Due to related parties   

DMCI P=261,253,426 P=491,278,654 
Dacon 65,000,000 – 
DMCI International 76,946 76,946 
DMCI Mining Corporation 60,000 – 
Semirara Mining Corporation – 21,100,000 
DMCI PDI – 17,578,911 

 P=326,390,372 P=530,034,511 
 
The key management personnel of the Parent Company include all directors, executive and non-
executive, and senior management personnel.  The details of the compensation and benefits of key 
management personnel for 2008, 2007 and 2006 follows: 
 

 2008 2007 
Short-term employee benefits P=4,435,232 P=4,245,232 
Post-employment benefits 1,941,413 7,032,978 
Total P=6,376,645 P=11,278,210 
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13. Employee Benefits 
 

The Parent Company has an unfunded, noncontributory, defined benefit pension plan covering 
substantially all of its regular employees.  The latest actuarial valuation report of the retirement 
plan was made as of December 31, 2008. 

 
Total pension liabilities recognized in the parent company balance sheets amounted to P=6.72 
million and P=9.34 million as of December 31, 2008 and 2007, respectively. 

 
Pension liabilities for the retirement plan follow: 

 
 2008 2007 
Present value of defined benefit obligation P=6,709,632 P=33,354,452 
Fair value of plan assets 16,564,335 19,907,457 
Deficit (surplus) (9,854,703) 13,446,995 
Unrecognized actuarial gains (losses) 17,490,317 (2,764,562) 
Unrecognized past service cost - non vested benefits (918,364) (1,205,644) 
Unrecognized net transition assets – (140,372) 
Liability recognized in the parent company 

balance sheets P=6,717,249 P=9,336,417 
 

Movements in the fair value of plan assets follow: 
 

 2008 2007 
Balance at beginning of year P=19,907,457 P=1,213,557 
Expected return on plan assets 1,608,653 – 
Contributions 6,146,608 212,674 
Actuarial gains (losses) - net (11,098,383) – 
Transfer of assets – 18,481,226 
Balance at end of year P=16,564,335 P=19,907,457 

 
As of December 31, 2008 and 2007, the Parent Company’s plan assets consist primarily of the 
following: 

 
Cash and cash equivalents 12%
Investments in stocks 48%
Debt instruments 39%
Other assets  1%

 
 Movements in pension liability follow: 
 

 2008 2007 
Balance at beginning of year P=9,336,417 P=1,649,318 
Expense recognized 3,527,440 7,899,773 
Contributions (6,146,608) (212,674) 
Balance at end of year P=6,717,249 P=9,336,417 
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Changes in the present value of the defined benefit obligation follow: 

 
 2008 2007 
Balance at beginning of year P=33,354,452 P=4,274,686 
Current service cost 1,883,320 1,736,259 
Interest cost on benefit obligation 2,825,122 333,425 
Past service cost - non vested benefit – 1,295,071 
Past service cost - vested benefit – 5,375,817 
Actuarial losses (gains) (31,353,262) 1,857,968 
Transfer of obligation – 18,481,226 
Balance at the end of year P=6,709,632 P=33,354,452 

 
Components of retirement expense in the statements of income follow: 

 
 2008 2007 
Current service cost P=1,883,320 P=1,736,259 
Interest cost 2,825,122 333,425 
Expected return on plan assets (1,608,653) – 
Net actuarial loss recognized during the year – 26,618 
Past service cost -non vested benefit 287,279 287,279 
Past service cost - vested benefit – 5,375,818 
Net transition liability recognized in the plan year 140,372 140,374 
Expense recognized during plan year P=3,527,440 P=7,899,773 

 
The assumptions used to determine pension benefits of the Parent Company follow: 

 
 2008 2007 
Discount rate 9.63% 8.47% 
Salary rate increase 10.00% 15.00% 
Expected rate of return on plan assets 7.00% 7.00% 

 
The overall expected rate of return on plan assets is determined based on the market expectations 
prevailing on that date, applicable to the period over which the obligation is to be settled.  The 
actual return on plan assets amounted to P=9.49 million and P=0.71 million in 2008 and 2006, 
respectively.   

 
 Amounts for the current and previous two periods are as follows: 
 

 2008 2007 
Present value of defined benefit obligation P=6,709,632 P=33,354,452 
Fair value of plan assets 16,564,335 19,907,457 
Overfunded (unfunded) obligation (9,854,703) 13,446,995 
Experience adjustments on plan liabilities (25,984,094) (9,674) 
Experience adjustments on plan assets (11,098,383) – 

 
The Parent Company does not expect to contribute into the pension fund for the annual period 
ending December 31, 2009. 
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14. Investment Income 
 

On May 13, 2006, the Parent Company has fully sold 16.50 million Semirara shares resulting in 
P=356.05 million gain.  Out of the 161.88 million outstanding shares held by Parent Company in 
Semirara as of December 31, 2006, 5.15 million shares were sold on December 5, 2007.  The cost 
of Semirara shares sold amounted to P=45.03 million resulting in a gain of P=178.97 million. 

