“ First Abacus Financial Holdings Corp.

NOTICE OF ANNUAL STOCKHOLDERS' MEETING

T  ALLSTOCKHOLDERS

NOTICE it hvereby given that there will be an annual meeting of the stockholders of FIRST
ABACUS FINANCIAL COPORATION (the “Corporstion™) on Thursday, 21 Septembeor
2017 a1 8:08 AM, at La Colina Funciion Reom, The Yalle Verde Country Club, Capt. Henry
P. Javier, Bo, Onnbo, Pasig City.

AGENDA

l.  Callio Order

2. Froofof Motice of Meeting

).  Cenification of Quomim

4,  Approval of the Minutes of the Provious Mecling of Stockbolders
3. President's Report and Presentation of 2016 Financeal Stabements
G, Ratification of all Acts of ihc Board of Dircctons anid Ofoen

7.  Eleciwon of Dincelars

£  Appointmeni of External Anditor

9, eher Malters

10, Adjourmement

In sccordance with the rubes of the Philippine S:ock Exchange, the close of business on
15 August 2017 has been fixed a3 the record dme for the determination of the stockholders
entitled 1o notice of and vore at sald meeting end any adjoumment thereol.

Registration for those whe are personally atsending the meeting will start ot 7-00 a.m. and end
prompily at 7:45 am. All seckholders who will mot, are unable, or do not expedt 1o altend The
meeting in person are encouraged 1o Rl ouz, date, sign, and send a proxy to the Corpombion al
Unbt 2901A East Tower, PSE Centre, Exchange Road, Pasig Clty, All proxies should be
recelved by ihe Corparation an or before |8 Scpiember 20017, Prosies submitied shall be
validated by & Commitiee of Inspectors on 19 September 20017 a1 10:00 o'elodk in the mofmang
e Linit 2001A East Tower, PSE Centre, Exchange Read, Pasig City. For corposabs
stockhalders, the provies should be sccompanied by n Secretary’s Cestification oa the
appointment of the corporation’s authorized signatory,

To avald inconvenlence in reglstering your allemdance al the mesting, you (or your praxy) are
requested to bring idemification paper(s) containing & phalograph snd signatare, &5, passport,
driver's license, or credit cand,

Clry of Paslg, Metro Maniln, 235 August J017.

AMBA Pﬂé:/mfc.a‘:l;lﬂm

Astistent Corpomie Secretary

UMIT 3001 EAST TOWIIR, PHTLIFMNE STOCK EXCHANGE CENTRE * EXCHANGIE ROAD * ORTIGAS CENTRR * PASIG CITY
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RATIONALE FOR AGENDA ITEMS

Agenda Item No.4.  Approval of the Minutes of the Previous Meeting of Stockholders held on
08 September 2016

Copies of the Minutes of the 08 September 2016 Annual Stockholders’ Meeting will be made
available during the 2016 Annual Stockholders’ Meeting. It is likewise currently posted on the
Corporation’s website (www. http://www.firstabacusfinancial.com.ph) and can be viewed at any time.
Stockholders will be asked to approve the Minutes of the 2016 Annual Stockholders’ Meeting.

Agenda Item No. 5. Approval of 2016 Operations and Results

A report on the highlights of the financial performance of the Corporation for the year ended 2016
will be presented to the stockholders. The same was reviewed by the Audit Committee and the Board
of Directors, and have been audited by the external auditors who declared an unqualified opinion on
the Audited Financial Statements (AFS). A summary of the 2016 AFS shall also be presented to the
stockholders. Stockholders, after identifying themselves, will be given an opportunity to raise
questions regarding the operations and report of the Corporation.

Agenda Item No. 6.  Ratification of all Acts of the Board of Directors and Management from
the date of the last Annual Stockholders’ Meeting to the date of this
meeting

All actions, proceedings and contracts entered into, as well as resolutions made and adopted by the
Board of Directors and of Management from the date of the Stockholders Meeting held on 08
September 2016 to the date of this meeting shall be presented for confirmation, approval, and
ratification. The items covered with respect to the ratification of the acts of the Board of Directors and
officers for the past year up to the date of the meeting are those items entered into in the ordinary
course of business.

Agenda Item No. 7. Election of Directors for 2017 to 2018

The current members of the Board of Directors, as reviewed, qualified and recommended by the
Nomination Committee, have been nominated for re-election. Their proven expertise and
qualifications, based on current regulatory standards and the Corporation’s own criteria, will help
sustain the Company’s solid performance that will result to its stockholders’ benefit. The profiles of
the Directors are available in the Company website as well as in this Information Statement. If
elected, they shall serve as such for one (1) year from 21 September 2017 or until their successors
shall have been duly elected and qualified.

Agenda Item No. 9. Appointment of External Auditors

The Audit Committee has pre-screened and recommended, and the Board has endorsed for
consideration of the stockholders, the re-appointment of Punongbayan & Araullo as the Corporation's
External Auditor for 2017-2018. Punongbayan & Araullo is one of the most reputable auditing firms
in the country and is duly accredited by the Securities and Exchange Commission. The stockholders
will also be requested to delegate to the Board the authority to approve the appropriate audit fee for
2017.



PROXY FORM

The undersigned stockholder of First Abacus Financial Holdings Corporation (the “Company”) hereby
appoints or in his absence, the Chairman of the meeting, as attorney and proxy,
with power of substitution, to represent and vote all shares registered in his/her/its name as proxy of the
undersigned stockholder, at the Annual Meeting of Stockholders of the Company on 21 September 2017
and at any of the adjournments thereof for the purpose of acting on the following matters:

1. Election of Directors.
_____1.1. Vote for all nominees listed below:
1.1.1.1.Paulino S. Soo
1.1.1.2.Jack T. Huang
1.1.1.3.Vicente Co Chien Jr.
1.1.1.4.Jimmy S. Soo
1.1.1.5.Maria Cristina B. Encarnacion
1.1.1.6.Ma. Theresa G. Santos (Independent Director)
1.1.1.7.Jimmy Chua Alabanza (Independent Director)

1.2. Withhold authority for all nominees listed above
1.3 Withhold authority to vote for the nominees listed below:

2. Approval of minutes of previous Annual Stockholders’ Meeting.
~_Yes  No ___ Abstain

3. Approval of 2016 Operations and Results
~__Yes __ No ___ Abstain

4. Ratification of all acts and resolutions of the Board of Directors and Management from date of last
Stockholders’ Meeting to 21 September 2017.
~_Yes  No _ Abstain

5. Election of Punongbayan & Araullo as external auditor.
~_Yes  No_ _ Abstain

6. At their discretion, the proxies named above are authorized to vote upon such other matters as may be
properly come before the meeting.

Yes  No _ Abstain

Printed Name of Stockholder

Signature of Stockholder /
Authorized Signatory

Date

THIS PROXY FORM SHOULD BE RECEIVED BY THE CORPORATE SECRETARY AT LEAST
TEN (10) DAYSBEFORE THE DATE SET FOR THE ANNUAL MEETING AS PROVIDED IN
THE BY-LAWS.
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GENERAL INFORMATION

Date, time and place of meeting of security holders:

A. Date and Day : 21 September 2017, Thursday
Time : 8:00 AM
Place : La Colina Function Room

The Valle Verde Country Club
Capt. Henry P. Javier, Bo. Oranbo
Pasig City

B. The approximate date on which this Information Statement will be sent or given to security
holders is on 30 August 2017 (Wednesday).

The complete mailing address of First Abacus Financial Holdings Corporation (referred to herein
alternatively as the “Registrant”, the “Company” or the “Corporation”) is Unit E-2901A East Tower,
PSE Center, Exchange Road, Ortigas Complex, Pasig City.

Dissenters’ Appraisal Right

The Corporation Code of the Philippines, specifically Sections 42 and 81 thereof, gives to a dissenting
stockholder who votes against certain corporate actions specified by law, the right to demand payment
of the fair market value of their shares, commonly referred to as Appraisal Right.

The following are the instances provided by law when dissenting stockholders can exercise their
Appraisal Right:

1. In case any amendment to the Articles of Incorporation has the effect of changing or
restricting the rights of any stockholder or class of shares, or of authorizing
preferences in any respect superior to those outstanding shares of any class, or of
extending or shortening the term of corporate existence;

2. In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all
or substantially all of the corporate property and assets as provided in the Corporation
Code;

3. In case the Company decides to invest its Funds in another corporation or business

outside of its primary purpose; and
4, In case of merger or consolidation.

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

If within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the withdrawing stockholder and the Company cannot agree on the fair value of the
shares, it shall be determined and appraised by three (3) disinterested persons, one of whom shall be
named by the stockholder, another by the Company, and the third by the two thus chosen. The
findings of the majority of the appraisers shall be final, and their award shall be paid by the Company



within thirty (3) days after such award is made, provided that no payment shall be made to any
dissenting stockholder unless the Company has unrestricted retained earnings in its books to cover
such payment, and that upon payment by the Company of the agreed or awarded price, the
stockholder shall forthwith transfer his shares to the Company.

There is no matter or item to be submitted to a vote or acted upon in the annual stockholders' meeting
of the Company which falls under the instances provided by law when dissenting stockholders can
exercise their Appraisal Right.

Interest of Certain Persons in or Opposition to Matters to be Acted Upon

None of the present directors and officers, nominees for election as director of the Company and any
associates thereof has any substantial interest, direct or indirect, in any matter to be acted upon, other
than their election as director for the year 2017-2018.

None of the directors of the Company has informed the Company in writing that he intends to oppose
any action to be taken by the Company at the meeting.

CONTROL AND COMPENSATION INFORMATION
A. Voting Securities and Principal Holders Thereof
Number of Shares Outstanding

The Company has 1,193,200,000 outstanding common shares as of 31 July 2017. A total of
1,141,530,200 common shares were issued to Filipino stockholders and 51,669,800 common
shares were issued to foreign stockholders.

Each common share shall be entitled to one vote with respect to all matters to be taken up during
the annual stockholders’ meeting.

Record Date

The record date fixed for determining the stockholders entitled to notice of and to vote during the
annual stockholders' meeting is on 25 August 2017.

Voting Rights

During the annual stockholders’ meeting, stockholders shall be entitled to elect seven (7)
directors. In accordance with Section 24 of the Corporation Code, each stockholder may vote
such number of shares for as many as seven (7) persons he or she may choose to be elected from
the list of nominees, or he or she may cumulate said shares and give one candidate as many votes
as the number of his or her shares multiplied by seven (7) shall equal, or he or she may distribute
his or her votes on the same principle among as many candidates as he or she shall see fit,
provided that the total number of votes cast shall not exceed the number of shares owned by him
or her multiplied by seven (7).

Security Ownership of Certain Beneficial Owners and Management
1. Security Ownership of Certain Beneficial Owners

As of 31 July 2017, the Company knows of no one who beneficially owns more than 5% of its
common stock except as set forth in the table below:



Securities and Principal Holders

NAME & ADDRESS OF NAME & ADDRESS OF NUMBER

o,
CLASS RECORD OWNER AND BENEFICIAL OWNER CITIZENSHIP OF %
RELATIONSHIP WITH ISSUER AND RELATIONSHIP SHARES HELD
WITH RECORD OWNER
PCD Nominee Corp.(Filipino)*
Common | 2™ Floor Makati Stock Exchange,
Ayala Avenue, Makati City; Filipino 845,281,000 70.84

stockholder

Paulino S. Soo

Chairman and President of Issuer
Common (same as record owner)
29" Floor East Tower, PSE Center,
Exchange Road, Pasig City;

*PCD Nominee Corporation (“PCDNC”) is a wholly-owned subsidiary of the Philippine Central Depository Inc. (“PCD”). The
beneficial owners of such shares registered under the name of PCDNC are PCD’s participants, who hold the shares in their behalf
or on behalf of their clients. No single PCD participant currently owns more than 5% of the Corporation’s shares forming part of the PCDNC
account except Abacus Securities Corporation., the beneficial owner of 604,085,000.00 common shares of the Corporation, equivalent to about
50.63% of the Corporation’s outstanding capital stock and Quality Investments & Securities, the beneficial owner of 94,358,000.00 common shares of
the Corporation equivalent to about 7.91% of the Corporation’s outstanding capital stock.

Filipino 133,000,000 11.15

2. Security Ownership of Directors and Executive Officers

The following table shows the shares beneficially owned by the directors and executive officers of the
Company as of 31 July 2017:

AMOUNT AND
NATURE OF o
TICTLL:‘S(S)F NAME AND ADDRESS OF BENEFICIAL OWNER BENEFICIAL CITIZENSHI C/I':z?SFS
OWNERSHIP|[record P
(r) or beneficial (b)]
Paulino S. Soo
Common 29" Floor East Tower, PSE Center, Exchange Road, Pasig City 133,000,000 /b Filipino 11.15
Jack T. Huang
Common 29" Floor East Tower, PSE Center, Exchange Road, Pasig City 500,000 /b Filipino 0.04
Jimmy S. Soo
5" Floor Sage House
Common | v A Rufino St., Legaspi Village, Makati City 10,010,000 /b Filipino 0.84
Vicente Co Chien, Jr.
Common 555 Muello de Binondo, Manila 6,130,000 1/b Filipino 0.51
Common Ms. Maria‘ Cristin‘a B. Epcamaci_on . o
2008 Madison Suites, Pioneer Highlands, Mandaluyong City 10,000 /b Filipino 0.00
Common Ma. Theresa G. Santos o o
29" Floor East Tower, PSE Center, Exchange Road, Pasig City 10,000 /b Filipino 0.00
Common Jimmy Chua Alabanza
29" Floor East Tower, PSE Center, Exchange Road, Pasig City 10,000 /b Filipino 0.00
A. Bayani K. Tan
Common Tan Venturanza Valdez Law Offices
27" Floor East Tower, PSE Center, Pasig City 100,000 /b Filipino 0.00
All directors and executive officers as group Filipino 12.55
Common 149,760,000 1/b

3. Voting Trust Holders of 5% or More

The Company is not aware of any party holding any voting trust or similar arrangement for 5% or
more of the Company’s voting securities.

4. Changes in Control

The Company is not aware of any arrangements that may result in a change of control of the
Company. There have been no changes in control since the beginning of the last fiscal year.




B.

Directors and Executive Officers

Director, Executive Officers, Promoters and Control Persons

The following are the incumbent directors and executive officers of the Company:

Name Age Office Period of Citizenship
Service
Paulino S. Soo 66 | Chairman /CEO | 1994 to present Filipino
Jack T. Huang 63 | President/ 1995 to present Filipino
Director
Vicente Co Chien, Jr. 62 | Treasurer/ 1995 to present Filipino
Director
Jimmy S. Soo 59 | Director 1995 to present Filipino
Ma. Theresa G. Santos 60 | Independent 2006 to present Filipino
Director
Independent 2008 to present Filipino
Jimmy Chua Alabanza 72 | Director
A. Bayani K. Tan 61 | Corporate Director 1995 to Filipino
Secretary present
Corp. Sec. 1994
to present
Anna  Francesca  C.| 31 | Assistant 2013 to present Filipino
Respicio Corporate
Secretary

Board of Directors

The present members of the Board of Directors (“BOD”) were elected during the annual stockholders’
meeting held on 08 September 2016. The term of the current members of the BOD shall be until the
next stockholders’ meeting on 21 September 2017.

Upon recommendation of the Company’s Nomination Committee as required by the Company’s
Manual of Corporate Governance, the following persons are nominated for election as directors for
the year 2017-2018, to hold office as such for one year or until their successors shall have been duly
elected and qualified. Their respective backgrounds indicating their business experiences over the past
five years are likewise provided below:

Mr. Paulino S. Soo

Mr. Soo holds a Master in Business Administration degree from the University of Pittsburgh Graduate
School of Business and Bachelor of Science degree in Industrial Management Engineering from the
De La Salle College. He is the President of Philippine Gaming Management Corporation, Berjaya
Pizza Phils. Inc., Perdana Land Philippines Inc., Perdana Hotel Philippines Inc., Cosway Philippines
Inc., and Bagan Resources PTE Inc.

Mr. Soo is a Director of Berjaya Auto Philippines Inc, Friendster Philippines Inc., Uniwiz Trade Sales
Inc., and MOL Accessportal Inc. He is the Treasurer of Kailash PMN Management Corporation.

He is Chairman of Abacus Securities Corporation and Abacus Capital & Investment Corporation
(1994-present), and Vista Holdings Corporation (1994 - present)



Mr. Jack T. Huang

Mr. Huang is the incumbent President of the Company. He holds a Bachelor of Arts degree in
Economics from the Ateneo de Manila University. He is concurrently a director of Abacus Capital &
Investment Corporation (1995-present) and Abacus Securities Corporation (1995-present). He is the
President of Cebu Business Continuos Forms.(1994-present).

Mr. Vicente Co Chien, Jr.

Mr. Co Chien is the Treasurer of the Corporation. He holds a Bachelor’s degree in Business
Economics from Hongkong Shue Yan University. He is the President of South Sea Realty and
Development Corporation and Providence HealthCare Consultants (1999-present). He is concurrently
director of Abacus Capital and Investment Corporation (1995-present), Abacus Securities Corporation
(1995-present), Vista Holdings Corporation (1995-present). He is director of JWC Manpower
Resources, Inc., Globalbridge Resources Corporation and Oro Peak Inc.

Mr. Jimmy S. Soo

Mr. Soo is a Director of the Company. He obtained his Bachelor of Laws degree from the University
of the Philippines and was admitted to the Philippine Bar in 1985. He is the Managing Partner of Soo
Gutierrez Leogardo and Lee Law Offices (1992-present). He is currently the Corporate Secretary and
a Director of Abacus Capital & Investment Corporation (1995-present) and Vista Holdings
Corporation. He is also a Director of Berjaya Pizza Philippines, Inc. He is also an Executive Officer,
and/or Director and/or Corporate Secretary of various companies.

Ms. Maria Cristina B. Encarnacion

Ms. Maria Cristina B. Encarnacion, 60, Filipino, has been nominated for election as a director of the
Corporation in the 2017 Annual Stockholders' Meeting. She has been Chairman and President of
Where At Freezines, Inc. since 2010. She is an Editor and/or Writer, and Contributor of several
lifestyle books. She is Editor of WhereAt Cebu, and a Contributor to Metro Society and lifestyle
publications. She has been a Director of Asiaphil Manufacturing industries, Inc. since 1980, and was
Chairman from 1993 to 2008. She was Governor of the Society of Philippine Electrical Contractors &
Suppliers, Inc. (SPECS) from 1990-2002, and was Executive Vice President of SPECS in 2002. She
was Secretary General of the ASEAN Federation of Electrical Engineering Contractors from 2004 to
2007. Ms. Encarnacion recevied her Bachelor of Science (Statistics) degree from the University of
the Philippines, Diliman (1978).

Independent Directors

Pursuant to the requirements of Section 38 of the SRC, the Company’s Board of Directors and
stockholders approved the amendment of the Company’s By-Laws adopting the requirement on the
nomination and election of independent directors. In line with this, Ms. Ma. Therese G. Santos and
Mr. Jimmy Chua Alabanza were elected as the Company’s independent directors. The Company’s
By-Laws were amended last 2005 January 14 to provide for the procedures for the nomination and
election of independent directors.