 
 
15. General and Administrative Expenses 
 

This account consists of: 
 

 2008 2007 
Salaries, wages and employee benefits  P=15,091,389 P=17,564,542 
Taxes and licenses 6,405,716 11,847,862 
Professional fees 4,191,359 486,122 
Entertainment, amusement and recreation 3,245,561 1,680,736 
Rent (Note 20) 2,025,671 2,025,671 
Depreciation (Note 8) 1,844,400 1,790,012 
Communication, light and water 992,518 878,920 
Repairs and maintenance 943,549 716,043 
Supplies 491,143 706,374 
Miscellaneous 3,858,045 8,365,434 
 P=39,089,351 P=46,061,716 

 
 
16. Finance Income 
 

Finance income is derived from the following sources: 
 

 2008 2007 
Short term placements P=37,412,607 P=43,287,573 
Bank savings account 631,503 4,392,292 
 P=38,044,110 P=47,679,865 

 
 
17. Finance Cost 
 
 The finance costs are incurred from the following: 
 

 2008 2007 
Investment in real estate P=380,011 P=62,514,219 
Long-term borrowings – 18,376,908 
Bank loans and short term borrowings 1,030 – 
 P=381,041 P=80,891,127 
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18. Income Tax 
 
 The provision for (benefit from) income tax shown in the parent company statements of income 

consists of: 
 

 2008 2007 
Final P=4,449,403 P=10,175,559 
Current 266,620 214,231 
Deferred 4,537,131 (31,435,002) 
 P=9,253,154 (P=21,045,212) 

 
As of December 31, 2007, the details of the NOLCO and unused tax credits from the excess of the 
MCIT over regular corporate income tax (RCIT), which are available for offset against future 
income tax payable and taxable income, respectively, over a period of three years from the year of 
inception, follow:  

 
NOLCO 

 
Inception Year Amount Used/ Expired Balance Expiry Year 
2006 P=10,363,738 P=– P=10,363,738 2009 
2007 79,503,820 – 79,503,820 2010 
2008 5,828,501 – 5,828,501 2011 
 P=95,696,059 P=– P=95,696,059  

 
MCIT 

 
Year Incurred Amount Expired Balance Expiry Date 
2005 P=246,605 P=246,605 P=– 2008 
2006 174,363 – 174,363 2009 
2007 214,231 – 214,231 2010 
2008 266,620 – 266,620 2011 
 P=901,819 P=246,605 P=655,214  

 
The reconciliation of the statutory income tax to the effective income tax follows: 

 
 2008 2007 
Statutory income tax rate 35.00% 35% 
Tax effects of:   
 Dividend income (33.10) (22.04) 
 Gain on sale of investment – (20.31) 

Interest income subjected to final tax at a lower 
rate (1.34) (1.84) 

Nondeductible expenses 0.16 2.17 
Effect of change in tax rate 0.68 0.20 

Effective income tax rate 1.40% (6.82%)
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The Company has deductible temporary differences that are available for offset against future 
taxable income for which deferred tax assets have not been recognized.  These deductible 
temporary differences with no deferred tax assets recognized in the parent company balance 
sheets as of  December 31, 2008 and 2007 follow: 

 
 2008 2007 
NOLCO P=10,363,738 P=10,363,738 
MCIT 174,363 420,968 
 P=10,538,101 P=10,784,706 

 
The components of the net deferred tax assets as of December 31, 2008 and 2007 follow: 

 
 2008 2007 
Deferred tax asset on:   

NOLCO P=25,599,696 P=27,826,336 
Accrued retirement costs 3,166,263 3,267,746 
MCIT 480,851 214,231 
Unrealized forex loss – 1,505,375 

 29,246,810 32,813,688 
Deferred tax liability on:   

Unamortized discount on investment in real 
estate (572,933) (801,425) 

Unrealized forex gain (1,198,745) – 
 (1,771,678) (801,425) 

Net deferred tax asset P=27,475,132 P=32,012,263 
 
Republic Act (RA) No. 9337 
RA No. 9337, that was enacted into law in 2005, amended various provisions in the existing 1997 
National Internal Revenue Code.  Among the reforms introduced by the said RA was the reduction 
of the income tax rate from 35% to 30% beginning January 1, 2009.  It further provides that 
nondeductible interest expense shall be reduced from 42% to 33% of interest income subject to 
final tax beginning January 1, 2009. 