In compliance with the requirements of the Code of Corporate Governance and the Securities and
Exchange Commission’s Guidelines on the Nomination and Election of Independent Directors (SEC
Memorandum Circular No. 16, Series of 2002), the Nomination Committee (composed of Messrs.
Paulino S. Soo [Chairman], Jimmy S. Soo, and Jack T. Huang) endorsed the respective nominations
given in favor of Ms. Ma. Therese G. Santos (by Mr. Vicente Co Chien, Jr.) and Mr. Jimmy Chua
Alabanza (by Atty. A. Bayani K. Tan. None of the nominees for independent directors are related to
any member of the Board of Directors of the Company.



Ms. Ma Therese G. Santos

Ms. Ma. Therese G. Santos is an incumbent independent director of the Company. She is also the
Chairman of the Audit Committee and an Independent Director of Crown Asia Chemicals
Corporation (2015-present). She is also currently the Independent Director of Insular Life Home
Credit Corporation. Ms. Santos is also a director and shareholder of Gravitas Prime Inc. since 2007.
She is also the treasurer and a trustee of UP, High, Preparatory, Elementary, and Integrated School
Alumni Foundation since 2005. Ms. Santos has been an independent Management Consultant by
profession since 1997. She was the former Vice President for Treasury and Administration of Music
Corporation (1995-1996). Ms. Santos was the Director of Finance for United Development
Corporation (1991-1993). Ms. Santos received a Bachelor of Science Degree in Chemical
Engineering from the University of the Philippines, an MBA from the same school where she
graduated in the top 10 of her class and was on the dean’s list.

Mr. Jimmy Chua Alabanza

Mr. Jimmy Chua Alabanza, is an incumbent independent director of the Corporation. He is currently
the Chairman of Insular Construction and Supply Co. (1967-present) and a Consultant of Seaboard
Insurance Company (1990-present). He received a Bachelor of Science Degree in Management from
the Ateneo de Manila University in 1967.

Principal Officers
Atty. A. Bayani K. Tan

Atty. A. Bayani K. Tan, 61, Filipino, is the Corporate Secretary of the Corporation (since May 1994,
Publicly Listed). He is also a Director, Corporate Secretary or both of the following reporting and/or
listed companies: Belle Corporation (since May 1994, Publicly Listed), Coal Asia Holdings, Inc.
(since July 2012, Publicly-Listed), Discovery World Corporation (since March 2013 as Director, since
July 2003 as Corporate Secretary, Publicly-Listed), I-Remit, Inc. (since May 2007, Publicly-Listed),
Pacific Online Systems Corporation (since May 2007, Publicly-Listed), Philequity Dividend Yield
Fund, Inc. (since January 2013), Philequity Dollar Income Fund, Inc. (since March 1999), Philequity
Fund, Inc. (since June 1997), Philequity Peso Bond Fund, Inc. (since June 2000), Philequity PSE
Index Fund, Inc. (since February 1999), Premium Leisure Corporation (since December 1993,
Publicly-Listed), TKC Metals Corporation (since February 2007, Publicly-Listed), Tagaytay
Highlands International Golf Club, Inc. (since November 1993), Tagaytay Midlands Golf Club, Inc.
(since June 1997), The Country Club at Tagaytay Highlands, Inc. (since August 1995), The Spa and
Lodge at Tagaytay Highlands, Inc. (since December 1999) and Vantage Equities, Inc. (since January
1993, Publicly-Listed). Mr. Tan is also a Director and the Corporate Secretary of Sterling Bank of
Asia Inc. (since December 2006). He is the Managing Partner of the law offices of Tan Venturanza
Valdez (since it was established in 1988), Managing Director/President of Shamrock Development
Corporation (since May 1988), Director of Destiny LendFund, Inc. (since December 2005), Pascual
Laboratories, Inc. (since March 2014), and Pure Energy Holdings Corporation (since October 2016),
President of Catarman Chamber Elementary School Foundation, Inc. (since August 2012), Managing
Trustee of SCTan Foundation, Inc. (since 1986), Trustee and Treasurer of Rebisco Foundation, Inc.
(since April 2013) and Trustee and Corporate Secretary of St. Scholastica's Hospital, Inc. (since
February 2011).

Atty. Tan holds a Master of Laws degree from New York University (Class of 1988) and earned his
Bachelor of Laws degree from the University of the Philippines (Class of 1980) where he was a
member of the Order of the Purple Feather (U.P. College of Law Honor Society) and ranked ninth in
his class. Mr. Tan passed the bar examinations in 1981 where he placed sixth. He has a Bachelor of
Arts major in Political Science degree from the San Beda College (Class of 1976) from where he
graduated Class Valedictorian and was awarded the medal for Academic Excellence.



Atty. Anna Francesca C. Respicio

Atty. Respicio is the incumbent Assistant Corporate Secretary of First Abacus Financial Holdings
Corporation. She is concurrently the Corporate Secretary of I-Remit, Inc., Discovery World
Corporation Luckyfortune Business Ventures, Inc., and Raemulan Lands, Inc. She is also the
Assistant Corporate Secretary of the following listed and registered companies: A Brown Company,
Inc., Sterling Bank of Asia, Inc. (A Savings Bank), Tagaytay Highlands International Golf Club, Inc.,
and The Spa and Lodge at Tagaytay Highlands, Inc.,

Atty. Respicio is a Senior Associate at Tan Venturanza Valdez. She finished her Bachelor of Arts-
Major in Philosophy in 2007 and earned her Juris Doctor degree in 2011 at Ateneo de Manila
University.

Significant Employees
The Company has no significant employees.
Family Relationships

Paulino S. Soo and Jimmy S. Soo are brothers. No other family relationships are known to the
registrant aside from Mr. Paulino Soo and Jimmy Soo.

Involvement in Certain Legal Proceedings

As a result of the delay in the delivery of the facilities of the Universal Leisure Club, Inc., some of its
members initiated a Complaint for Estafa (I.S. No. 08K-19713) against ULC, the Universal Rightfield
Property Holdings, Inc. and the Universal Leisure Corp., as well as their respective officers and
directors, including their former Corporate Secretary, Atty. A. Bayani K. Tan, the current Corporate
Secretary of the Corporation. The Complaint was submitted for resolution in 2009 and was acted upon
and dismissed by the City Prosecutor of Manila (OCP) only on March 18, 2013. Complainants
belatedly filed motion for reconsideration for which reason, among others, the OCP denied motion on
June 16, 2014. A Petition for Review dated March 31, 2014 was filed by the Complainant before the
Department of Justice (DOJ). On August 7, 2014, Atty. Tan filed his Comment to the said Petition.
In a Resolution dated April 17, 2015, the Petition for Review was denied and the DOJ dismissed the
complaint for Estafa.

Except as provided above, the Corporation is not aware of any of the following events wherein any of
its directors, nominees for election as director, executive officers, underwriter or control person were
involved during the past five (5) years:

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

(b) any order, judgment, or decree, not subsequently reversed, suspended or vacated, of any
court of competent jurisdiction, domestic or foreign, permanently or temporarily
enjoining, barring, suspending or otherwise limiting the involvement of any of the above
persons in any type of business, securities, commodities or banking activities; and,

(¢) any finding by a domestic or foreign court of competent jurisdiction (in civil action), the
SEC or comparable foreign body, or a domestic of foreign exchange or electronic
marketplace or self regulatory organization, that any of the above persons has violated a
securities or commodities law, and the judgment has not been reversed, suspended or
vacated.
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The Company and its major subsidiaries and associates are not involved in, nor are any of their
properties subject to, any material legal proceedings that could potentially affect their operations and
financial capabilities.

Certain Relationships and Related Transactions
Related party transactions are transfers of resources, services or obligations between the Company

and its related parties, regardless whether a price is charged.

The significant transactions of the Company in the normal course of business with related parties are
described below:

The summary of the Company’s significant transactions with its related parties are as follows:
a. Granting ( collection ) and obtaining ( payment ) of Advances

The Company grants to and obtains advances from its related parties for its daily and transaction
requirements. These advances have a maturity of 30 — 60 days after the reporting dates and earn
interest at ranging from 3.45% to 3.85% or based on prevailing interest rate charged by our banks.

The Group grants unsecured interest bearing loans to employees with interest bearing ranging from
12% - 12.50% in 2016, 2015 and 2014. Receivables from employees are presented as part of
Accounts Receivables account under Receivables in the consolidated statements of financial position

b. Management Fees

The Company earns management fees from Philippine Gaming Management Corporation (PGMC, an
entity under common key management personnel) by virtue of the Management Service Agreement
between the Group and PGMC. A key management personnel of the Company is a director of PGMC.

Management fees amounted to £40,000,000 for 2016, 2015, and 2014 are presented as Management

Fees in the consolidated statements of profit and loss. Management fees receivables are unsecured,
non-interest bearing and payable in cash upon demand.

Please refer to Notes 2.16 and 11 of the Consolidated Financial Statements for the detailed discussion
on the Certain Relationships and Related Transactions.

Aside from the above, there are no other material related party transactions that will significantly
affect the financial statements of the Company and its subsidiaries.

There are no transactions with any promoter nor are there any assets to be acquired from a promoter.
Company has no parent.

Disagreement with Director
None of the Company’s directors has resigned or declined to stand for re-election to the board of

directors since the last annual stockholders’ meeting of the security holders because of a disagreement
with the Company or any matter relating to the Company’s operations, policies or practices.
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Compensation of Executive Officers and Directors

The following is a summary of the aggregate compensation paid or accrued during the last two (2)
fiscal years, i.e. 2016 and 2015, as well as compensation to be paid in the ensuing fiscal year 2017, to
the company’s Chief Executive Officer and four (4) most highly compensated executive officers who
are individually named, and to all other officers and directors of the Company as a group:

Name and Principal Function Fiscal Year* Salary Bonus Other Anm.lal
Compensation

Paulino S. Soo 2015

Chairman and CEO 2016
2017

Jack T. Huang 2015

President 2016
2017

Schubert Caesar C. Austero 2015

VicePresident-HRD-CSG 2016
2017

Sheila Marie Aguilar 2015

Vice President- Operations 2016
2017

Melanio C. Dela Cruz 2015

Vice President- Finance 2016
2017

Total for the Group 2015 7,465,963 | 1,796,760 -0-
2016 7,589,913 | 1,921,785 -0-
2017 7,746,074 | 2,630,560 -0-

All Officers as a Group Unnamed 2015 8,626,817 | 2,148,338 -0-
2016 8,690,709 | 2,330,199 -0-
2017 8,995,678 | 3,125,268 -0-

*  The figures indicated for Fiscal Year 2017 are mere estimates.

Except as provided above, there are no standard arrangements, employment contracts or any other
arrangements by which the directors and officers of the Company receive compensation. In addition,
there are no compensatory plans or arrangement with respect to named executive officers that resulted
in or will result from the resignation, retirement or termination of such executive director or from a
change-in-control in the Company.

The directors do not receive any compensation or per diem for each Board meeting. The Company
only distributes directors’ fee amounting to £100,000.00 annually for each director.

There is no outstanding price or stock warrants or options held by the Company’s officers and
directors.

Independent Public Accountants

The auditing firm of Punongbayan & Araullo (‘Punongbayan’) will be nominated and recommended
to stockholders for reappointment as external auditor for the year 2017-2018. Representatives of the
said firm are expected to be present at the upcoming Annual Stockholders' Meeting to respond to
appropriate questions and to make a statement if they so desire.

Over the past five (5) years, there was no event where Punongbayan and the Company had any

disagreement with regard to any matter relating to accounting principles or practices, disclosure of
financial statements or auditing scope or procedure.
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In compliance with Rule 68 (3)(b)(iv) of the Securities Regulation Code, the assignment of
engagement partner for the Company shall not exceed five (5) consecutive years. Mr. Romualdo V.
Murcia, the engagement partner of the Company and our subsidiaries has commenced in the calendar
year 2013. For the ensuing year 2017, Punongbayan and Araullo will be re-nominated as the
Company’s external auditor with Mr. Romualdo V. Murcia will be the engagement partner.

Changes in and Disagreements with Accountants on Accounting or Financial Disclosure

No independent accountants have resigned, were dismissed or otherwise ceased performing services
during the two most recent fiscal years or any subsequent interim period.

There have been no changes in or disagreements with accountants on accounting and financial
disclosure.

The audit and audit-related fees paid by the Company in the last two (2) years are as follows:

2016 2015

A. Audit and Audit-related Fees

1. Audit of the registrant’s annual financial statements or services
that are normally provided by the external auditor in connection
with the statutory and regulatory filings or engagements. £2,150,000 £2,150,000
2. Other assurance and related services by the external auditor that
are reasonably related to the performance of the audit or review of

the registrant’s financial statements -0- -0-
B. Tax fees -0- -0-
C. All other fees -0- -0-

The Company’s Board of Directors reviews and approves the engagement of services of the Company
external auditors, who are appointed upon the recommendation of the Audit Committee composed of
Ms. Ma. Therese G. Santos as Chairman and Messrs. Vicente Co Chien, Jr, Jack T. Huang, Atty.
Jimmy S. Soo and Paulino S. Soo as members. Engagement Agreements are executed for every type
of engagement, which provides for the scope of the work, timetable, fees, engagement team, etc. for
each project.
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OTHER MATTERS
Action with Respect to Reports
The following are to be proposed for approval during the Annual Stockholders’ Meeting:

Approval of the Minutes of the Previous Meeting of Stockholders
President's Report and Presentation of Financial Statements
Ratification of all Acts of the Board of Directors and Officers
Appoint an External Auditor

Election of Directors

Other Matters

ANl S e

The items covered with respect to the ratification of the acts of the Board of Directors and officers for
the past year up to the date of the meeting are those items entered into in the ordinary course of
business, with those of significance having been covered by appropriate disclosures such as:

Election of Board Committee Members

Appointment of Principal Officers at the Organizational Board Meeting;
Amendment of Authorized Bank Signatories and

Approval of Financial Reports;

el

Management reports which summarize the acts of management for the year 2016 are included in the
Company’s Annual Report to be sent to the stockholders together with this Information Statement and
shall be submitted for approval by the stockholders at the meeting. Approval of the Management
Report will constitute approval and ratification of the acts of Management and of the Board of
Directors for the past year.

Matters Not Required to be Submitted

No action is to be taken with respect to any matter which is not required to be submitted to a vote of
the stockholders.

Amendment of Charter, By-Laws or Other Documents

There are no matters to be voted upon by the stockholders of the Company pertaining to any
amendment of the Company Charter, By-laws and other documents.

Other Proposed Action

The items covered with respect to the ratification of the acts of the Board of Directors and officers for
the past year up to the date of the meeting are those items entered into in the ordinary course of
business.

Voting Procedures

a. Actions to be taken at the Annual Stockholders’ Meeting shall require the vote of the
stockholders representing at least a majority of the Company’s outstanding capital stock.

b. Three inspectors shall be appointed by the Board of Directors before or at each meeting
of the stockholders, at which an election of directors shall take place; if no such
appointment shall have been made or if the inspectors appointed by the Board of
Directors refused to act or fail to attend then the appointment shall be made by the
presiding officer of the meeting. For purposes of the Annual Stockholders’ Meeting in
September 2017, the Corporate Secretary and/or his representative together with the
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Audit Partner of the External Auditor and/or his representative, have been designated as
inspectors who have been tasked to oversee the counting of votes.

c. Stockholders may vote at all meetings either in person or by proxy duly given in writing
in favor of any person of their confidence and each stockholder shall be entitled to one
vote for each share of stock standing in his name in the books of the corporation;
provided, however, that in the election of Directors, each stockholder shall be entitled to
cumulate his votes in the manner provided for by law.

d. The By-Laws of the Company is silent as to the method by which votes are to be counted.
In practice, however, the same is done by the raising of hands or viva voce.

e. With respect to the election of seven (7) directors, each stockholder may vote such
number of shares for as many as seven (7) persons he may choose to be elected from the
list of nominees, or he may cumulate said shares and give one candidate as many votes as
the number of his shares multiplied by seven (7) shall equal, or he may distribute them on
the same principle among as many candidates as he shall see fit, provided that the total
number of votes cast by him shall not exceed the number of shares owned by him
multiplied by seven (7).

f.  Upon confirmation by the inspectors that there is a mathematical impossibility for certain
nominees to be elected into office based on proxies held and votes present/represented in

the meeting, the actual casting and counting of votes for the election of Directors may be
dispensed with.

Omitted Items

Items 9, 10, 11, 12, 13, and 14 are not responded to in this report, the Company having no intention to
take any action with respect to the information required therein.
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FIRST ABACUS FINANCIAL HOLDINGS CORPORATION
ANNUAL REPORT

General Nature and Scope of Business

First Abacus Financial Holdings (FAFHC) traces its roots from the Seven Seas Oil Exploration and
Resources, Inc. (SSOERI). Seven Seas was incorporated on February 15, 1994 and became a publicly
listed company on November 21, 1994. It was primary engaged in the business of oil exploration and
development. Presently, FAFHC is engaged in, through its wholly subsidiaries, stockbroking activities,
investment banking, real estate business and other financial services.

Realizing that the local capital and equities markets have a pivotal role in the long-term development of the
national economy, the board of directors decided to change SSOERIS’s primary purpose from being an oil
exploration company into a financial holding company. Thus, on October 26, 1996, the SSOERI’s
stockholders approved the recommendations of the board to transform the firm. Consequently, on January
25, 1996, the Securities and Exchange Commission (SEC) approved the Company’s change of name from
Seven Seas Oil Exploration and Resources, Inc. to First Abacus Financial Holdings Corporation. The SEC
likewise approved on January 25, 1996 the change on par value of FAFHC’s capital stock from Php0.01 to
Php 1.00 a share to remove the issue’s speculative characteristic and reflect the stock’s shift into a full-
fledged commercial/industrial issue.

The Company’s first strategic corporate re-alignment move was to acquire the Abacus Capital &
Investment Corporation (ACIC)- an operating investment house- via a cash and stock swap. ACIC
effectively became a wholly owned subsidiary. ACIC, in turn, owned 100% of Abacus Securities
Corporation (ASC), one of the leading members of the Philippine Stock Exchange, and Vista Holdings
Corporation (VHC), a real estate holding company.

The Company, through ASC, also acquired 25% of Prosperity Properties and Management Corporation
(PPMC), used to own a 16-storey building at the Ayala Business Park in Cebu City. In 1996, the Company
acquired from its subsidiaries — ACIC and ASC- interests in VHC and PPMC. This resulted in a direct
investment in these companies. In 1999, upon approval by the Securities and Exchange Commission of the
increase in authorized capital stock of ASC from Php50 million divided into 500,000 shares with a par
value of Php100 per share to Php400 million divided into 4 million shares with Php100 par value per
share, the Company subscribed to 3.5 million shares representing 87.525% ownership interest. The
remaining 12.475% remained with ACIC. Accordingly, the Company’s ownership over ASC was changed
from 100% indirect to 87.525% direct and 12.475% indirect.

On December 18, 2002, the Board of Directors approved the conversion of advances to Abacus Capital &
Investment Corporation (ACIC) as deposit for future stock subscription amounting to Php100,000,000.00.
In 2008, the Company applied P90,000,000.00 of its deposit for future stock subscription to paid in capital
as payment for the remaining subscriptions for the same amount.

Subsidiaries

Abacus Capital and Investment Corp(ACIC). ACIC was incorporated on January 6, 1995. ACIC is
engaged in investment banking activities, management services, and treasury and other financial services.

Abacus Securities Corporation(ASC). ASC was incorporated on December 27, 1991. A member of the
Philippine Stock Exchange, ASC is engaged in stock brokering services. It engages in buying and selling
stocks in Philippine stock market for the accounts of the clients as a broker and for its own account as a
dealer.

Vista Holdings Corporation(VHC). VHC was incorporated on January 21, 1993. Presently, Vista Holdings
Corporation is engaged in buying and leasing out condo units primarily to its affiliated companies.
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FAFHC’s Vision

FAFHC’s vision is to provide best value integrated financial services to its clients. In the process, Filipinos
from all walks of life are enabled to become a part of the capital and equities market. Toward this end,
progress and prosperity have stronger prospects of being shared by all.

Abacus Capital and Investment Corporation (ACIC)

ACIC is financially secure, with capital resources of over 400 million; complemented by a core of
investment managers providing highly ethical, professional, and client-oriented investment management
services.

ACIC provides the following financial services:
a) Corporate Finance

Equity Underwriting Transactions

e Initial Public Offerings

e  Stock Rights Offerings

e  New Tranche Offerings

e  Private Placements of Listed Companies

Financial Advisory

e  Share or corporate acquisitions, Buy-Ins/Mergers/Divestments
e  Financial review and Restructuring

e  Project Development

Debt Underwriting and Loan Arrangements
e  Short, Medium, or Long Term Loan Arrangements
e Short and Long Term Commercial Papers Underwriting
e On-going oversight, issue management, agency functions

b) Treasury sales
e Government Securities
Treasury Bills
Long and Short Term Commercial Papers
Preferred Notes
Promissory Notes
Money Market Placements’

¢) Financing
e Share Margin
e  Working Capital Credit Facilities

Abacus Securities Corporation (ASC)

Due to its commitment for quality service, ASC was awarded the Best Local Brokerage House in the
Philippines Award from 1990-2008 granted by the Asiamoney.

ASC was the recipient of the Best Securities House in the Philippines Award granted by the EuroMoney
International Awards for Excellence for the past two consecutive years, 1998 and 1999. Likewise, the
Fund Managers Association of the Philippines honored ASC with a number of citations including Best in
Institutional Sales/ Execution and in Settlements in 1998. The awards put ASC in an enviable position as it
proved that local stockbrokerages could prove equal to international stockbroker houses.
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ASC started operations in March 1992. In five years, ASC established itself as a top Filipino brokerage
firm in PSE. The key factors for ASC’s successes are: professional management, sound investment
advisory, strong research team, real-time market information, and commitment to technology and training.

All these resulted in a strong retail franchise, a top tier domestic institutional sales organization, and
growing foreign institutional sales based. Thus, ASC is now positioned to best serve the expanding
domestic equities market. Strategically located branches in Binondo, Cebu and Davao support ASC’s Head
Office operations.

Abacus Securities Corporation was the second ranking stock brokerage house among the top ten PSE
brokers. In the past years, the large foreign stockbrokerage houses dominated the top ten list of brokers.
ASC believes that it can effectively compete with other brokers because of its strong sales groups, the
Retail and Institutional Teams. At present, the firm has one of the most extensive based of retail clients
driven by the number of branches established and envisioned to be established. Its Institutional Sales
Team, on the other hand, has managed to obtain accreditation and establish active working relationships
with a number of domestic institutional investors and foreign fund management companies. ASC also has
a Research Group that comes out with action-driven reports and recommendations, a quality admired by
most of its clients, and even the other stockbrokers. The registrant has an excellent customer service to
service its clients. The company established a website to keep its clients abreast of the new developments
in stock market.

For the year ended 2015, Abacus Securities Corporation ranked 20™ in terms of total value traded.

Vista Holdings Corporation (VHC)

The primary purpose of the Company is to invest in, purchase, or otherwise acquire and own, hold, use,
sell (without engaging in retail trade), assign, transfer, mortgage, pledge, exchange, or otherwise dispose of

real and personal property of every kind and description.

VHC continues with its investment program through the acquisition of condominium units. At present,
VHC leases its condominium units its affiliated companies.

Vista is not involved in real estate development. VHC continues to lease its condominium units to its
affiliates.

DIRECTORS AND EXECUTIVE OFFICERS.

The list of directors and executive officers of the Company are found on pages 5-8 of the Information
Statement (SEC Form 20-IS) to which this report is attached.
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MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

2016

General Business Environment

Although the Philippines was rated the fastest growing economy in Southeast Asia for the year 2016
and ended the year with a 6.8% GDP growth, lingering political concerns continued to dampen the
investing climate. As in the past, the drivers of growth were the steady inflow of remittances from
overseas Filipino workers, a stable monetary policy, increased government spending on infrastructure
and social protection, and rising employment rates courtesy of the construction and IT-BPO
industries. The good news, however, was muted by a general slump in the agricultural sector due to
natural causes such as a lingering El Nino and the visitation of a super typhoon, the generally
lackluster performance of the export sector, and controversies brought about by the government’s
drug war and alleged extra judicial killings. These concerns spooked the Philippine capital market and
the Philippine Stock Exchange rode the ups and downs of the political environment, experiencing
extreme volatility throughout the year, but eventually closing the year at about the same level as it
started.

Performance of the Company

The Company’s performance for the year was greatly affected by the volatilities in the capital market.
The Company’s finance income for 2016 reached Php230 million, representing an increase of Php55
million from the Php175 million it made in 2015. The increase in finance income was brought about
by the additional gain realized on the sale of group’s investments in financial assets amounting to
Php150.2 million, further helped by the valuation gains recorded on the group’s financial assets
amounting to Php79 million at yearend. Management fees recorded during the year was comparable to
last year, reaching Php40 million. Moreover, the Company’s brokerage business reported a slight
increase in total commissions during the year from Phpl41.3 million to Php145.1 million. On the
other hand, the Company’s investment house posted a drop in revenues for the year with Php4.6
million as compared to the Php9.6 million made on the previous year. All considered, consolidated
revenues for the year stood at Php416 million, an increase of Php48 million from last year’s Php368
million.

However, total costs and expenses for the year was noted at Php404.5million, representing an increase
of Php35 million from last year’s Php368.9 million. The increase in total costs and expenses was
brought about by increased debt servicing during the year amounting to Php217 million, up from last
year’s Php184 million. Debt servicing continued to comprise a large chunk of the operating expenses
in keeping with the Company’s commitment to honor its obligations.

In summary, the company is reporting a consolidated net loss of Php3.5 million for the year as
compared to the consolidated net income of Php3.1 million from the previous year.

There was an increase in total assets noted for the year amounting to Php745 million, from Php5,311
million in December 2015 to Php6,056 million in December 2016. The Php487 million increase in
total assets was brought about by the increase in the group’s accounts receivable from last year’s
Php1,789 million to this year’s Php2,277 million, and net increase in financial assets at fair value
through profit and loss amounting to Php255, partially offset by the net decrease in available for sale
financial assets amounting to Php92.6 million.

A corresponding increase in total liabilities amounting to Php619 million was also noted during the
period under review bringing total liabilities from Php3,189 million to Php3,808 million due to
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increases in short term borrowings, partially offset by decrease in due to customers and the payments
made to non trade customers and short term payables.

The increase in total assets had a direct effect on the group’s stockholders equity at the end of the
period from last year’s Php2,122 million to this year’s Php2,248 million. The increase in valuation of
available for sale financial assets increases the comprehensive income of the group and revaluation
reserves in stockholders equity amounting to Php129.4 million.

The Company marked its 25" year anniversary in 2016. The milestone validated the Company’s
stature as an enduring company fully committed to fulfilling its vision and mission as a vehicle for
prosperity for its various stakeholders. Despite uncertainties in the global and local political
environment, the Company remains optimistic about the prospects of the Philippine economy and the
local equities market. Consequently, the Company expects better financial performance moving
forward on account of continuing efforts to strengthen its core businesses while expanding its service
delivery platform. Operationally, the Company shall continue to be lean without sacrificing ability to
provide the best value to customers. As it has continued to do so in the last four years, the Company
will keep an eye on outstanding loans, and subsequently, interest cost and expenses. And as in the
past, the Company shall draw strength and inspiration from the support and commitment of its various
stakeholders.

Aside from the discussions above, there are no material off-balance sheet transactions, arrangements,
obligations (including contingent obligations), and other relationships of the company with
unconsolidated entities or other persons created during the reporting period.

FINANCIAL RATIOS (SRC Rule 68, as amended October 2011). The following are the
Company’s financial soundness indicators in two comparative periods :

31-Dec 2016 31-Dec 2015
CURRENT/LIQUITY RATIO
Current Assets = 1.50:1 1.56:1
Current Liabilities
Quick Assets
Current Liabilities = 1.50:1 1.56:1
The ratio is used to give an idea of the company’s ability to pay back its short term liabilities with its short term assets.
Debt
DEBT TO EQUITY RATIO Equity = 1.69:1 1.50:1
ASSETS TO EQUITY RATIO Assets = 2.69:1 2.50:1
Equity
INTEREST RATE COVERAGE Earnings before interest and
RATIO taxes = 1.05:1 0.99:1

Interest expense
Interest rate coverage ratio is a measure on how well a company can meet its interest payment obligations.

2015

General Business Environment

It was a very challenging year for the Philippine economy, the local equities market, and
consequently, that of the Company, on account of strong external headwinds that once again tested the
overall strength and resilience of the foundations painstakingly built in the last decade.
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Amidst a global slowdown, the Philippine economy managed to sustain its growth, posting 5.8% GDP
for the full year, slightly down from the 6.1% achieved in 2014. The economy was propped up by
strong domestic demand, extraordinary government spending with construction alone leaping to 51%
during the last quarter of the year, and one of the lowest inflation rates at 1.1%. Although a drag in
net exports were partly offset by better performances from the BPO and Tourism sectors, a confluence
of factors such as a global selloff amidst lingering concerns about China’s economy, a worsening
traffic situation in the Metro, the specter of a prolonged El Nino phenomenon, and apprehensions
about the 2016 elections pushed the local equities market closer into bear territory towards the end of
the 2015.

The Philippine peso fell in the second half of 2015, and so did the stock market, as global funds fled
on account of fears about China and a stronger dollar caused by the tightening of US monetary policy.
Towards the end of the year the peso had slumped 5 percent to close at 47.06 a dollar on Dec. 29,
2015. Despite hitting its highest ever at slightly over 8,000 points in April 2015, the Philippine Stock
Exchange index shed 3.9% in 2015 ending six years of gains. Foreign investors sold $1.2 billion more
shares than they bought in 2015, dragging the PSEi to its first loss since 2008.

Performance of the Company

Conditions in the environment were therefore not favorable for the local equities market, and
consequently, for the Company which posted a decline in terms of its overall performance and in its
total core revenues for the year under review. Finance income for 2015 stood at Php175.2 million,
representing a decline of Php221 million from the Php396.2 million it made in 2014. The decline was
exacerbated by the non-recurring gain reported in the previous year. Management fees recorded
during the year amounted to Php40 million, which was comparable to the previous year. Expectedly,
the brokerage business reported a decline in total commission during the year from Php158.7 to
Php150.9 million. All considered, consolidated revenues for the year stood at Php367.7 million, a
decrease of Php228.7 million from last year’s Php596.4 million. The decrease in total revenues was
largely attributed to the lower gain on sale of available for sale financial assets, from Php396.1
million to this year’s Php144.4 million, which were included in the finance income during the year.

Total costs and expenses for the year was lower at Php368.9 million, representing a decrease of
Php112 million from last year’s Php480.9 million. The decrease in total costs and expenses was
brought about by the absence of impairment losses recognized this year due to the firm collection
efforts made by management. Debt servicing continued to comprise a large chunk of operating
expenses in keeping with the company's commitment to honor its obligations.

Notwithstanding the decline across the core revenues, the Company is still proud to report a
consolidated net income of Php3.1 million for the year. This represents a significant reduction from
the net income of Php110.9 million posted in the previous year, but is also a strong testament to the
inherent resilience of the Company.

There was a decrease in total assets noted for the year amounting to Phpl138.4 million, from
Php5,449.4 million in December 2014 to Php5,311 million in December 2015. The decrease in total
assets was brought about by the disposal through sale of our available for sale financial assets from
last year’s Php2.664.8 million to this year Php2,361.5 million, additional collections of our
receivables amounting to Php71 million, partially offset by the additional purchases of our financial
assets at fair value through profit and loss amounting to Php221 million.

A corresponding increase in total liabilities amounting to Php31 million was also noted during the
period under review bringing total liabilities from Php3,158 million to Php3,189 million due to
increases in short term borrowings, partially offset by decrease in due to customers and the payments
made to non trade customers and short term payables.

There was a decrease also noted in our stockholders equity at the end of the period from last year’s
Php2,291.2 million to this year’s Php2,121.7 million. The decrease in the revaluation reserves of our
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available for sale financial assets was due to some disposals through sale and the periodic marked to
market valuation of the available for sale shares. Aside from the discussions above, there are no
material off-balance sheet transactions, arrangements, obligations ( including contingent obligations),
and other relationships of the company with unconsolidated entities or other persons created during
the reporting period.

The Company remains cautiously optimistic about the prospects of the Philippine economy and the
local equities market, which will redound to better financial performance of the Company moving
forward. The Company will continue to intensify efforts to build a financially sustainable business
that will be able to successfully ride the cycles of the market. The Company will continue to maintain
an effective balance between managing risks and opportunities, solidifying its niches while continuing
to expand market reach through new platforms. Operationally, the Company shall continue to be lean
without sacrificing ability to provide the best value to customers. As it has continued to do so in the
last four years, the Company will keep an eye on outstanding loans, and subsequently, interest cost
and expenses. And as in the past, the Company shall draw strength and inspiration from the support
and commitment of its various stakeholders.

014

General Business Environment

Starting the year off with recovery efforts from the previous year’s natural disasters, economic growth
slowed from 2013’s 7.2 per cent to 6.1 per cent - below government targets but still higher than trend
growth and the second fastest in Asia, next only to China. The country withstood the external
headwinds of the US Fed taper, Euro zone weakness, a slowing China, and uncertainty from global
political tensions with a stable banking system, a well-managed currency, improved trade balance,
and sustained broad-based growth. This was confirmed by, and led to credit rating upgrades from
Moody’s and Standard & Poor’s during the year to two notches above investment grade and an
affirmation of investment grade rating from Fitch Ratings, with the ratings agencies citing the
country’s greatly improved debt profile, fiscal management, and favorable growth prospects. An
improving employment situation contributed to rising incomes and generally positive consumer and
business sentiments. However, weak government spending and slightly higher inflation dampened the
momentum for economic growth.

The local capital market reflected the same performance, reaping gains from the improvements in the
country’s economic fundamentals established in previous years, but encountering some resistance and
uncertainty along the way. The PSEi climbed steadily during the first half before moving sideways to
close at 7,230.57 by the year’s end, generating a 23 per cent return. Powered by net foreign buying
and supported by the increasing investment appetite of local institutional funds as well as a growing
retail trading activity, the Philippines was among the best performing markets in the region during the
year.

Performance of the Company

The Company posted significant improvements in terms of its overall performance and in its total core
revenues for the year under review. A three-digit 173% increase in finance income was noted - from
Php145 million in 2013 to Php396.2 million in 2014. Management fees recorded during the year
amounted to Php40 million, up by Php16.9million compared to the Php23.1 million made in the
previous year. However, our brokerage house reported a decline in total commission during the year
from Php231.1 to Php158.7 million. All considered, consolidated revenues for the year stood at
Php596.4 million, an increase of Php196 million from last year’s Php401 million. The increase in
total revenues was attributed to the additional gain on sale of available for sale financial assets, from
Php143.90 million to this year’s Php396.1 million, which were included in the finance income during
the year.
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Total costs and expenses for the year stood at Php480.9million, representing an increase of Php68.7
million from last year’s Php412.2 million. The increase in total costs and expenses during the year
was brought about by the increase in our finance costs from Php207.8 million to Php283.6 million.
Debt servicing comprised a large chunk of operating expenses in keeping with the company's
commitment to honor its obligations.

The Company is proud to report a consolidated net income of Phplll million for the year,
representing a substantial improvement of Php126.2 million and effectively reversing the Php15.2
million negative income reported in 2013.

There was a decrease in total assets noted for the year amounting to Php143.6 million, from Php5,593
million in December 2013 to Php5,449 million in December 2014. The decrease in total assets was
brought about by the disposal through sale and temporary decline in market value of our financial
assets at fair value through profit or loss from last year’s Php655.8 million to this year Php494.2
million.

A corresponding increase in total liabilities amounting to Php78 million was also noted during the
period under review bringing total liabilities from Php3,080 million to Php3,158 million due to
increases in short term borrowings, partially offset by increase in due to customers and the payments
made to non trade customers and short term payables.

There was a decrease also noted in our stockholders equity at the end of the period from last year’s
Php2,512.8 million to this year’s Php2,291.2 million. The decrease in the revaluation reserves of our
available for sale financial assets was due to some disposals through sale and the periodic marked to
market valuation of the available for sale shares. Aside from the discussions above, there are no
material off-balance sheet transactions, arrangements, obligations ( including contingent obligations),
and other relationships of the company with unconsolidated entities or other persons created during
the reporting period.

The Company remains highly optimistic that its financial performance will continue to be stable
moving forward as it continues to intensify efforts to build a financially sustainable business. The
Company will continue to maintain an effective balance between managing risks and opportunities,
solidifying its niches while continuing to expand market reach through new platforms. Operationally,
the Company shall continue to be lean without sacrificing ability to provide the best value to
customers. As it has continued to do so in the last four years, the Company will keep an eye on
outstanding loans, and subsequently, interest cost and expenses. And as in the past, the Company
shall draw strength and inspiration from the support and commitment of its various stakeholders.

DISAGREEMENT WITH ACCOUNTANTS
No principal accountant or independent accountants of the Company has resigned, was dismissed or
has ceased to perform services during the two (2) most recent fiscal years or any subsequent interim

period.

The Company has no disagreement with its accountant with regard to any matter relating to
accounting principles or practices, financial statements disclosure or auditing scope or procedure.

MARKET PRICE OF AND DIVIDENDS ON COMMON EQUITY
Market Information

The shares of the Company are listed in and traded on the Philippine Stock Exchange. The high and
low closing prices for each quarter within the last two (2) fiscal years are as follows:

24



Applicable Quarter 2017 2016 2015
High Low High Low High Low
First Quarter 0.74 0.65 0.84 0.70 0.84 0.70
Second Quarter 0.79 0.69 0.78 0.44 0.78 0.70
Third Quarter - - 0.78 0.63 0.74 0.64
Fourth Quarter - - 0.75 0.64 0.74 0.64

As of the close of trading hours of 31 July 2017, the price at which the registrant’s shares were traded at 0.67
per share.