 
 
19. Financial Instruments 
 

Financial Risk and Capital Management Objectives and Policies 
Capital management 
The primary objective of the Parent Company’s capital management is to ensure that it maintains 
a strong credit rating and healthy capital ratios in order to support its business and maximize 
shareholder value. 

 
The Parent Company manages its capital structure and makes adjustments to it, in light of changes 
in economic conditions.  To maintain or adjust the capital structure, the Parent Company may 
adjust the dividend payment to shareholders, return capital to shareholders or issue new shares.  
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 The following table shows the component of the Company’s capital as of December 31, 2008 and 

2007. 
 

 2008 2007 
Total paid-up capital P=7,421,414,451 P=7,421,640,006 
Retained earnings 3,224,571,126 2,836,543,264  
 P=10,645,985,577 P=10,258,183,270 

 
Financial risk 
The Parent Company’s principal financial liabilities comprise accounts and other payables, due to 
related parties and subscription payable in 2008 and 2007.  The main purpose of the Parent 
Company’s financial liabilities is to raise finance for the Parent Company’s operations.  The 
Company has various financial assets such as cash and cash equivalents, receivables and due from 
related parties, which arise directly from its operations.  The main risks arising from the use of 
financial instruments are foreign currency risk, credit risk, liquidity risk and interest rate risk. 

 
The BOD reviews and agrees with policies for managing each of these risks.  The Parent 
Company monitors market price risk arising from all financial instruments and regularly report 
financial management activities and the results of these activities to the BOD. 

 
The Parent Company’s risk management policies are summarized below.  The exposure to risk 
and how they arise, as well as the Parent Company’s objectives, policies and processes for 
managing the risk and the methods used to measure the risk did not change from prior years. 

 
Foreign currency risk 
The Parent Company’s foreign exchange risk results primarily from movements of the Philippine 
Peso against the United States Dollar (USD) for its cash and cash equivalents and investment in 
stocks.  Approximately 5.17% and 83.25% of cash and cash equivalents as of December 31, 2008 
and 2007, respectively, were denominated in USD. 

 
Information on the Parent Company’s foreign currency-denominated monetary assets and their 
Philippine Peso equivalents as of December 31, 2008 and 2007 follows: 

 
2008  

 USD 

Peso 
Equivalent 

@47.52 
Cash and cash equivalents $605,203 P=28,759,247 

 
2007  

 USD 

Peso 
Equivalent 

@41.28 
Cash and cash equivalents $21,899,409 P=904,007,604 
Investment in stocks 1,000,000 41,280,000 
 $22,899,409 $945,287,604 
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The following table demonstrates the sensitivity to a reasonably possible change in the US dollar 
exchange rate, with all other variables held constant, of the Parent Company’s income before 
income tax (due to changes in the fair value of monetary assets).  There is no impact on the Parent 
Company’s equity other than those already affecting the income. 

 
2008 

 

Increase 
(decrease) in 

foreign 
exchange rate 

Effect on income 
before income tax 

Cash and cash equivalents +5% P=1,437,962 
 -5% (1,437,962) 

 
2007 

 

Increase 
(decrease) in 

foreign 
exchange rate 

Effect on income 
before income tax 

Cash and cash equivalents +5% P=45,200,380 
 -5% (45,200,380) 
Investment in stocks +5% 2,064,000 
 -5% (2,064,000) 

 
The Parent Company recognized P=4.42 million foreign exchange gain for the year ended 
December 31, 2008 and P=8.62 million foreign exchange loss for the year ended December 31, 
2007, arising from the translation of the Parent Company’s cash and cash equivalents and 
investment in stocks. 

 
Credit risk 
The Parent Company’s exposure to credit risk arises from default of the counterparties which 
mostly are related parties.  Nevertheless, receivable balances are monitored on an ongoing basis 
with the result that the Parent Company’s exposure to bad debts is not significant. 

 
With respect to the credit risk arising from the other financial assets of the Parent Company, 
which comprise cash and cash equivalents, the Parent Company’s exposure to credit risk arises 
from default of the counterparty, with a maximum exposure equal to the carrying amount of these 
instruments.  The Parent Company transacts only with institutions or banks that have proven track 
record in financial soundness.  

 
The table below shows the gross maximum exposure to credit risk for the components of the 
parent company balance sheets.  

 
 2008 2007 
Cash and cash equivalents P=556,173,406 P=1,251,067,079 
Receivables 8,276,581 14,659,820 
Due from related parties 774,286,830 55,540,068 
Total credit risk exposure P=1,338,736,817 P=1,321,266,967 
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As of December 31, 2008 and 2007, the credit quality per class of financial assets is as follows: 

 
2008 
    Past due or  
 Neither past due nor impaired individually  
 Grade A Grade B Sub-standard impaired Total 
Cash and cash equivalents P=556,173,406 P=– P=– P=– P=556,173,406 
Receivables 8,276,581 – – – 8,276,581 
Due from related parties 774,286,830 – – 2,983,278 777,270,108 
Total P=1,338,736,817 P=– P=– P=2,983,278 P=1,341,720,095 

 
2007 
    Past due or  
 Neither past due nor impaired individually  
 Grade A Grade B Sub-standard impaired Total 
Cash and cash equivalents P=1,251,067,079 P=– P=– P=– P=1,251,067,079 
Receivables 14,659,820 – – – 14,659,820 
Due from related parties 52,556,790 – – 2,983,278 55,540,068 
Total P=1,318,283,689 P=– P=– P=2,983,278 P=1,321,266,967 

 
As of December 31, 2008 and 2007, the aging analysis of the Company’s receivables presented 
per class is as follows: 

 
2008 
 

Neither 
past Past due but not impaired Impaired  

 due nor  30- 60- 90-  financial  
 impaired <30 days 60 days 90 days 120 days >120 days assets Total 
 (In Thousands) 
Receivables 7        
 Management fee  
 receivable P=7,109,015 P=– P=– P=– P=– P=– P=– P=7,109,015 
 Accrued interest  
  receivable 809,900 – – – – – – 809,900 
 Advances to officers and 
  employees 295,615 – – – – – – 295,615 
 Other receivable 62,051 – – – – – – 62,051 
Due from related parties 774,286,830 – – – – – 2,983,278 777,270,108 
Total P=782,563,411 P=– P=– P=– P=– P=– P=2,983,278 P=785,546,689 

 
2007 
 

Neither 
Past Past due but not impaired Impaired  

 Due nor  30- 60 90-  Financial  
 Impaired <30 days 60 days -90 days 120 days >120 days Assets Total 
 (In Thousands) 
Receivables         
 Management fee  
  receivable P=4,264,881 P=– P=– P=– P=– P=– P=– P=4,264,881 
 Accrued interest  
  receivable 631,221       631,221 
 Advances to officers and 
  employees 9,710,668       9,710,668 
 Other receivable 53,050       53,050 
Due from related parties   55,540,068 – – – – – 2,983,278 58,523,346 
Total P=70,199,888 P=– P=– P=– P=– P=– P=2,983,278 P=73,183,166 
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Liquidity risk 
The Parent Company seeks to manage its liquidity profile to be able to service its maturing debts 
and to finance capital requirements.  The Parent Company maintains a level of cash and cash 
equivalents deemed sufficient to finance operations.  As part of its liquidity risk management, the 
Parent Company regularly evaluates its projected and actual cash flows.  It also continuously 
assesses conditions in the financial markets for opportunities to pursue fund-raising activities.  
Fund-raising activities may include bank loans and capital market issues both on-shore and 
off-shore. 

 
The table summarizes the maturity profile of the Parent Company’s financial liabilities at 
December 31, 2008 and 2007 based on contractual undiscounted payments:   

 
2008 
 
 < 1 year 1 to < 2 years 2 to < 3 years 3 to < 4 years > 5 years Total 
Accounts and other 

payables  P=21,095,550 P=3,817,004 P=3,817,004 P=3,817,004 P=1,908,502 P=34,455,064 
Payable to related parties 326,390,372 – – – – 326,390,372 
Subscription payable – 1,000,000 – – – 1,000,000 
 P=347,485,922 P=4,817,004 P=3,817,004 P=3,817,004 P=1,908,502 P=361,845,436 

 
2007 
 
 < 1 year 1 to < 2 years 2 to < 3 years 3 to < 4 years > 5 years Total 
Accounts and other 

payables  P=16,707,367 P=3,817,004 P=3,817,004 P=3,817,004 P=5,725,506 P=33,883,885 
Due to related parties 530,034,511 –  – – 530,034,511 
Subscriptions payable – – 1,000,000 – – 1,000,000 
 P=546,741,878 P=3,817,004 P=4,817,004 P=3,817,004 P=5,725,506 P=564,918,396 

 
Interest rate risk 
The Parent Company’s exposure to market risk for changes in interest rates relates primarily to 
the Parent Company’s long-term debt obligations.  The Parent Company’s policy is to manage its 
interest cost using a mix of fixed and variable rate debt. 