Holders
The number of common shares issued and outstanding as of 31 July, 2017 was 1,193,200,000. As of

31 July 2017, Registrant had 108 shareholders. On the said date, the following were the top 20
shareholders:

Stockholder Nationality No. of Shares %
1 | PCD Nominee Corp. — Filipino Filipino 845,291,000 70.84
2 | Paulino S. Soo Filipino 133,000,000 11.15
3 | Abacus Capital & Investment Corp. Filipino 59,644,000 4.99
4 | ACIC FAO 20001 Filipino 32,361,000 2.71
5 | Edgardo Limtong Filipino 28,527,000 2.39
6 | Phee Bon Kang Malaysian 20,000,000 1.68
7 | Vista Holdings Corp. Filipino 14,095,000 1.18
8 | Cecilio Pedro Filipino 12,260,000 1.03
9 | Quality Investment & Securities Filipino 10,850,000 0.91
10 | Jimmy S. Soo Filipino 10,010,000 0.84
11 | Vicente Co Chien Jr. Filipino 6,130,000 0.51
12 | Elizabeth K. Soo Filipino 6,000,000 0.50
13 | Solar Securities, Inc. Filipino 4,000,000 0.34
14 | Abacus Capital & Investment Corp. Filipino 2,547,000 0.21
15 | Uy Louis Filipino 2,000,000 0.17
16 | George Q. Go & Shirley D. Go Filipino 1,443,000 0.12
17 | Jack T. Huang Filipino 500,000 0.04
18 | Quality Invt. & Sec. Corp(001117) Filipino 500,000 0.04
19 | Vicente Co Chien, Jr. Filipino 400,000 0.03
20 | Lim, Francisco Filipino 304,000 0.03
Total 1,189,862,000 99.71
Dividends

No dividends, neither in cash nor stock was declared on the shares for the last two (2) fiscal years, i.e.,
2016 and 2015. There are no restrictions that limit the ability to pay dividends on common equity but
the Company, as a general rule, shall only declare from surplus profit as determined by the Board of
Directors as long as such declaration will not impair the capital of the Company.

Recent Sales of Unregistered or Exempt Securities

No unregistered securities or shares of the Company were sold during the last three (3) years (2017,
2016, and 2015).
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CORPORATE GOVERNANCE

The Company remains focused on insuring the adoption of systems and practices of good corporate
governance in enhancing value for its shareholders.

The Company has been monitoring compliance with SEC Memorandum Circular No.2, Series of
2002, as well as other relevant SEC Circulars and rules on good corporate governance. The Company
has already submitted its revised Corporate Governance Manual (“The Revised Manual”) to the SEC
last 31 May 2017. The Revised Manual maintains the various Board level committees. These
Committees were comprised of an Executive Committee, Audit and Risk Oversight Management
Committee to assist the Board in the performance of its oversight responsibility for the financial
reporting process, system of internal control, audit process, and monitoring of compliance with
applicable laws, rules and regulations, and the Corporate Governance Committee to oversee the
implementation of the corporate governance framework including the selection and evaluation of
qualifications of directors and officers and to look into an appropriate remuneration system.

All directors, officers, and employees have complied with all the leading practices and principles on
good corporate governance as embodied in the Corporation’s Manual. The Company has complied
with the appropriate performance self-rating assessment and performance evaluation system to
determine and measure compliance with the Manual of Corporate Governance.

The Company is unaware of any non-compliance with or deviation from its Manual of Corporate
Governance. The Company will continue to monitor compliance with the SEC Rules on Corporate
Governance, and shall remain committed in insuring the adoption of other systems and practices of
good corporate governance to enhance its value for its shareholders. Retains

FINANCIAL STATEMENTS
Please refer to Annexes "A" and “B” for the Company’s audited financial statements as of the period

ended 31 December 2016 and the interim financial statements for the first quarter of calendar year
2017, respectively.
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UPON WRITTEN REQUEST OF ANY SHAREHOLDER OF RECORD ENTITLED TO
NOTICE OF AND VOTE AT THE MEETING, THE COMPANY SHALL FURNISH SUCH
SHAREHOLDER WITH A COPY OF THE COMPANY’S ANNUAL REPORT ON SEC FOR
17-A WITHOUT CHARGE.

ANY SUCH WRITTEN REQUEST SHALL BE ADDRESSED TO:

THE CORPORATE SECRETARY

FIRST ABACUS FINANCIAL HOLDINGS CORPORATION
Unit 2901-A East Tower, PSE Centre, Exchange Road

Pasig City

Pursuant to the requirements of the Securities Regulations Code, the issuer has duly caused this report
to be signed on its behalf by the undersigned hereunto duly authorized.

Date: 25 August 2017

f:\data\clients\292\corp\asm\2017 asm\fafhc definitive information statement 2017 final.doc
ABKT\JCN\ACR\RKC 292-236
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ANNEX“ A *

CERTIFICATION OF INDEPENDENT DIRECTOR

I, JIMMY CHUA ALABANZA, Filiping, of legal age and a resident of 1/F
JAKA 6730 Builing. Ayala Avenue, Makati City after having been duly sworn to in
accardance with law do hereby declare that:

l. I am & nominde for irid.q'!ﬂ'l-:ltrll! director of Firtt Abacut Financial
Holings Corporation end have been its independent director since 16 Seplember 2008,

e 1 am affilinted with the following companics or crganizations:

Company/Organization Position/Relationship |  Period of Service
Insular Construction and Supply Co. Chairman 1967 w Present
Scaboard Insurance Company Consultant 1990 1o Present

3. 1 possess all the qualifications and none of the disqualificalions 10 serve as
an Independent Director of First Abacus Financial Holdings Corporation, us provided for
in Section 38 of the Securitics and Regulation Code, its Implememing Rules and
Regulations and other SEC issuances.

4, I am not related 10 any director/officer/substantial shareholder of First
Abacus Financial Hoeldings Corporation other than relationship provided wunder Rule
328.2.3 of the Securities and Regulation Code.

5 To the best of my knowledge, | am not the subject of any pending criminal
or administrative investigation or proceeding.

é. 1 am not in government service or affiliated with a Govemnment Agency o
Government Owmed and Controlled Carporation

7. 1 shall faithfully and diligemly comply with my dutics and responsibilitics
as an Independent Director under the Securities amd Regulmtion Code and s

Imnplementing Rules end Regulations, Code of Corporate Governance and other SEC
SRS, ’

8 1 shall inform the Corporate Secretary of First Abacus Financial Holdings
Corporation of any changes in the abovementioned information within five days from its
CCCURTENGE,
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ANNEX“ -1

[, MARIE THERESE G. SANTOS, Filipino, of legal age and 2 resident of Ne.
17 East Capitol Drive, Bo Capitolyo, Pasig City after having been duly swom 1o in
pccordance with law do hereby declan: thai;

l. 1 am a nominee for independent director of First Abacus Financial
Holdings Conporation and have been its independent director gince 28 September 2006.

r I am affilisted with the following companies or arganizations:
Coampany/Organization PositlonRelationship Pericd of Service
UP High, Preparatory,

Elementary, and Integrated School Treasurer/Trustee 2005 1o Present
Adumai Foondmion .
Gravitas Prime Ine, Director and Shareholder 20407 1o Present

Independent Drirector
Crown Asia Chemicals Corporation |  and Chairman of Audit 2015 1o Present
it Commitles
Insular Lite Home Credit ;
C o Independent Director 2{!1:5 10 If"rnum
Rural Bank of Solano (NV), Ine. Director | oy

3. 1 posscas all the qualifications and none of the disqualifications ta serve as
an Independent Director of First Abacus Financial Holdings Corporation, as provided for
in Section 38 of the Securities and Regulation Code, its Implementing Rules and
Regulations and ather SEC issuances.

4, [ am not related 10 any direcior'officer/substantial sharcholder of First
Abacus Financial Holdings Corporation other than relationship provided under Rule
32823 of the Securities and Regulation Code.

5. To the best of my knowledge, T am not the subject of any pending criminal
or administrative investigation or proceeding. .

. I am not in govemment service of affiliated with a Government Agency or
Government Owned and Controlled Corporation

T 1 shall faithfully end diligently comply with my duties and responsibilities
as an Independent Director under the Securitics and Regulation Code and it
Implementing Rules and Regulations, Code of Corporate Governance and other SEC
issuanices.
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8. [ shall inform the Corporate Secrctary of First Abacus Financial Holdings
Corparation of any changes in the abovementioned information within five days from its
QCCUITENce,
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ANNEX* § °

PASIG CITY ] 8.5,

SECRETARY'S CERTIFICATE

ANNA FRANCESCA C. RESPICIO, of legal age, Filipmno, with office address
al 2704 East Tower, Philippine Stock Exchange Centre, Exchange Road, Onigas Center,
Pasig City, Metro Manila, after having béen swomn to in sccordance with law, docs
hereby certily that:

1. I am the duly elected and incumbent Assistant Corporate Secretary of
FIRST ABACUS FINANCIAL HOLDINGS INC. {the “Corporation™), & corporation
organized and existing under the laws of the Philippines, with principal office at 2904-A
East Tower Philippine Stock Exchange Centre, Exchange Road, Ortigas Center, Pasig
Citys

8 Based on the information provided to the Corporation by the members of
its Board of Directors and its principal executive officers, none of said members of the
Board of Directors and principal executive officers of the Carporstion are presently
emploved by any office or agency of the Philippine Govermnment.

1WUH OF THE ABOVE, this Centiflcate was signed this____ day
of 2017 in Pasig City.

ANNA FRANCESCA C. RESPICIO
Assistant Corporale Secretary

?.'IFD AND SWORN to before me this ___ day of
2017 st Pasig City, affiant exhibiting 10 me her Community Tax
Certificate Mo, 1244576 issusd on 16 January 2017 st Manila and her Passpart No.
PO2RE44BA lssued st DFA NCR East, which expires on 15 Seplember 2021 as her
competent evidences of identity. '
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Report of Independent Auditors

The Board of Directars and the Sioclkholders

First Ahacus Financial Holdings Corporation

Urut 2904-A Hast Tower, Philippine Siock Exchange Cenre
E::du.nge Road, Ortigas Centes

Pasig, Ciry

Opinion

We have adired the consolidated Gnancial statements of First Abacus Finsncial Haldings
Enrpm_:nﬁn and subsidiaties (together heremafier refemed 1o as the Group), which
compusc the consobidated statements of Anandial position as at Decembar 31, 3016 and
20135, snd the consalidaed staternents of profit or loss, consclidated statements of
comprehensive income, consolidated statements of changes in equity and consalidated
statements of cash Bows for each of the three years in the period ended December 31,
2016, and the notes to consolidated financial seatements, includinp & summary of
significant accounting palicies.

In our opinion, the sccomparnying consolidated financial staternents present faily, in all
material respeets, the Bnancial posidon of the Group as st December 31, 2016 and 2015,
and its consalidated financial perfommance and s consolidated cash flews far each of tha
theee years in the period ended Diecember 31, 2016 in sccordance with Philippine
Financial Reporting Standards (PFRS),

Basis for Opindon

We conducted our sudies in aceardance with Philsppine Standards on Auditing (P5SA
O responsibilitics under those standards are further desedibed in the Am.hi'm }I
H-l.g!:-ﬁmﬁﬁ.ﬁujrﬂr..dnﬂr of the Consslidated Financial Stntements section of our report. 'We
are independent of the Group in acoordance with the Code of Ethics for Professional
Acconntants in the Philippines (Code of Bthics) togethes with the ethiesl rEquUitermEnts
that aze selevant to our audics of the consolidared Bnancial statements in the Philippines,
wnd we have fulfilled our other ethical responsibilities in sccardance with these
requizements and the Code of Ethics. We believe that the audit evidence we have
obuined is !'I.IH'-III:I.EM sl llilllIr-I-I'I-J'i-II'I: ro Bnovide a hawsis fnr saer cminasm
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Material Uncertalnty Related 1o Going Concern

We draw attention io Nate 1 to the consolidated financial statements, which indicares that
the Group has accumulated deficit of P54 972,178 and PEM.HE,:E’!I'I.'I.#M _
December 31, 2006 and 2015, respectively, The sccumulation of significant debicit
indicates the existence of a material uncertinty, which may cast significant doubt on the
Group's shility to contimue 35 1 going concem. Management is fully confident, however,
that the inhezent strengths and potentials of the Group and, consequently, its'abality o
recoves fram the defisit ineurred will be fully reakized ss the country's gencnal busincss
enviganment further improves. A number of recent key initiatives to apgesisively prow
and expand the basiness and & continuing focus on operational efficiency have resulted in
sustained impeovements in the financlal results of rwo subsidiaries, namely, Abacus
Securities Carporation (ASC) and Vista Holdings Corpomation. Moseover, the liunch of
ASC's online trading facibity in 2017 iy expected to further boost thess effares.
Accardingly, the accompanying consolidated financial statements have been prepared
assurning that the Group will continue as 8 going concem entity which contemnplates the
realization of asscts and the scttlement of lnbilities in the normal counse of busness. In
cannection with our audit, we have performed sufficient sudit proceduses 1o evaluate the
reasonablencss of management's representations with regard to the continwance of the
Group's operations. Out opinion s not modified in respect of this matter.

Key Audit Mauers

Key audit matters are those matters that, in our professional judgment, were of most
signabficance 1 ous audit of the Bnancial statements of the cumrent perod. These matters
were addocssed in the context of our sudit of the Gnancial statements as & whale, and in
forming our opinion theseon, and we do not provide o separate opinion on thest mattess.
Ins adddition to the matter described in the Material Usortainty Relsnd fs Gatng Cowcrra
section, we have determined the martens described below and in the succeeding pages to
be the key swdit mamers to be communicated in our repost

{a) Impairment of Recefvables
Daseription o the Matter

As of December 31, 2016, the Group's roceivables amounted to P2 276,624 252 nat of
allowance for impairment of 289 326,103, while the details and related credic ask are
digclosed in Notes 4 and 10 to the congolidated fnancial statements. Receivables
consist of 38% of the Group's total assets a5 of December 31, 2016, Certain
receivables amounting to P1,137,169,103 are secured by collateral vahaton of waded
equity securities, while the remabning balince is uasecused.
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Under Philippine Accounting Standard (PAS) 39, Fisandial Instrwments: Recopnitton and
Maasureemeni, an entity shall assess ar the end of each reporting petiod whether there is
any objecove evidence that a financial asset oz group of fnancial sssers measured at
amoutized cosl is inpaired. The Group's management exercises significant judgment
and uses subjective estimares in determining when and how much to recognize
impatrenent ok on recefvables. These judgment and estimates are set st in the
Group's aceoanting policies in MNates 2 and 1 (o the consolidated Bnancial stasements,
wherein recezvables are assessed for impairment if there is ohjective evidenee of
Impairment that exists as of the end of the reparting period (ie., an sctusl loss
EXpEIience].

Because of the significance of the amounts invalved and subjectivity of mansgement's
judgment and estimates used, we identified the inadequacy of the allowance for

impabraent on receivables as an audit area of focus.

Haes the Matter way Addrersad in the Audit

We performed substantive sudit procedares, which included, among others, assessing
the counterparties” repayment ablitics by examining payment history, cvaluating and
assessing the valuation of the collaterals artached as security to receivables and
compazing the latest market valuation apainst the outstanding receivable balance, and
reviewing the counterparties’ latest avaslabls nancial infarmation,

(b) Recoverabiliy of Defecred Tax Assers

Dhwseripition af the Matier

The Group's deferred tax assets amounted to P127,025,393 and P130,188,403 a3 of
Diecembes 31, 2016 and 2015, respectively, The recognition of deferred tax assets is
reviewed at the eod of each reparting period and adjusted to the extent of the changes
in probability that sufficient toeable profits will be available to allow all ar paet of such
deferced tax assets to be atilized. Determining probabilities of sufficiency of funure
taxable profits is highly jodgmental, requising preparation of profitability projections.
ﬂm'ﬁ‘ﬂ’,‘l‘.w have abso identified the recoverability of deferred tax assets as an andit
area of focu. -

L

Huw the Matter way Addressed in the Awdic

Onar wartk included, smong othess, obtalning managemenat's income projections for the’
next thees years. Relative to this, we checked appropristencss of management's
assumptions used in coming up with the income projections undeclying the recovershility
of deferred rax assets by comparing the forecasts to our expectations based on historical
pesfommance. These significant assumptions inchade income growth rate, and volume of
erading transactions, which are expected to grow based on available histozical
information. We abio considered the fact thar the Group hat planned to obtain lower
costs of cxvemnal funding and had utilized doferred tax a3scts in prior penods,
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fc) Assessmenr of Goodwill fmpafrment
Diserspition of the Mattor

As of December 31, 2016, the carrying amounnt of goodwill, net of allowance for
umpairment, amounted 1o PA5,324.355, which is included 2s part of the Other Assers
account i the Gooup's consolidated statement of Ainancial position. Under PFRS,
geodwill, having indefindic weful Bfe, is not subject to amonization but is required o
be tested for impairment anoually, or maore frequently if events or changes in
circuznstances madicate that the carrying value of goodwill may be impaired. This
anayual impairment test was significant to our audit because management’s assessment
process is complex and highly judgmental and is based on significant assumpticns,
specifically on the cash generating undts (CGUs) wheee the goodwill is allocated and
the fotuss cash flows of that pamicular CGUs, which are affected by expected future
market or economic conditions.

Management's significant assumptions inchude:

* ASC, the identified CGU on which the poodwill is allocated, will continue #s o
EOIng concern;

*  ASC will have sufficient financial assets to finance its working capital requirerents
to achieve its projected forecast and o suppaort the business needs; and,

* ASC's performance farecasts for the next three pears, which include the effects of
online trading facility that was launched in 2017, .

The Group's secounting policy on impairment of and disclosutes about poadwill are

included in Modes 2 and 13, respectvely, to the consolidated financial statements.

How the Matier war Addrsiiad fn the Audit

Oz audit procedures included, among others, evaluating the assuEnptions and
methodalogics used by management, particularly those relating to the forecasted revenue
growth and profit margns of ASC by consideding historical wends and the futare
aperational plans of the ASC's management. We abio reviewed the undelying data used in
camputing for the cxpected revenue growth hroaght by ASC's launch of its online trading
Eacility. In sddition, our sudit on the Ainanchal statements of ASC as of and for the year
ended Diecember 31, 2016 did nat identify event or condisions that may cast significant
doubt on the subsidiary’s ability to continue as & going concern.

Ohiher Information

Management is respansible for the other information. The other information carmprisss the
ml:nlm.ui!:rn included in the Caroup’s and the Parent Company's Secunoes and Exchanpe
Commission (SEC) Form 20-1S (Definitive Information Statement), SEC Fam 17-A and
Annoal Report for the year ended Dacersher 31, 2016, but does not inchude the finsncsl
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Chur opinion an the contalidated Anancial statements does not cover the other
information and we will not express any form of sssurance conclusion thereon,

In connection with our sudits of the consolidsted Ananclsl statements, our responsibility is
to zead the other information identified above when it becomes available and, in doing so,
consider whether the othet information is materislly inconsistent with the cansalidared

financil staterments or our knowledge obtained in the audits, ar atherwise appears 1o he
materially misstated.

Responsibilities of Management and Those Charged with Governance for the
Consalidated Financial Statemenis

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in sccordance with PFRS, and for such internal contral as
management determines is necessary to cnable the preparaton of consalidated financial
statements that are free from materal misstatement, whether doe t0 frand or emor.

In preparing the consolidated financial statements, management is responsible for
asscssing the Group's ability to continue as 4 paing concern, disclosing, ss upplicable,
matters related o going concem and using the going concern hasis of accounting unless

management either intends 1o liquidate the Group or 1o cease operations, ar has no
reahistic alternatve but 1o do so.

Those chasged with governance are responaible for overseeing the Group's firsncial
repaorting process.

Anditors’ Respansibilities for the Audie of the Consolidaied Financial Stapements

Our ohjactives are to obtain reasonable assurance shout whether the consalidated Bnancial
statements #s o whole are free from material misstatement, whether due 1o fraud or ereos,
and to issue an soditors’ report that inchedes our opinion. Reasonable assurance is o high
bevel of assarance, but is not a guazantee that an andit conducted in accardance with PSA
will always detect a material misstatement when it exists, Misstatements can atise from
frand ar exxor and are considesed marerial if, Individually oc in the agpregate, they could
reasonably be expacted to influence the economic decisions of wsers taken on the basis of
these copsolidated financial statements,

As part of an audit in sccordance with PSA, we exercise professicnal Tadgment and
maincain professional skepticism thooughout the andie. We also:

= Idennfy and sssess the taks of material misstatement of the consalidsted Ginancial
statements, whether due to frand or error, design and perfomm sudit procedures
responsive to those ks, and obtuin sudit evidence that is sufficient and
appeopriate to provide & basis for our opinion. The sk of not detecting & mazerial
mistatement cesolting from fraud is higher than for one resulting from exsos, as
frand may wvoive collusion, forgery, intentional omissions, mistepresentations, or
the averride of internal contral.

¢ Ubtain an understanding of internal contzel relevant to the sudit in order to desin
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*  Evahoate the appropristeness of acconnting policics used and the reasonableness of
sccounting estimates and related disclosures made by management.

* Conclude on the appropristeness of management's nsé of the going concer basis
of scconnting and, based on the audit evidence obasined, whether » material
uncestainry existy rlated to events or conditions that may case significant doubt on
the Group's ability to continue as & going concetn. 1€ we conclude that & materal
uncertainty exists, we arc required to draw attention in our auditors’ epor o the
related dischosures in the consolidated financial statements ar, if such disclosures
are inadequate, to modify sur apinion. Our conclusions are hased on the audit
evidence obisined up to the date of our auditors’ repost. However, future events
ar canditions may causc the Group 1o cease (o continue a1 & golng concern.

* Evaluate the overall presentation, stracture and content of the consalidatad
tnancial statements, inchiding the disclosures, and whether the consslidated

financisl statements represent the underlying transsctions and events in 3 manner
that achieves falr presentation,

¢ Obtain sufficient appropeiate audit evidence regarding the financial information of
the cotities or husiness activities within the Group to express an opinion on the
consalidated finuncial sratements. We ace responsible for the direction, .
supervision and performance of the group sudit. We remain solely responsible for
our audit opinion. .

We communicate with those charged with govemance teganding, among other maiters, the
planned scope and timing of the audit and significant sudie findings, inchding any
significant deficiencies in internal control that we sdentify duting cur andit.

We also provide those charged with governance with & statement that we have complied
with relevant ethical requirerments regarding independence, and 1o communicate with them
#ll selationships and other marters that may reasonably be thought to bear on our
independence, and where applicable, related safepuacds.
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From the matters communicated with those charged with govemance, we determine those
mmarters that were of most significance in the andit of the consolidated fnencial statements
of the current peniod and are therefare the key audit matters, We describe these mattens in
our auditons’ report wnless law or regulstion precludes public disclomee ahout the matter
oz when, in extiemely tare circumstances, we dezermine that a marter should not be
cammunicated in our repost because the adverse consequences of daing so would
reasonably be expected to ourweigh the public knterest benefits of such communication.

The engagement partucs on the andits resulting in this independent anditors' report is
Romualdo V. Mureia 1L
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FIRST ABACUS FINANCIAL HOLDINGS CORPORATION
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINAMCIAL STATEMENTS
DECEMBER 31, 2016, 2015 AND 2014
{Amarmnts in Philippine Pesos)

1. CORPORATE MATTERS
LOf Corporaie Information

First Abacus Pinancial Holdings Corparation (the Parent Company) was incorporated
and registered with the Philippines Securities Exchange Commission (SEC) on
Fehmary 15, 1994, The Parent Company wholly owns the fallowing subsadiaries
(iogether herein referred to as the Group), all of which are incorporated in the

Subsidiari : N f Bugi
Abacus Capital & Investment
" son (ACIC) Investment banking
Abacug Secarities Corporation (ASC) Securities brokenage
Visa Haldings Carporation (VHC) Leasing

The Parent Company was established primardly to invest in, acquice by purchase,
exchange or assgnment and hald for inveseraant, shares of capital sock ar ather
securitics issued by any corpomtion, association or other entines. The Parent Company is
alsn involved in providing management advisory services as well a3 purchasing, selling
and assigning accounts receivable, negotiable instruments and other evidences of
indehiedness for the payment of money owed by any entity,. The Parent Company's
shares of stock are listed at the Philippine Stock Exchanpge (FSE).

“The Group's registered office, which is also the principal place of business, is located at
Ut Z304-A East Tower, Philippine Stock Exchange Centre, Exchange Road, Ortigns
Center, Pasig City.

102 Stains of Operations

The Group has an scoumulated deficic of PS34,972 178 and P53 448 890 as of
December 31, 2016 and 2015, respectively. The sccummdstion of sgnificant deficic
wdicates the existence of & material uncertainty, which may cast significant doubt an the
Group's abdlity to continue a3 & going concem. Management is fully confident, however,
that the inherent streagths and potentials of the Company and, consoquenty, its ability to
secoves from the deficit incurmed will be fully realized as the country's genersl business
covironment furthes knproves. A number of recent key inidarives to sggressively grow
and expand the business and & continuing focus an operaticnal efficiency have resulted in
susteined imprevements in the financial results of ASC and VHC. Moreover, the luunch
of ASC's online wading facility in 2017 is expected to further boost these efforts,
Accardingly, the sccompanying consolidated financisl statements have been prepared
assuming that the Group will eontirue 3¢ & going concern entity which contemplarss the
reakization of assets and the serflemenr AF lishiliries in e nnemal soees of s e
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. 3.

LT Approval of Financial Starements

The consolidated Bnzncial statements of the Group as of and for the year ended
December 31, 2016 {inchuding the comparative consolidated financial statements as of
December 31, 2015 and for the years ended Decernber 31, 2015 and 2014) were authodzed
for issue by the Parent Company's Chaimman of the Board of Directors (BOLY) and Chief
Bxecutive Officer on April 6, 2017.

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES

The significant accounting policies that have been wsed in the prepacation of these
consolidated financial statements are summarized below. The policies have been
consistently spplied to all years presented, unless otherwise stated.

201 Basis of Preparation of Consolidared Financial Seatements
(a)  Statement of Compliance with Philippine Financial Reperting Standards

The conselidated financial statements of the Group have been prepared in
accordance with Philippine Fimancial Reporting Srandands (PFRS). I'FRS ane
adopted by the Financial Reporting Standards Council (FRSC) from the
pronouncements issued by the lotermational Accountng Standards Board, and
approved by the Philippine Board of Accountancy.

The consalidated financial statements have been prepared using the messwrement
bases specified by PFRS for each type of amet, lishility, income and cxpense. The
messurement bases are mose fully described in the sccounting policies that follow.,

4

() Presemiation of Conrolidated Financial Statamnts

The consolidated financial staterments are presented in accosdance with Philippine
Accounting Srandards (PAS) 1, Proestacien of Finandal Seatewentr. The Group
presents consolidated staterents of comprehensive income separate fram the
consolidated statements of profit or boss.

The Group presents a third consolidated statement of financial position as at the

of the preceding perind when it applies an accounting poliey
rerradpectively, ar makes a retrospective reststement of reclassiicarion of items that
has a material effect on the information in the consolidated statement of financial
posidon at the beginning of the preceding period. The related notes o the third
consolidared statement af Bnancial position are pot requized 1o be dischosed,

fi)  Funcrional and Presentation Currency

These consolidated financial stateraents are presented in Philippine pesos, the

Group's funcoonal carrency, and all values represent absolute amounts except when
otherwise Indicated.

Items included in the consolidated financial statements of the Group are pessured
asing its functional corrency. Funcrional cumency is the currency of the primary

eConnmic enviranment in which ke Giraun Aaneraiss



202 Adaptian of Amended FFRS
fa)  Effective in 2016 that are Relevant o the Gronp

The Group adopted for the first tkiee the fellowing amendments and annual
improvements to PERS, which are mandatoily effective for annual peniods
beginning on Janvary 1, 216

PAS 1 (Amendments) . Presentation of Financial Statemments -
Disclosure Initiative
PAS 16 and PAS 38
{Amendments) . Propesty, Plant and Equipment, and
Tntanpible Assets — Clarification of
Acceptable Methods of Depreciation
and Amonization
PAS 16 and PAS 41
(Amendments) :  Propexty, Plant and Equipment, and

Agriculture — Pearer Plants
PFRS 10, PFRS 12 and
PAS 28 (Amendments) :  Consobdated Financial Statements,

Disclosure of Intereats in Other
Entities, and Investments in Associates
and Joint Venbures ~ [owestment
Hntres — Applying the Consalidation
Excepoion

Annual Tnprovements :  Anoual Improvements o
PFRS (2012-2014 Cyele)

Discussed below and in the sueceeding pages are selevant information about these
amendments and Improvemenis. .

@ PAS 1 (Amendments), Presutatisn of Fiuandial Statoments — Discloswre Tnitiative.
The amendments encourage entities 1o apply professional judgmeat in
presenting and disclosing information in the financisl statements. Accordingly,
it clarifies that the matedslity pdaciple applies to the whole Anancial stulements
and an entity shall not reduce the undesssandability of the financial statements
by obecuting material information with immarerial information or by
agpregating materdal iterms that have different natures or functions. These
Further clagfy that in determining the order of peesenting the notes and
disclasures, an entity shall consider the understandability and comparability of
the Anancial siatements.
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(i) PAS 16 (Amendments), Praperty, Plami and Eguiposent, and PAS 38 (Amendments],

(i)

Intangible Assels = WJMWJWMMW
The amendments in PAS 16 clarify that  deprecntion method that is based on
tevenue fhat i penerated by an activity that inchsdes the ute of an assel s not
appropeaic for propesty, plaot and equipment. O the ather hand, amendments
b PAS 38 introduce a rebuttable presamption that an amaortizaton method that 1s
hased an the revenue generated by an actvity that includes the nse of an intangible
asses iy pot approprate, which can cnly be overcome 10 limited circumstances
where the intangible assct 13 cxpressed a3 » measure of revenue, of whea it can be
demonstrated that tevenue and the consumption of the economic benefits of an
intangible asset axe highly correlared. The smendments also provide guidance that
the expected future reduwciions in the seling poce of an item that was produced
using the asset could indicate an expectation of technological or commercial
shsolescence of an asset, which may reflect a reduction of the futase ECONGINIC
benefies embodied in the asset

PAS 16 (Amendments), Praperty, Ploes and Euipment, and PAS 41 (Amendments),

— Bearer Plantr. The amendmenits define a bearer plant a3 » living plant

that is used bn the producton or supply nhg:luﬂmnlp:-!:rdu;:.hup:tad to beas

produce for nmudmm:pt;kdlndhulmmmmmu!mu‘:ddu
i except for incidental scrap sales. On this basts, bearet plant is

o inchded within the scope of PAS 16 mther than PAS a1, allowing such assets

2 be sccounted fot as property, plant and equipment and o be measuced afies
initial recognition at cost or revahmtion basis in accardance with PAS 16, The
amendment Further clatifies that produce growing on bearer plants reroaing within
the scope of PAS 41. _

(¥) BFRS 10 (Amendments), Conssbidatad Financial Satiments, PFRS 12 (Amendmeni),

i)

Dischosurs of Tuterests im Otber Entitins, and PAS 28 (Amendments), Imsiteeats i
Assaciater and Joint Vpmiures = Innistoent Emtities - Appling the Consalidagion Exceeption.
These smendments address the concema that have arisen in the context of
applying the consolidation exception for investment entities. They clarify which
subsidiaries of an investrnent entity are consabidated in sceordance with

parsgraph 12 of PFRS 10 and clarify whether the exemption to preacal
consolidated financial statements, set out in pamgraph 4 of PFRS 10, bs available to
s parent entity that is o subsidiary of an investment entity. These amendmenti also
permit & non-investment entity investor, when applying the equity methad of
accounting for an assaciate of jaint ventre that is an investment entity, (o pEtain
the fair vahse messurement applied by that investment entity associate of jabnt
venmate to its interests in subsidiaties. Tn sddition, PFRS 12 has betn smended to
claxify that an investment entity that measuses all its subsidiaries at fair value
sheuld provide the disclosures required by PFRS 12

Annus] Tmprovements to PFRS (2012-2014 Cyele). Among the improvements, the
folkowing amendments are relevant to the Group:

s PAS 19 (Amendments), Eapbyer Bragfite Disawar Kty — Ragronad Moanker Liiwe,
The amendments clagfy that the cusency and term of the high qualsty
corpomate bonds which were used to determine tle discount rate for post
employment benefit obligations shall be made consistent with the currency and
estimated temm of the post-craployment benefit obliganons.
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» PFRS 7 (Amendments), Finswoa! Tnotrusents Disclaswrer — Sirvicing Comtrocts, The
amendmeénts provide addidanal guidance to help enntes ientfy the
clrcumatances under which a contract tw “service”™ financial assets is considered
b he 4 continuing invalvernent in those assets for the purposes of applying the
disclosure requirerents of PFRS 7. Such circumsiances commaonly arkie when,
for exarnpile, the servicing is dependent on the amount o timing of cash Bows
collected from the transfeered asset,

(8 Effuccive in 2016 thar are mat Radenant fo e Growp

The following new PFRS, amendments and anmual improvements 1o existing standards
are mandatotily effective for annual periods beginnang on or aftes Janvary 1, 2016 bat
are not relevant o the Group's consolidated financial statements:

PAS 27 (Amendments) :  Scpamate Financial Statements — Equiry
Method in Separate Financal Statements

PFRS 11 (Amendments) :  Joint Armangements — Accounting for
Acquisitians of Interests in joint
Operanons

PFRS 14 :  Regulatory Defemal Acconnts

Anmual Improvements 1o

PFRS (2012-2014 Cyele)

PAS M (Amendments) :  Inteom Finsncial Repocting ~ Disclosuge
of Information “BEhcwhere in the
Interim Financial Report™

PFRS 5 (Amendments) : Non-curent Assets Held for Sale and
Discontinwed Operations — Changes in
Method of Disposal

PFIS 7 (Amendments) :  Financal Inseroments: Disclosures —
Applicabsibity of the Amendments (o
PFRS 7 o Condensed Interim Financial

Smtersents

f  Effiction Subusguent to 2016 but oot Adopted Early

There are new PFRS, amendments and annual improvements to existing standards
effective for annnal peniods subsequent to 2016, which are adopted by the FRSC.
Mansgement will adopt the following relevant pronouncements in accordance with
their transitional provisions; and, voless otherwise stated, none of these are expected
12 have significant impact on the Group’s comsolidated Bnancal satements:

() PAS T {Amendments), Stsizssent of Carh Flows — Discdscurs Initiative (effective from
Jaouazy 1, 2007), The smendments are desymed o impoove the gualiy of
informason provided to users of Anancial sratements about chanpes in an enoty's
debi and related cash fows (and non-cash changes). It requives sn entity to provide
disclosures thar enable users to evaluate changes in liahilites ansing from fnancing
acuvitics. An entity applies its judgrment when determining the exact form and
eontent of the diclosures needed to satisfy this requirement. Moseaves, the
amendments sugpest a number of specific disclosares that may be necessary in andes
bo satiafy the above requisement, including; (2) changes in babilites azising from
financing activities caused by changes in financing cash flows, fareign exchanpe rates
or faxr valees, or obuining or kasing control of subsidiaries or other businesses; and,
(b} 2 reconciliation of the apening and cloeing halances of liabilities arising from
Rnancing scivites in the srsrement &F nsacisl raaiian inclnding thaas Shansss
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PAS 12 {Amendments), Tamore Taxes — Reuguition of Defirred Tax Assess for
Unreadiped Logar (effective from Januazy 1, 2017). The focus of the
amendments s to clarify how w sccount for deferred 1ax asscts pelated to debt
instruments measured at fair valne, particabarly whese changes in the marker
interest rate decrease the fair value of a debt mstrument below cost. The
amendments provide puidance in the following aseas where diversity in practice
previously existed: (a) existence of 4 deductible remparary difference;

{b) recovedng an ssset for mare than s carrying amount; (g) probable futuze
tweable profit against which deductible temporary differences are assessed for
utibization; and, (d) combined versus sepanate assesament of deferred mx asset
secognition for cach deductible temporary difference.

PFRS 9 (201 4), Fiwasca! Initrements {cffcctive fbom January 1, 2018). This new
standard on financial msmoments will replace PAS 39, Finaudal Instresents:
Recognrivon and Measwremend, snd PFRS 9 (2009, 2010 and 2013 versions). This
standard containg, among others, the following:

» three principal classification caregories for Anancial assers based on the
hitiness model on how an entity 18 managing it financial inammomenes;

» an expected loss madel in determining impatrment of all financial assets
that are not measured at fair value theough probit or loss (FYTPL), whach
genesally depends on whether there has been a sipnificant increase in
credis mak since inial recopnition of a financial ssset; and,

* 4 new madel on bedpe accounting that provides significant improvements
principally by aligning hedge accounting more closely with the dsk
management activities ondettaken by entities when bedging their financial
and noo-financal ik cxposurcs.

In accordance with the fnancial asset dassification principle of PFRS @ (2014),
3 financial asset is classified and measured ar smortzed cost if the asser is held
within 4 business model whose abjectve is to hald Anancial agsets in oeder to
collect the contractual cash flows that represent solely payments of principal and
intesest (SPPT) on the principal outstanding. Moreover, & Bnancial asset 1
classified and subsequently measured at fair valoe throuph other comprehensive
incomme if it meets the SPPI cotenon and is held in 2 business mode] whose
abjective is achicved by both collecting contractual cash flows and selling the
financial assets. All other financial sssers are messured ot FVTPL

In addition, PFRS O (2014) allows entities to make an irrevacable election to
preseat subdequent changes in the fair value of an equity instument that i not
held for mading in other compechensive income,

The sccounting for embedded derivatives in host conmacts that are Anancial
assess is simplified by semoving the roquircment 1o consider whether or not
they are closcly related, and, in most arrangements, does not regquire separation
from the host contrace.

Fuox liabilities, the standard rersing most of the PAS 30 requirements, which
wchede amonized cost accounting for mast financial liabilities, with bifuscation
of embedded derivatives. The amendment also requires changes in the fair
'H.'ll.:!! of an entity's own debt instroments exused by changes in its own credit
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Management is currently assessing the impact of PFRS 9 (2014} on the
consoldated Anancial statements of the Group and it will conduct
comprchensive study of the potential impact of this standard pricr to its
mandstory adoption date 1o assess the impact of all changes.

(iv) PFRS 15, Rovenue froa Cominact with Coisfomers (effective from January 1, 2008).