 
The Parent Company’s has fully paid its long-term debt during the year, thus it is no longer 
expose to market risk for changes in interest rates. 

 
 Financial Assets and Liabilities 

Financial assets and liabilities are recognized initially at cost which is the fair value of the 
consideration given (in the case of the asset) or received (in the case of liability).  Debt issuance 
costs are included in the initial measurement of all financial assets and liabilities except those that 
are designated as FVPL.  Subsequent to initial recognition, assets and liabilities are either valued 
at amortized cost using effective interest rate method or at fair value depending on their 
classification. 
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Set out below is a comparison by category of carrying amounts and estimated fair values of all of 
the Parent Company’s financial instruments: 

 
 2008  2007  
 Carrying Value Fair Value Carrying Value Fair Value 
Financial Assets     
 Cash and cash equivalents P=556,173,406 P=556,173,406 P=1,251,067,079 P=1,251,067,079 
 Receivables - net   – 4,246,881 
  Management fee receivable 7,109,015 7,109,015 4,246,881 631,221 
  Accrued interest receivable 809,900 809,900 631,221  
  Advances to officers and  
   employees 295,615 295,615 9,710,668 9,710,668 
  Other receivables  62,051 62,051 53,050 53,050 
 Due from related parties 774,286,830 774,286,830 55,540,068 55,540,068 
  P=1,338,736,817 P=1,338,736,817 P=1,321,248,967 P=1,321,248,967 
Financial Liabilities     

 Accounts and other payables     
  Liability for purchased  
  land P=13,359,515 P=13,359,515 P=17,666,690 P=17,666,690 
  Trade 6,453,039 6,453,039 859,240 859,240 
  Value-added output tax 2,967,429 2,967,429 3,560,055 3,560,055 
  Dividends payable 817,599 817,599 817,599 817,599 
  Accrued expenses 134,067 134,067 693,211 693,211 
  Others 10,723,415 10,723,415 10,287,090 10,287,090 
 Due to related parties 326,390,372 326,390,372 530,034,511 530,034,511 
 Subscriptions payable 1,000,000 1,000,000 1,000,000 1,000,000 
 P=361,845,436 P=361,845,436 P=564,918,396 P=564,918,396 

 
Fair Value of Financial Instruments  
The following methods and assumptions were used to estimate the fair value of each class of 
financial instrument for which it is practicable to estimate such value: 
 
The carrying amounts of cash and cash equivalents, receivables and accounts and other payables 
approximate their fair values due to the relative short-term nature of the transactions. 
 
The carrying amounts (cost less allowance for impairment losses) of AFS unquoted shares 
approximate their fair values due to the unpredictable nature of future cash flows and the lack of 
suitable methods of arriving at a reliable fair value. 
 
The carrying amounts of noncurrent assets and liabilities, which consist of due from related 
parties, due to related parties and subscriptions payable approximate their fair values due to the 
lack of suitable methods of arriving at a reliable fair value. 
 
Estimated fair value of long-term notes payable is based on the discounted value of future cash 
flows using the applicable rates for similar type of loans. 
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20. Commitments and Contingencies 
 
 Operating Lease Commitment 
 The Parent Company has entered into a lease agreement with Asia Industries, Inc., covering its 

office space for a period of five (5) years from May 31, 2005 and ending on May 30, 2010.  The 
lease is automatically renewable, unless termination is agreed upon by both parties.  The total 
rental fee charged against operations amounted to P=2.03 million for the years ended December 31, 
2008, 2007 and 2006, which are included under “General and administrative expenses” in the 
parent company statements of income (see Note 15). 

 
As of December 31, 2008 and 2007, future minimum lease payments under the aforementioned 
operating lease and the present value of the net minimum lease payments follow: 

 
 2008 2007 
Within one year P=2,913,358 P=2,913,358 
After one year but not more than five years 1,913,217 4,826,575 
Total future minimum lease payments P=4,826,575 P=7,739,933 

 
Contingency 
The Parent Company is contingently liable for lawsuits or claims filed by third parties which are 
either pending decision by the courts or are under negotiation, the outcomes of which are not 
presently determinable.  In the opinion of management and its legal counsel, the eventual liability 
under these lawsuits or claims, if any, will not have a material effect on the financial statements.   

 
The information usually required by PAS 37, is not disclosed on the grounds that it can be 
expected to prejudice the outcome of these lawsuits, claims and assessments.  No provisions were 
made during the year. 

 
 
21. Notes to Parent Company Statements of Cash Flows 
 
 Noncash investing and financing activities follow: 
 

 2008 2007 
Retirement of redeemed treasury shares P=– P=1,100,000 

 