This standacd will seplace PAS 18, Risvase, and PAS 11, Conrustion Contracts,
the related Interpretations on sevenue recopnirion: lnzematonal Fusancial
Reparting latempretations Committee (TFRIC) 13, Customer Lapaify Progranress,
TFRIC 15, Aprocmant for the Cansirmetion of Faal Ertate, IFRIC 18, Trangfers of Ay
from Custaeners, and Standing Interpretations Commitice 31, Rewnay — Barter
Transactions Invelving Advertitiug Services. This new standand establishes 2
comprehensive franewaork for determining when to recognize pevenue and
how much revenue o recognize. The care panciple in the said frmework is
for an entity io recognize revenue to deplct the transfer of promised goods o
services 1o the castamer In an amount that refleces the considemtion to which
the entity expects to be ensitled in exchange for these goods or services,

ent is currently assesaing the impact of this standard on the Group's
consobdated Gnancal statements.

PFRS 16, Lenses (efective from Junuary 1, 2019), The new standard will
eventually replace PAS 17, L,

For bessees, it requires to account for leases “oa-balance sheer” by recopniring
a “right of use™ asset and & lease liahdlity, The lease lishdliry is inivally measured
as the present value of future lease payments. For this purpeose, lease payments
include fixed, non-cancellable payments for lease elements, amounts due under
resddual value guarantees, certain types of contingent payments and amaunts
due during optional peciods 1o the extent that extension is reasonably cemain,
In subsequent perinds, the “right-of-uie™ atset i scconnted for similarly 1o a
purchased asset and depreciated or amortized. The bease Hability 13 accounted
far similar 1o & financial liability using the effective interest method. However,
the new standard provides impartant reliefs or exemptions for short-term
leases and leases of low valee assets, 1F these exemptions are wed, the
asccounting is similar to operating bease accounting under PAS 17 where lease
payments are recognized 85 expenses on & scaight-line basis over the lease term

or another systematic basis (if more representative of the pattem of the lessee’s
benchit).

For lasaors, beats accounting s similar to PAS 17, In particular, the
distincnion between fnance and operating leases bs retained. The definidons of
each type of lease, and the supporting indicators of & finance lease, are
suhstantally the same a3 PAS 17 The basic scoounting mechanbes are alio
sirnilar, but with some different or more explicn gusdance in few areas, These
inchade wacdable payments, sub-leases, lease modifications, the weatment of
innal dicect coats and lessor disclosures.

Managemnent is cuszently assessing the impact of this new standard in the
Group's comoliduted Gnancial statements.
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{wi) PFRS 10 (Amendment), Cossolidared Finawcial {tatements, and
PAS 28 (Amendment), Inmitusnts in Aswdater and Joint Venturei — Saleor
Cowtribution af Assets betwern an Tvestor awd ity Arsociates or Joint Venture (effective
daze deferred indehnitely). The amendment to PFRS 10 requises fall
recognition in the investor's financial statements of gains or losses asing on
the sale or contzibulion of assets that constitute & husiness a3 defined in
PERS 3, Busimess Combrnations, between an investar and its associate or jont
venmare. Accordingly, the partial recognition of gains or losses (Le., to the
extent of the unrelated investor's intevests in an associste of joint venture) only
applics to those wale or contiibution of assets that do nat constnite & business.
Carresponding amendment has been made 1o PAS 28 to seilect these changes,
In addition, PAS 28 has been amended to cladfy thar when determining
whether asscts that are sold or contribated constitate a business, an entity shall
comshler whether the sale or conmibwion of those assets is part of muliple
armangements that should be accounted for as & snple fransaction.

20F Hasis of Consalidarion

The Group's consolidated financial staternents comprise the accounts of the Parant
Company and its wholly comed subsidiaries (ACIC, ASC and VHC) after eliminanon of
material intercompany transsctions. All intercompany sssets and liahilities, equity,
income, expenses and cash fows relating to transsctions between entities under the
Group, are eliminated in full on consolidation. Unrealized profits and losies from
intercompany tanssctions that are pecognized bn assets are also eliminated in fall.
Intercompany losses thar indicate impairrment are recognized in the consolidated Bnancal

The Enancial statements of the subsidianes are prepazed for the sume rqn:!ttmg period us
the Pazent Company, usning conmstent sccounting prncples.

Sulwidisres are entides over which the Pl.ll,-:_ul: Company has conteol. The Pasent
Company contvols an entity when it ia cxposcd, or has dights to, variable reharns from bts
involvernent with the entity and has the ability to affect those returns theough s power

aver the entity. Subsbdiaties are contolidated from the :lm: the Parent Company obtains
control,

The Parent Company reassesses whether or not it contrals an enuty if facts and
clrcumetances indicate that these are changes to one or mose of the three elements of
contrals indicated above. Accardingly, entities are deconsolidated from the date that

contol ceases.

The acquisiien method is applied to account for scquired subsidiaries. This requires
recognsmng and measanng the idendfiable assets scquired, the lisbilides assumed and any
non-contolling interest In the acquiree. The consideration mransferred for the acquisition
of a subsidiary is the fair values of the assets transierred, the liabilities incarred to the
formex owmers of the acquiree and the equiry interests ssued by the Group, if any. The
consideration translerred also nchudes the fair value of any asset or liability resulting from
4 connngent consideration armngement. Acquisition-related costs are expensed a5
meurred and sbsequent change in the fair valie of continpent consideration 1
recognized directly in profit o boss.
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Identifiable asscts soquired and Babilides and contingent liahilites assumed in & business
eambination are measured initally at their fair vaboes at the acquisinon date. On an
poquisition-by-acquisition bagis, the Group recognizes any non-controlling interest in the
scquince, cither al fair value or at the non-contralling interest's proportonate share af the
recopndzed amounts of scquiree’s identdfiable net assets.

The excess of the consideration transferred, the amount of any non-contralling interest in
the acequizee and the acquisition-date faiz value of any existing equily interest in the
acquiree over the acquisiion-date fair value of sdentifable net assets acquired is
recognized as goodwill. 1f the consideration tranafersed is less than the fair value of the
net assets of the sobsidiary acquoired in the case of a basgain purchase, the difference is
recognized directly s pain in poofit or loss,

204 Business Combimations

Busineds scquisitions are seconnted for using the scqulstian methad of sccounting.

Goodwill represents the excess of the cost of an soquisition over the fait value of the
Group's share of the net identifiable asscts of the acquired sobssdiary at the date of
acquisition. Subsequent to initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwall is tested annually for impairment and carried at
coat less accumulated impatrment losses. Impatrment losses on goodunll are not reversed,

hegutive poodwill which is the excess of the Group's interest in the net fir valoe of net
identifiable ussets soquired over scquisition coat is charged dircctly 1o profit ar loss.

For the purposs of impairment resting, goodwill is allocated to cash-generating units o
iroups of cash-generanng units thar ane expected to beneflt from the business
combination in which the goodwill srese. The cash-generating units or groups of

cash-genetating units are identibed according to operating segment. .
Crains and losses on the disposal of an interest in o sobsidlary inchode the carrying amount
of goodwill relatng to it

If the business combination is achieved in stages, the soquirer is required to remeasure its
previoualy held equity interest in the scquiree at its acquisition-date fair value and
sccogaize the seraliing gain or boss, if any, in the profit or loss or other comprehensive
INCOMmE, 33 Appropoate.

Any contingent consideration to be tansfered by the Group is recopnized ar fair vahue ar
the acquisizion date. Subsequent changes to the fair value of the contingent consideration
that is decmed to be an ssses ox Bability s recogmized in sccordance with PAS 37, Prosisaes,
Camiingers Liabikitier and Canttupant Atiets, eithes in profit ot loss oz us a change to other
comprehensive income, Contingent cansideration that is classified as equity b not
semneasured, and its subsequent sctthement is sccounted for within equiry.

208 Rusincss Segments

Opesating segments aze reported in a manner conslsteat with the internal reporting
peavided to the Group's management commirtee; its chief operating decision-maker. The

management committee s responsible for allocating resources and assessing performance
of the opcatng ECHINEONS.
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In idenifying its operating segments, management generlly follows the Group's products
and service lines as disclased in Note fi, which represent the main products and scrvices

provided by the Group.

Tiach of these operating sepments is managed separntcly, as each of these servics bnes
sequises different technologies and athes resources as well as marketing approaches. Al
inter-segment mansfers are carded out at amm's lengeh poccs.

The messazement policics the Group uses for segment reporting under PERS 8, Operating
Sogowenrs, are the same g8 those used in its financial statements. There have been no
changes from prio periods in the measurement methods used to determine reposied
segment’s profit or boss.

208 Financial Assees

Financial asscts are recognized when the Group becames a party to the contractual temms
of the financial mstrument. For purposes of clissifying fnancial asscis, an metrument &
considered us an equity instrament if it is non-detvatve snd meets the definition of
equity for the jssuer in sccardance with the criteria of PAS 32, Fimanno/ Inifroeenis;
Presewtation. All otlver non-desivative financial mstraments arc treated as debt instrurvents.

fa)  Clamifteation and Measremond of Finawaal Asseis

Financial assers ather than those designated and effective as hedging instruments
aze classified into the following categories: Gnancial assets at FVTPL, loans snd
receivables, held-to-matusity investments and available-for-sake (AFS) financial
assets. Financial assets are assigned to the different categosies by management on
el recogniton, depending on the purpose for which the investments were
accpaired, 4

Regakus puschases and sales of Anancial aisers are recognized on their trade date.
Al Anancial assers that are not classified as at FVTPL are insoally recogmized at
Faiz value plus any disectly atinibutable zansaction costs. Financial asscts carsied at
FVTPL ate initially secorded at fair waloe and the related transaction costs are
recognized in profit or loss. A more detailed description of the categories of
financial asscts relovant to the Group is o follows:

{0 Frmawaal Aty ot FITPL

This category includes Gnancial sssets thae are either classified as held for
tading or that meets centain conditions and are desipnated by the entiry to be
carded at fair value through profit or loss upan initial recognition. Al
desivatives fall into this category, except for those designated and effecove as
hedging instruments.

F'uuddununmm’i.lumdnhhﬁhﬁmdchu\g;udmd.nm
recogized in profit or boss. Pinandal asscts (except deovatives and fnancial
instruments onginally designated as financil assers at fair vahoe through
pralit oo boss) may be rechissibed out of FVTPL catepory il they are no
langer held for the purpose of being sold or repurchased in the near term.
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i) Loans and Reccivables

Loans and receivables ate pon-derivative financial assets with fxed or
determinable payments that are not quoted in an active market They arise
when the Group provides money, goods or services directly to a debtor with
no intention of trading the receivables.

The Geoup's financial astets cateporized as loans and receivables are
presented as Cash and Receivables in the consolidated statement of fnancial
position. Cash includes cash on hand and hank deposits which are
unrestrbcted ag to withdrawsl

Loans and receivables are sabacquently measured at amortized cost using the
effective interest methad, less impuirment loss, if any.

“This category includes non-dertvative financial assets that are either
designated to this eategory or do nat quakify for inclusion in any of the ather
eategories of Gnancial asets. The Group's AFS financial assets include lted

Al financial asscts within this category are subsequently measured at fais
value, except for cquity instruments that do not have a quoted matket price
in an sctive market and whose fakr value cannot be rcliably measured which
aze meagured st cosd, bess impaitmant loss, if any. Caing and bosses from
changes in fair value are recognized in other comprchenmive income, et of
any income tax effects, and are reported as part of the Revaluation Reserves
aceount in equity, except for intesest and dividend mcome, impaicmgnt losses
and forelgn exchange differences on monetary assets, which are recognized in
prafit or koss.

When the financial asset is disposed of oz is deteomined to be impaired, that
is, when these i a significant or prolonged decline in the fair value of the
secusity below its coat, the cumulanve far vabue gains or Josses recognized in
other comprehensive meome is rechisaified from equity to profit o boss and
it presented as reclassification adpstment within othes compechenaive
income even though the Gnancial seset has not been derecognized.

[mpairmuni of Finanvial Aswis

The Group assesses at the end of each reporting pesiod whether there is objective
evidence that a financial asct or group of Gnancisl sssets is impaired. The Group
recognizes impairment loss based on the category of financial assens as follows:

i1} Carried ar Amortiged Cast — Lasar and Ricetvablis

1f deess is objective evidence that an impainnent los on loans and reeeivables
has been incurred, the amount of the impairment loss is determined as the
difference between the asset’s canrying amount and the present value of
estirnated fotuse cash Bows (exclading fbure credit bodses that have not been
incurred), discounted at the Anancial asset’s odginal effectve intereit rate or
current effective interest rate determined under the contract if the loan has a
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The carrying amount of the umduﬂh:ﬂﬂddjhndmﬂru_lh:-ﬁugh
the use of an allowance account. The amount of loss shall be recognized in
probt oz ks,

1 in a subsequent pedod, the amount of the impairment boss decreases and
the decrespe can be related objectively to an event occurring after the
impairment was recognized (such ag an improvement in the debtor’s credit
rating), the previously recognized impairment loss is reversed by adjusting the
slbowance account. The severnsl shall not result in » catrying smount of the
financial asset that cxceeds what the amortred coat would have been had the
impairment not heen recoguized al the date of the impairment is eeversed.
The amount of the reversal is recognized in profit ar ks, -

Carried at Cast = AFS Fiwanddal Assels

If these is objective evidence of impairment for any of the unguoted equity
wmuﬂunhumﬂuindﬂﬁirnlmhemminﬁiwmmmtht
relisbly messuted, or on & derivative assct that Is linked to and required 1o be
unhdbydﬁvurn[mdmﬂwmmduqﬁ:ylmunmm.imwhmmlmh
secogaized. The smouns of impaisment boss is the difference between the
carrying amount of the financial ssser and the present vakue of estimated
fature cash flows discounted st the current markes tate of retann for & sumdaz

Bnancial ssser. Such impairrent losses aze not reversed.
Caviad ot Fair Value — AFS Financial Asets

When a decline in the fiz value of an ATS financial ssset has been recognized
in other comprehensive income and there i3 objective evidence that the asser
is impaired, the cumulative loss — measured as the differcnce between the
sequisition cost (net of any principal repayment and amoniraton) and
curzent fair valoe, less any impaisment boss on that financial asset previcusty
recognized in prafit ox loss — is reclassified from Revaluation Reserves to
profit ot Joss as a rechssification adjustment even though the financial assci
has not been derceapgnized. '

Irmipairment losses recopnized in profit or lost Af EqUItY NSINMENts arc not
reversed through profit or loss. Reversal of impaizment bosses is recognized
in other comprehensive income, except fot financial assets that are delbd
secuzities, which are recognized in profit or loss only if the reversal can be
aljectively related 1o an cvent occurdng after the impaiment loas was
recognized.

Ttewws af luvswe and Exponse Related 2o Financial Aswlti

All income and expensed, including impairment bosscs, relating to financial assets
that arc secognized in profit oe loss are presented s part of Finance Income 02
Finance Costs in the consclidated statemens af probt or Joss.

MNan-compounding intetest, dmidend income and other cash flows resulting from
huldmgﬁr-ﬁcmmmumguimdhpmﬁ:mmﬁmumd.mguﬂ:uﬁi
how the selated exerying amount of financial aseers is mexsoned,



N p——

() ng"ﬁuﬂﬂdﬂ

The financial sssets (o where applicable, a part of a E.nmmi assct of part of a group
of financial assets) are derecognmzed when the contracrual rights to receive cash
fows from the financia) instruments expire, or when the Ainancial assets and all
substantial fsks and rewards of ownership have been transferrod to snother party.
1 the Group neithes transfers nor retnins subatantially all the risks and rewards of
ownership and continues to control the transfemed asset, the Group recognizes it
cetained interest in the asset and an associated liability for amounis it may have to
pay. 1f the Group retains subatantially all the risks and rewards of ownership of 2
tranaferred financial ssset, the Group continues to recognize the financial assce and
also recopnizes 1 collateralized borrowing for the proceeds received.

207 Offsering Firancial Instroments

Financial asscts and liabilities are offset and the net amount is reported in the
eonsolidated statement of financial position if, and only if, there is a currently enforceable
legal right o affset the recognized amounts and there is an lntentdon to I:l.'t.l-l: on a nct
hasis, o to realize the sssets and settle the linbility simultanecusty. This is not genesally
the case with master netting agrocments, and the related assers and habilives are presented
gooss in the consolidated statement of financial positen. The nght of set-off must be
available at the end of the reposting period, that js, it is not contingent on furure event. Tt
st abso be enforceable in the nommal course of business, in the event of default, and m
the event of insalvency or bankraptey; and, must be legally enforceable for both ety
and all connterparties to the finaneial instruments.

208 Property and Equipment

Propesty and equipment are carded at cost less accumulated depreciation, amostization
and impairment in valoe.

The cast of an asset comprises ity purchase price and dizectly attdbutsble costs of
hringing the assct to working conditon for is intended use. Expenditares for addmions,
miajor improvements and rencoals are capitalized; expendinures for repains and
maintenance ate charged to expense as incurred.

Diepreciation is eomputed using the straight-line method over the estimated useful lives of
the asscts as follows:

Condominium anits 15-25 years
Building improvements 5 years
Transpormanon cquipment , 3 years
Computer equipment 3.5 years
Furnirure, fxnires and equipment 3-5 yeam

An asset’s carrying amount is wertten down immedintely to its recoverable ansount if the
assct's cantying amoant is greater than its estimated recoverable amount (see Note 2.13),

Fully depoeciated assets are retabned in the accounts untll these are no longer in use and
n6 further charpe for depreclation ls made in respect of thoae assens.
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The pesidual valses, estimated useful lives and method of deprecianon of property snd
equipment are reviewed, and adjusted if appropdate, at the end af each reporting persod.

An item of property and equipment, including the related sccumulated depreciation snd
impairment bosses, is derecognized upon disposal ar when no future economic benefits
ate expected to arise from the continued use of the asset. Any gain or loss arising on
derecognition of the asser (caleulated as the difference between the net disposal proceeds
and the carrying amount of the item) is incloded in the consolidated statement of profit

oz loss in the year the item is desecopnized.
209 Investment Propertics

Investment properties (recognized under Other Assets), sccounted for under the cost
model, are properties held either to earn rental or for capital appreciation or bath, but not
for sale in the ordinary course of business, use for rendedng of services ar far

Investment properties are initially recognized, subsequently measused, and derecogaized
in the same manner as property and equipment (see Note 2.08).

Diepareciation is compated on a stzaight-lioe basis over the estimated vseful life of the
agdets of 25 years.

An assct’s caszying amount is written down immediately to fs recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount (see MNote 2.13),

210 Other Asscty

Cither assets pertain 1o ather resources controlled by the Growp s a result of past events.
They are recognized in the consolidated financial satements when it is probable that the
fubare economic benafits will flow 1o the Growp and the asser has a cost or value that can
be measured reliably. .

LI Intangihle Asscts

Intangible assets include poadwdll, mading right and acquired computer software licenses
(presented as part of Other Assets account in the consclidated statcment of Bnancial
positian). The cost of the asset is the amount of cash oz cash equivalents paid or the fuis
value of the ather considerations given to acquire an asset at the Gme of i3 acquisinon or
producton,

fa]  Coaduill

Gooadwill represents the excess of the acquisiten cost of the investment over the
fadx value of identifable act asscts of o subsdiazy at the date of acquisition.
Gonsdwill is carmied at amortized cost up o the date of transidon o PFRS, less any

tin value Cetodaill ie subject to anmssl tedt for h'l'l.F:l:I.n'l'l.HH! whiether
there is an objecuve evidence of impairment or not (sce Mote 2.13).

(8)  Trading Right

Treading sipht represents the value of the exchange seat, which allows the Group to
trade in the 'SE. Trading ripht is assessed a8 having an indefinite wseful life and i

tnaied smmis sl Fol i
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Acquired compater software licenses are capitalized on the basis of the costs
incurred to acquire and install the specific saftware. Coats associated with
maintaining computer software are expented as mourred. Capitalived costs are
amortized on 4 straight-line basis over the estmated useful life of three years, a8
these intangible assets are considered finite (see Note 2.13).

When an intangible ssset i disposed of, the gain or lass on disposal is determined as the
difference between the procesds and the carrying amouns of the assct and is recognized in
the consolidated statement of proft or loss. o

212 Defesred Of Exploration Coses

The Group made cersain investments in ol exploration projects. The cosi of cxplotation
relating to service contract of hiock area which ia sl in the explocstory stage are capialized
as Dieferred oil exploration costs (shown under the Other Assets account in the consolidated
statement of financisl position). When a service contract or block arca is permanently
ahandoned, the relited deferred ail exploration cost s written off. Sesvice contracts of
hlcek sreas are considered not permanently abandoned if the service contracts have not yet
expired and /or there are ongoing negatiations for further exploration. The carrying amaunt
of the capitalized deferred odl explaration costs is written down 1 s recowerable amount if
the carrying amount is grester than is estimated recoverahle amount (see Mote 2.13)

21 Ingp.mtﬂ:nt :u"Nm-.Eu-.mmMum

The Group's propesty and equipment, investment propesties, defested oil cxplotation
costs, geodwill, computer softorare, trading oght and other non-financial assets aze
subject to impairment testing whenever events or changes in circumatances undicate that
the carrying amaunt may not be recoversble, Tntangible assets with an indefinite uschal
life such ss goodwill and mading right ars tested for impairment at least annually.

Fat purposes of assessing impairment, asscts are grouped at the lowest kevels fior which
thete are separstely identifiable cash fiows (cash-generating units). Asa result, asscts are
tested for impairment either individually ar at the cash-genesating unit bevel.

Impairment loss is recogniaed in profit or loss for the amount by which the asset's oz
cash-gencrating unit's carrying amonnt exceeds its secovesable amounts which is the
higher of its fair value less costs to scll and its value in wse. In determining vabus in use,
manapement estimates the expeeted furre cash flows from each cash-gencrating vnit and
determines the suitable interest rate in ondar to caloalate the present value of those cash
flows. The data sied fog impairment testing procedures age directly linked ta the Group's
batest approved budger, adjusted as necessary w exclude the effects of asset
enhancements. Discount factors are determined individually for each cash-generaing

wnit and reflect management’s assessment of respeciive risk profiles, such as market and
asset-specific sk facros,

Al gssets, except goodwill and trading right, are subsequently reassessed for indications
that an kmpairment loss previously recognized may no longer exist and the cazryng
arnount of the asset s sdjusted to the recoverable amount resaling in the reversal of the
irapaicenent loss, Impaicment losses recognized on goodwill are not revessed.



2 M Fiancial Liabilities

Finaneial liahilities include interest-bearing loans and borrowings, due to customers, and
accounts payable and other lishilides (exchuding certain accounts within accounts payabile
and accroed capenses, post-employment defined benefit obligation, and tax-relared

paable.

Pinancial labilities are recognized when the Group becomes a party to the contractual terms
of the instrament. All interest-zelated charpes are recopnized as expense under the caption of
Finance Costs in the consolidated statement of profic or loss, -

Interest-bearing loans and borrowings ate abtained to support the short-term 1o long-term
funding needs of the Group. They are recognized at proceeds received, net of dizect sue
coats. Finance charges, including premiums payable on senlement ox redemption and divect
issue costs, ane charged to profit oc loss on en accnal hasls usng the effective interest
method and are added to the carrying amount of the Instrument to the extent that they are
nat sertied i the period in which they atise.

Dhue to costomers, and accounts payahle and athes hahilites are recognized initially af their
fair walue and subsequently measured at smostized cost, using effective intesest methad far
mturties of more than ane year, less settlement payments.

Financial liabilizies are desecognized from the consolidated statement of financlal position
only when the obligations are extinguished either through discharge, cancellation o
cxpiration. The difference between the carrying amount of the Bnancial Eability derecognized
and the consideration paid or payable is recognized in the consolidated profit oz boss.

215 Provizions and Contingencies

Provisions are recognized when present obligations will probably lead w an outflow of
economic resources and they can be estimated reliably evan if the timing or amount of the
outflow may still be wncentain. A present obligation arses from the presence of 2 legal or
constructive commitment that has resulted from past events,

Provisions are measured at the estmated expendinure required to sentbe the present oblgaton,
based on the most reliable evidence available ar the end of the reporting penod, inchading the
riks and uncertainties associsted with the present oblipation. Where there are 3 number of
similar obligations, the likelihood that an cutflow will be required in setlement is determined
by considening the class of obligadons as a whole. When time value of money is matenal,
long-term provisions are discounted o their present values wsing 8 pre-tax mte that reflects
mazket assessments and the nsks specfic to the obligation. The increase in provision dus o
passage of me i recognized as intereat expense. Provisions are reviewed at the end of each
reposting persod and adjusted o reflect the current best estimate.

In those cases where the posstble outflow of cconomac resource as & result of present
obligations is considered improbable or remote, or the amount o be provided for cannot be
mieasured relisbly, no lishility is recognized in the consalidated financial statements. Similarly,
possible inflows of sconomic benefits to the Group that do not yet meet the recognition
critersa of an asser are considered contingent assers, hence, are not recogrized in the
consolidated financial staternents, On the other band, any reimbursement that the Group can
b virmaally cemain 1o collect fram a third pasty with sespect to the obligation is recognized aa

a tErarmis aeest mak seasadins the ammasear ol ke selossd scscadaiaa
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216 Relared Party Transactions and Relationships

Related party transsctions are transfers of resonsces, services of obligations herween the
Company and its related parries, regandless whether a paice s charped.

Parties are considezed to be related if one party has the ability to contol the ather party
or exercise significant influence over the other party in making financial and openating
decisions. Theas parties include: (s) individuals owning, directly o1 indirecty through one
at mare intermediazies, control of are contralled by, oz under common contral with the
Parent Company; [b) associaves; (c) individuals owning, divectly or indarectly, an interest I
the voting power of the Pasent Company that gives them significant milucace aver the
Parent Company and close members of the family of any such individual; and, (d) the
Group's funded retitement plan.

In considering each possible related party relationship, attention fs directed to the
subatance of the selationthip and not merely on the legal foom.

217 Buuity
Capital stock represents the pominal valne of shares that have been mwucd,

Additional paid-in capital includes any premium received an the ispuance of capital stock.
Any transsction costs sssociated with the issance of shares are deducted from additional
paid-in capital, net of any related income tax benefiis.

Tl‘ﬂﬂ!.l'l'lhl.l::lu-:ﬂl:ﬂbdilﬂ'ﬂ:Mﬂfrﬂcqldrhgtllﬂhlhnﬂlnﬂmdﬁﬂudﬁlfm :
equity amnbutable to the Group's equity holders untl the shares are caneelied, reissued oz
disposed of

Revahation rescrves compiise gaina and losses due to the revaluation of AFS Rnancial
assers and remessurements of post-employment defined benefit cbligation

Dieficit sepresents all eurrent and prior perod results of operations as reported n the
consolidazed statement of profit or baas.

218 Revenuc and Expense Recognition

Hevenue comprises revenue from rendesing of scrvices measured by reference to the fais
value of considenstion received o receivahle by the Group for services tendered,
cxcluding value-sdded tax (VAT)

Revenue it recopnized to the extent that the revenue can be reliably measured; it is
probable that the economic benefits will flow to the Gooup; and, the costs incurred oz 1o
be incurzed can be measwred reliably. In sddition, the following specific recognition
criterks must also be met before revenue i recognized:

{2} Remdiring of services (rammissians, sndirwriting fies, financial and mamagemni advliory fes) -
Revenue is recognized when contracnzally agreed tasks have been substantially
rendered.

) amﬁmympnmhmmmmémmwufm
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fi)  Imrert— Revenue is recognized as the interest acorues taking into account the |
effectve yicld on the assats.

(i Rmd-hmiuwhadbnlmlghtﬂmhuhmudulnrttm

Costs and expenses are recognized in the consolidated statement of prafit or loss upon
utilization of services or at the date they ase incurred. All Enance costs are reported in
profit or kass on an scerual basis, except for bormowing costs capitalized as part of the

cost of any qualifying asset (see Mote 2.23).

217 Saeurfeies Transachions

Securities transactions (and related commission income and expense, if applicahle) are
recarded on o ransacton date basis.

22 Leases
The Group sccounts for its leases as fallows:

{a) Gmnpnrhu—Lu:u.whd:hdumtmEnmduGrmpmhmﬂgdlumﬁ:h
and benefits of cunership of the asset, are classified as operating beases. Operating
lease payments ate recognized as expense in the consolidated statement of profit or
losss on & straight-line basis over the lease term. Amsociated costs, such as
maintenance and insuranee, are expensed as incurred.

(8 Gronp as dersor— Leasea, which do not transfer o the lesses subssantally all the risks
and benefits of ownership of the asset, are classified as operating leases. Lease
income from operating leases b recopnized ax income I the consolidated statement
of profit oc loss on a straight-line basis over the lease term. y

The Group detenmines whether an armngement s, ar containg,  lease based on the
substance of the amangement. Tt makes an assessment of whether the fulbllment of the

arrangersent is dependent on the use of o specific asset or amsets and the ammangement
conveys a Gght (0 ute the asset

221 Foreign Currency Transactions aod Translation

The sccounting records of the Group are maintained in Philippine pesod. Foreign
currency transactions during the year are translated into the functional carrency at
exchange mates, which spproximate those prevailing on cansscton dates.

Fareign currency gains and losses zesulting from the scttlement of such transactions and
from the manslation at year-end exchange mies of monctary sssets and Habilities
denominated in foreign currencies are recognized in the consolidated stement of profit
or loss. '
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222 Employee Benefits

The Group provides henefits to emplopees through a defined benefit plan, defined
contribution plan, and other cmaployee benefits which are recognized as follows:

()

L

Post-smplaymint Defised Bengfis Plan

A defined benefis plan is a post-emplayment plan that defines an amaount of
post-employment benefit that an employes will recetve on retirement, wsually
dependent on one o mars factors such as age, years of service and salazy. The
legal obligation for any benefits from this kind of poat-employment plan remaing
with the Group, even if plan assets for fonding the defincd benefit plan bave been
acquired. Plan asscts may include asscts specifically designated to 2 long-term
benefit fund, as well s qualifying insurance policies. The Group'’s defined benefit
post-cmployment plan covers all regular full-fime employees. The pension plan is
ux-gualified and poa-contributery.

The liability recognized in the consolidated statement of fnancial position for a
defined benefit plan is the present value of the defined benefir alligation (DBO)
at the end of the reporting peciod lesa the fair value of plan assets. The DBO ks
calculated annuslly by independent sctuarics nsing the projected unit credit
method. The present value of the DBO is determined by discounting the
estimated future cash outflows for expected henefit payments using a discount
rate dexived from the interest tates of 2ero-coupon govesnment bonds as
publishied by Philippine Dealing & Exchange Corp., that are denominared in the
currency in which the benefits will be paid and that have terms to maturity
approximating to the terms of the relaved post-employment kability.

Remeasurements, comprising of actuarial gaine and losses arising from expenence
adjustments and changes in actuariul assumprions and the retamn on plan asscts
{excluding amount inchuded in net interest) are reflected immediately in the
consolidated stitement of fnancisl position with & charge or credit recognized in
ather eamprehensive income in the pediod in which they arise. Met interest is
caleulated by applying the discount rate at the beginning of the pesiod, taking
sccount of any changes in the net defined benefit liability ot asset during the
period as & result of contributions and benefit payments. Met interest is reported
as part of Finance Costs or Finnee Income sccount in the consolidated statement
of profit or loss.

Past service couts ane rung:ii:ndimmr.dhtdﬂ'n profit ot loss in the petod of &
plan amendment or curtailment.

Past-gompizyeens [gfimed Comiribatian Plas

A defined conmibution plan is a post-employment plan under which the Gooup
pays fixed contributions into an independent entity such ¢ social security system,
“The Group has no legal or consmmuctive obligations to pay further contrbutions
aftes papment of the fived contribution. The contrfhutions recognized in respoct
of defined contribution plans are expensed as they fall due. Lishikities xnd assens
miay be recognized if undexpapment o1 prepayment has securred and are induded
i curpent lisbilities or current asscts as they are normally of & shart-term aanre.
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) Comprmstid Absnes

Compensated absences are recognized for the pumber of paid leave days
fcluding holiday entitlement) remaining st the end of the reporting pericd. They
are included as part of Others under the Accounts Payable and Cither Linhilities
seaunt (see Note 16) in the consolidated statement of financial postion at the

. “uindisconnted amount that the Group expects to pay s & result of the unused

|:F|'|I|.Ih'l'|.ﬁ1.l.. h A il
221 Bomowing Costs :

Bormowing costs are recognized as ses in the pediod in which they are incuared,
uwp:mduum“muhqmum B-urmﬁ:l]gml‘.tfhllll:!dlﬂﬂ.‘ﬂ]‘
attributsble to the scquisiion, constraction or production of & qualifying asset

fie., an nsed that takes & substantal period of tme to get ready for it intended usc or
sale) are capitalived as part of cost of such asset. The capialization of bamowing costs
commences when expendirures for the asset and borrowing costs are heing incurred and
activities that ate necettary to prepare the asser for its intended use or sabs ame in
progress. Capitalization ceases when substantially all such sctivities aze compleee.

Investment income samed on the temporary investment of specific borrowings pending
their expendinue on qualifying assets is deducted from the boreowing coats eligthle for

22 Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and corrent
tax not secognized in other comprehensive income or disectly in equity, if any.

Current tx assets or current tax laldlitbes comprise those claims from, or oblgatioos o,
Bscal suthorities relating to the current or prior reporting period, that ave uncollected or
unpaid at the end of the reporting pedod. They are calealated using the tax mtes and
tax laws applicable to the fiscal periods 1o which they relate, based on the taxable profit
for the year. All changes to curment tax assets ar current tax liahilities are recognized s
& companent of tax expense in probe or loss.

Dieferred tax is accounted for using the liabdlity method, on temporary differences at the
end of the reporting period between the tax base of useets and Babilities and their
carrying amounts for Gnancial epotiing purposes. Under the labiliey method, with
certain exceptions, defemred tax Hahdlitles are recognized for all mxable remponacy
differences and deferred tax assels are recognized for all deductible temparary
differences and the camryforward of unused tax losses and unused tax exedits to the
extent that it is probahle that raxable profit will be available against which the deductble
temporary differences can be utilized. Unrecognized deferred tax assets are reassessed
at the end of each reporting pediod and are recognized to the extent that it has become

prohable that foture taxable profit will be available to allow such deferved tax assets 1o
be pecovensd

Defarred tax assers and daflerred rax Bahilities are measared ot the tax maes fhat are

-expected to apply i the pegiod when the asset is realized or the lability is sertled

provided such tax rates have been enncted or substantively enacted at the end of the
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The measurement of defesred tax liabifities and deferred tax assets seflects the tax
consequences that would follow from the manner in which the Group expeers, at ﬂ'lt |:nd
of the reporting pesiod, 1o recover oz settle the carrying amount of its assets and labiboes.

The carrying amount of deferred tax assets is reviewed at the end of each reporting
peiod and reduced to the extent that it is probable that sufficient taxable profit will be
available to allow all ar part of the deferred ax asset (o be ubkized. .

Moat changes in deferred tax assets or défered tax Habilities are recognized as o
component of tax cxpense in profit o lass, except to the extent that it selates to items
recognized in ather comprehensive income or directly in equity. In this case, the tax is
also recognised in ather comprebensive income ot dirsctly in equity, respectively.

Diefierred tax assers and deferred tax Babilitdes are offser if the Group has a bogally
enforceable dght to offset current tax assels sgainet curcent tax lishiities and the
defecred taxes relate to the same entity and the same taxation suthority.

225 Earings (Loss) Per Share

Earnings (Joss) per share is determined by dividing consolidated net profit (loss) by the
weighted sverage number of common shares issued and outstanding durng the year.

226 Evers After the Eod of the Reporting Period

Any post-year-end event that provides sddidanal information about the Group's
comsolidated financial position at the end of the reporting petod (adjustng event) 15
reflected in the consildated financial statements. Poat-year-end events that are nae
adjusting events, if any, are disclosed when matedsl o the consolidared financial
SATEMENIE, : -

- SIGHIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The prepamtion of the Group's consoldated fmancsl slalements i sccordance with
PFRS requircs management to make judgments and estimates that affect the amounts
reparted in the consolidated financial statements and related notes. Judgments and
estimates are contioually evaluated and are based on histonical expedence and athes
factars, including expectations of fumare events that ate believed to be reasonable under
the crcumatances. Actual resuls may uldmarely differ fiom these esmmares.

A0 Critical Management fodgments in Applying Acconnting Policies

In the process of applying the Group's scconnting palicies, management has made the
judgments discussed in the succeeding page, spart from those invalving estimation, which
bave the mest sgnificant effect on the amounta recognized in the consclidared fnancial
atatcments,
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Lespiirmeent of AFS Financial Asett

The determination when an investment is other-than-tempoeadly impaired requires
sipnificant judgment o making this judgment, the Group evaluates, among ather
factors, the duration and extent to which the fair vaboe of an investment is less than
jts coat, and the financial health of and near-term business autlook for the fvestes,
including Factors such as industry and sector performance, changes in technology
and operstional and fAnancing cash fows. Putue changes in those information and
cireummstance might significantly affect the carrping smount of the assets.

Allowance for impairenent losses on the Group's AFS financial assets amounts to
P150,281,764 as of December 31, 2006 and 2015 (see Mote ¥

()  Distinction betwesm Operating and Finanes Loases

e

The Group has entered nto varbons lease agreements cither as p lessor of letase.
Critical judgment was exercised by management to distnguish cach lease agreement
as sither an operating or finance lease by looking at the rransfer or retention of
significant dsk and rewsrds of cwnership af the properties covered by the
agreements. Failure to make the right judgment will result in eithes overstatement
or undarstatement of aseets and Bahilities. Management has determined that fs
current lease agreements are under operating leases.

Diietinetion berween Tnvertosm! Praperties and Owmir-scrupeed Propertiss

The Group determines whether & property qualifies as investment property. In
making its judgment, the Group considers whether the propesty generates cash
Bevars lacpely independent of the ather sssets held by an entity. Crwner-occupiesd
properties generate cash fows thar are attrbutable not enly to the property but also
to other asscts used in the production or supply procos.

Pacagniion of Provisions and Consingencies
Judpment is exercised by manspement to distinpuish the difference herween
provisions and contingencics. Folicies on recognition of provision and

conungencies are discussed in Note 2.15 and relevant disclosures are presented in
Mate 23.
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J02 Key Sources of HEstimarion Uncertainty

The following are: the key assumptions conceming the futane, and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant nsk of
causing & matenal sdjustment to the carrying amounts of assets and labilities within the

next seporting period:

(il

&

Erttmation of Usgfel Lives of Prepenty and Equipaens, Insextoent Properties and Compaiter
Software

The Group estimates the useful lives of propesty and equipment, investment
properties and computer sofrware based on the period over which the assers are
cxpected to be available for use. The estimated useful lives of propenty and
equipment, investment properties and computer software are reviewed pedodically
and are updaied if expectuons diffes from previous estumates due ro physical wear
and tear, technical and legal or other limit on the use of the assets.

The carrying smounts of property and equipment, investment properties and
computer soltware are analyzed in Notes 12, 1303 and 13.06, respectively. Based
on management's sssessment as at December 31, 2006 and 215, there i no change
in the estimated useful kves of property and equipment, investment properties and
computer softwane during those years. Actual results, however, may vary due to
changes in estimates brought shout by changes in factons mentioned above.,

Inpairmvent of Receivables

Allowance is made for specific snd groups of sccounts, wheze objective evidence of
emparment exise. The Group evaluates these accounts based on avaiable facts and
drcumatances, mchading, bat not Bemited o, the length of the Group's relytionship
with the counterparties, the counterparties’ current credit status, sverape age of
accounts, collection experience and historscal loss expedence. The

aud assumpuaons used in estmating foture cash flows are reviewed repularly by the
Group ta teduce sny differences between loss estimates and acrual loss experience.

The carrying value of receivables and the analysis of allowance for impairment on
such financisl assets are shown in Nate 10,

I aluation of Fimawcial Assets otber thaw Receinables

The Group cardes cortain financial sssets at fair value, which requires the sxtenstve
use of accounting estimates and judgment. Significant components of faiz value
measussment wer detcmined using verd fiasble objective evidence such as fareign
!r:dm_-.n_g: mates, interest rates, and valatility rates, Howewer, the amount of chanpes
in fair value would differ if the Group unlzed different valuation methods and
sssumpbons. Any change in fair value of these financial assets would affect the
consolidated profic and loss and other comprehensive incame. In 2016 and 2015,

mast of the Groap's financial sssets measured st fair value are valued using price
quoted i an sctive market

The carrping values of the Group's financial assers at FYTPL and AFS financial
assats und the amount of fair value changes recogmized during the years oo those

mpasrs ave Auselonad i Ki_c.. n L]
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Dettrmining Roalizoble Amasunt of Deferred Tave Assets

The Group reviews its deferred tax assets at the end of each reparting perod and
reduces the carrying amount to the extent that it i no longer probable that
sullicient taxable profit will be available to allow 21l or pazt of the deferred tax assets
to be utilized. The carrying values of recognived and vicecognized deferred tax
aagers &g of December 31, 2016 and 2015 are disclosed in Nowe 21,

lenpairmunt of Mos-finamcal et

In asseasing impalrment, management estimates the recoverable amount of cach aaset
or & cash-genenating unit based on expected future cash flows and uses an intenest rate
to calculate the present value of those cash flows, Estmation uncertainty relates to
assumplions about future operating results and the determination of a suitable
discoumnt miz -|:I|EI! Tote 2.1 1} Thm.gl] mn.l.!:mr_nl'hrlinrﬂ that the l:nl.u11|:|-1.l-|:'|rl.t
used in the estimation of fie values refllected in the consolidated financial sratementy
are appropnate and reasonable, sipnificant changes in these assumptions nay
mateially affect the assessment of recoverable values and any resulting impairment
loss eould have & material advense effect an the results af operations.

Mo impaioneat loss on non-Enancial assers was recognized in 2016, 2013 and 2014,

 adwation of Post-snaplgpment Dhfined Benafit O'blipation

The determination of the Group's post-employment defined benefit ahbigation is
dependent cn the selection of certain assurnptions used by acmaries in caloulating
such amounts. These assumptions include, among others, discount rates and salary
increase rate. A significant change in any of thess scmarisl sssnmptions may
genemlly affect the recognized expense, ather comprehensive income orloases and
the carsying amount of the post-cmployment benefis obligation in the next
reparting period

The amoants af post-employment defined benefit obligation and expense and an
analysis of the movemants in the estimated present value of post-employment
benefir, as well as the significant mumplm-nt uged in estimating such obligation are
presented in Mo 18,02

Fair T ales Meaisorenens for Imvestuent Propertier

The Group's investment propestics are composed of condominium units cazmied at
cost at the end of the reparting periad. The fair value of investment propertes, o
disclosed in Note 13.03, 15 determined by reference 1o markes-based evidence,
which is the amaunt for which the assets could be exchanged between a
knowledgeable willing buyer and seller in an amm's length wansaction as at the
valuation date. Such amount is influenced by different factors including the
locarion and specific charactedistics of the property (e.g., size, features, and
capacity], quannty of comparahle properties availahle in the marker, and coonomic
condition and behaviour of the buying partes. A significant change in these
elements may affect poces and the value of the assels.
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4. RISK MAMNAGEMENT OBJECTIVES AND POLICIES

The Gronp is exposed o a variety of financial risks in relation to its financial instraments.
The risk management activities at the level of each company in the Group i coordinated
with the Parent Company, in close cooperation with its BOD, and focuses on sctively
secuzing the Group's short-to-medivm-term cash flows by minimizing the cxposure to
financial markets. Long-tetm financial investments are managed to generate lasnng
TEfTHE.

The most significant Gnancial deks to which the Group is exposed 1o are described below
and in the succeeding pages.

4.8 Fareresr Rare Rizk

Tive table bebow illstrates the sengitivity of the Group's profit before tax and equity to 2
seasonably possible change in the Group's interest-bearing loans and borrowings' interest
mates of +/- 1.11% in 2016 and + /- (.78% in 2015, These changes are considered to be
reasonably possible hesed on obeervation of carrent market conditions. The calculatons
arc based on & change in the averags market interest rate for each period, and the fAnancial
knstruments hebd at the end of each reporting peocd that are sensitive to changes in
intecest rates. All ather variables are held constant.

Pusltive MNegative
Change e Change

2016 { +/- 1.11% ) ' P 38,312,600 (P 38,12, 600

2015 { +/-0.78% ) 161,086 | 22,161,086)

i

4.02 Forergs Currency Risk

Forcign currency risk arises mainly from potential losses from the changes m the
exchange mtes of the Group's foreign cummency-dencminated assets.

The Group seeks to mitigate the effect of its foresgn currency exposuce by Lmiting its
foreign cumency transactions to the extent possible. The Group does not entex into
foraard contracts ar hedging transactions,

The Greoup's United States (U8) dollar-denominated financial instrements pertain only
b cash in banks, translated into Philippine pesos at the closing rates, amounting to
P186,451 and P120,046 in 2016 and 2015, respectvely.

The exchange rates used was P49.813:U5§1 and P47.166:U551 as of December 31, 2016
and 2015, respectively. '

The Group's exposures to changes in foreign exchange rates differ at vadous penods
each year, depending on foreign exchange transaction volumes. Manetheless, the
managemnent believes that the Group's expesare to foreign exchange nsk is not matenal
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.08 Credit Risk

Credit sk is the dak that & counterparty may fail to discharge an obligation to the Group,
ﬂmﬁnmphﬂpnuﬂmdmmkfmumufm.umlmmn.fmmMthr

granting loans and recebvabies to costamers and placing deposits.

The Grouwp continuously monitors defuules of customers and other counterpartes,
identified either mdividually ur by group, and incopotes this information into its credit
rizk contrals, The Group’s pelicy i to deal only with creditworthy covnterparties. In
sddition, for 3 significant propomion of sales, advance pryments are received o mitigane
credit risk.

Crenerully, the maximam coedit risk exposaes of Gnancil aseets is the carrying amount
of the financial assets &5 shown in the consolidared statements of financial position

(ot in the detailed analysis provided in the notes to consolidated Enancial smrements) as
sammaried heloo.

IMotes 206 25
Cash 7 P TIMOEM P 119556641
Receivables = nct 10 2276624250 1788700612

P L3540 E_L2EZG0.200

The credit sk for cash is considered negligible since the counterpartics are reputable
banks with high quality external credit ratings. Cash in banks are ingured by the
Philippine Deposit Insurance Corporation up to 8 maximum coverape of F500,000 for
every depasitar per banking institotion.

The tbles below show the eredir quality by class of financial assits a8 of Decerber 31,
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High Grade erediz quality pertaing 1o financial assers with insignificant dsk of default
based ¢ * histonical expenience. On the ather hand, Standard Grade credit quality pertaing
to finarzal assets not belonging to High Grade credit quality financial assets but does not
exhibit any default or possible impaiment.

Cartain recedvables of the Group are partially secured by bomowens® collaterals and
custamers’ shares of stock traded in the PSE that aze held by the Group, Other Bnancial
assets are not secured by collateral or ather credit enhancements,

Management believes that the amount of past due but not individually impaired.
seceivables are still recoverahle as the Group's management has regular communication
with the debiors for the sentlement of the reecivables. In respect of recetvahles, the
Group is not exposed to any significant credit risk exposure to any group of
counterpartics having similas characteristics; however, the Group is exposed to significant
exedit nak exposute to & numbesr of counterparties due to significance of sutstanding
receivables from these countesparties, Mevertheless, the Group's managemen: does not
consider the dsks to be probable since, based on histodcal information about
counterpartics’ defyult rares and payment history, mansgement considers the eredit
quality of receivables that are not past due ar impaired to be good.

404 Liguidiey Risk

The Group manages its liquidity needs by carefully monitoring scheduled debt servicing
payments for long-term financial liabflities as well as cash outflows due in a day-ro-day
business. Liquidity nceds are monstored in various time bands, on & day-1o-day and
week-to-week basls, as well 55 on the basis of 4 salling 30-day projection. Long-term
Bquidity neads for 4 six-month und one-year pesiod are identified monthly,

The: Group maintaing cash to mest in liquidity requirements for up to 60-day pedods.
Excess cash are invested in time deposits, mutval funds or short-term marketable
sccunties. Funding for long-term liquidity needs is addiionally secured by the Group's
ability to sell long-term fnancial asseis.
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As at December 31, 2016 and 2015, the Group's financial kabilitics have contrsctual
matudtes which are presented below.
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The sbove contractual matusities reflect the gross cash Bows, which may differ from the
carrying values of the nancial Habilitics at the cod of the reporting period.
4.08 Ouher Marker Price K. &

The Giraup's market price dak srises from bts Investments carried at fuir vakue °
(Anancial assets st FVTPL and AFS Bnancial assees). 1t manapes 1ts nsk ansing from
changes in market poce by monitorng the changes in the market poce of the

IfveErmEn

The obscrved volatility mates using standard deviation of the fair values of the Group's
investmients held ar fair valne and their impact on the Groop's net profit and other
comprehensve income as of December 31, 2006 and 2015 are summanzed as follows:
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The investments in listed equity securities (classified as AFS financial assets) are
conaidered bang term, strategic investments. In accardsnce with the Group’s policies, no
specific hedging activities are undertaken in relition to these imvestments.

The volatility rates of investment in golf chab shates wese not presented a3 of

Decersher 31, 2016 and 2015 since the impact of these volatility rates using standard
deviation of the golf chab shares on the consolidated other comprehensive income would
not be dgnificant.

AND FINAMCIAL LIABILITTES

S01 Cacrying Amounts aond Faie Values by Caregary

The ca

. CATEGORIES, OFFSETTING AND FATR VALUES OF FINANCIAL ASSETS

rrying amounts and fair values of the categories of fnancial assets and financal

liabilities presented in the consolidated statements of financial position are shown below.
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5.02 CMfkerting of Financial Assers and Financial Liabilitics

The

of Bnancual poston are subject to offsetung agreement:
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following financial assets with net amounts presented in the consolidated statements
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Certain amounts of ASC's due from costomess are pet-0ff with certiin amounts of its due to
customers, As agreed between the Parcnt Company and the ASC's directors and key
officers in sn offseing armngement between the concemed paztics, any amounts due from
the directoss and ley afficers (which are included as part of Doe from Customers in the
consolidated statements of financisl position) arising from trading transactions will be offset
aguinet the related smoant of due to customers hat is payable to the Pazent Company.

For financial assets und financial liahdlitics subject to enforcesble master netnng agreements
o similar arrangéments, esch agreement between ASC and its costomers allows for net
sertlement of the relevant financial asscts and Gnancial Habilities when both elect to settle
o o et bagid,

“Theze were o oiher fnancial assets and fAnancial labibties set-off i 2016 and 2015 other
than the receivables from clearing house and amounts duc to customen.

Cuorently, other Anancial assets and financial liabilises are settled on a gross basis; however,
each party to the financial instrument, partcalasly related pactics, will have the option to
settle all such amounts on 4 net bagds in the event of defanlt of the other party through
approval of both parties.

5.00 Fair Value Fierarchy

In sccordance with PFRS 13, Fair IFatw Meanruen, the faic vale of financial assees and
fnancial lshilities and non-financial assers, which are measured at fuir value on a
recurring of non-recurring basis and those assers and labiktes not measured at fair value
but for which faix value is disclosed in accondance with othes relevant PFRS, are
eategatized into three levels based on the significance of inputs used to measure the fair
value. The faic value hierarchy bas the following leveks:

&  Level 1: quoted prices (unadjusted) bn active markees for identical assets or hiabilities
that an entity can sccess at the measurement date;

¢  Level 2 inpurs ather than quoted prices included within Level 1 that are observable
for the asset ot bability, either duectly {Le., as prices) or indirectly (L., derived from
prices); and,

»  Level % inputs for the asset or Bability that are not based on observable market dam
{unobservable mputs).

The level within which the asser or liahility is classified is determined based on the lowest
level of significant inpat ta the fair value measurement

For purposes of detesmining the market value at Level 1, & market ks reparded as active if
quoted peces ane pcadily and regulacly avadable from an exchange, dealer, broker, industry
group, pocing service, or repulatary agency, and thase prices represent scmial and
regulacly occurring market transactions on a0 aom's leapth basis,
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504 Financial Fasrrumens Measared ac Faie Valoe

The tables below show the Faic vahse hierarchy of the Group's clusses of financial arsers
and financisl ishilities measared at fair value in the consolidated statements of financial
position on a recarnng basis as of December 31, 2006 and 20135

— Lol _leveld _Leveld Toml
Dhecsranbas 31, 2016

Fisancial sserin 1 FVTFL P oYMETMIT - rF - L Tec TR

AFS Baaneiil nsey LA GO e AIFRLERD)
EAMLMET E Sl E- _ L5661

Dpoombae §1, HIES

Plaaccil aspeny at FVTFL F HLIsSI P - P E P75 068513

AFS fnamal anets LMEINES 6230000 . _235%180003

EAOAIOMT S B S2S0000 E . EAGGRJAZARE

All financial insrruments classified as AFS financial sssets amounting o P2,383,449,331
and P2 346,030,985 a5 of December 31, 2016 and 2015, respectively, are classified as
Level 1, while golf club sharcs amountng to P6,180,000 and P6,250 000 as of

Diecember 31, 2016 and 2015, respectively, are classified as Level 2 in fair value hiezarchy.
Tnvestments in unquoted equity securities amounting to 158,630,599, with allowance for
impafrment of P150,281,764, both in 2016 and 2015, which are measured at cost because

the fair value cannot be reliably measured, are not included in the faic value hicrarchy (sec
Mote 9).

There were no Bnancial Babilities measured at fair valoe as of Decembes 31, 2016 and 2015,

These were neither rranafers berween Levels 1 and 2 nor changes in Level 3 iupm::ntin
bath years.

0% Financial fnsrruments Measured ar Amartieed Cost for which Faie Valoe &
Dusclosed

The tables bebow and in the succeeding page summasize the fair value hiesarchy of the
Group's Gnancial sssets and financial liabalities which are not measured ar fair value in the
consalidated statements of financial position but for which fair value is disclosed.
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—derell  _ lewel2 = Leweld  Toml

Decambseg 31, 3045
Friassas sovis
Casls P 119555 641 P - P x o119 558 841
Hecevablen - net - A DL IEA O AN 1 TRE AT
ELSSSEbdl P ELTSAI062 P 1L08266I5
Finansal Sabibsior
Indcceis-beating boans and nn Skt
¥ N P ’ i Him M m
I}MT*FM - HI T, TR 201 307,185
Actousts payable and
odher Babilines 2 . 100.000,5K5 100,000,585

| SNSRI SC— AL RLLY IR TR VAR

For cash, with fair valoe included in Level 1, fair value is based on unadjusted quoted
amount from the counterparty banks.

The Fair vabees of the fAnancial assets and Goancial liabilites inchoded in Level 3 abave,
which are not traded in an active market §s determined by reference 1o the current market
value of another instrument, which is subsmandally the same after taking into account the
rebated credit risk of counterparties, ot is caleulated based on the expected cash fows of
the undedying net assct base of the instrument.

When the Geoup uses valsation technique, it maximizes the use of observable market
data where it is available and rely as linle as possible on entity specific estimares. 1fall
significans inputs requiced 1o determine the faiz valoe of an instmament are observable, the
instrument is incladed in Level 2. Coherwise, it is ineluded in Level 3.

500 Fair Valne Measurcment of Non-financial Asscis

The macket value of the Group's investment propetties, which consist of condominium
units, anzounts to P3AA2T 000 and P59,969 500 a5 of December 3, 2006 and 2015,
respectively, based on the market companable approach that reflects recent transsction

prices for semitlar propesties and adjacent properties,

The Level 3 fair value of the condomininm units was derived using the observable recent
prices of the reference propenies and were adjusted for diffesences in key aitributes such
a5 propenty size, roning, and accessibility. The most dgnificant input ints this valuation
approach is the poce pez square meter; hence, the higher the poce pex squane meser, the
highes the fas value of the properties {see Noge 13.03),



_.-.—.—-.—.——_—--.—.----—-_—----ﬁi

6. SEGMENT REPORTING

The Crroup's operating businesses are organized and mansged sepanarely accarding to the
aahare of products and services provided, with each segment representing & strategic
business unit that offers different products and serves diffesent markers.

The Group 1s orpanized into the following business sepments:

(a)  Securities brokerage — handles buying and selling of shares of stock, bonds and othes
m:.lli‘lhﬁ [l

(8 Insestwvent hamking — provides sezvices which inchude underwriting of financial
instruments and management fees from fnancal and management advisory

BEPTiCEL.

(o) Leasing and sthers - includes Jeasing of condominium units and other scgment
activities, none of which eonstinute o separately repartable sepment.

Transactions between the business segments are on nomal comemercial terms and
condigons.

Funds are ardinarily allocated between segments, resolting in fanding cost transfers
disclosed in operating income. Interest charged for these funds ranges from 5.00% o
T00%: in 2016 and 4.50%% ta 7.00% i 2015 {see Mote 14).

Inter-segment revenises and expenses also inclade rentals from the operating leases on

condomindumn units managed by certain segments. There are no othes matemal items of
moome ar expense hetween the business segments.

Segment assers and liabilies comprise operating assets and liabilities including items such
35 faxaton and borrowings.
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The tables below

3 -

present revenue and profit information regreding industry segments for

the yeazs ended December 31, 2006, 2015 and 2014 and certain assets and labiliies
information regarding industry segments as at December 31, 2016, 2015 and 2014,
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7. CASH
‘This account inchades the following:
o a5
Cash in banks P OTIAN2EY P 119,470,020
Cash on hand — 86621 56601

B_71.912.874 1122556641

The Group maintains a special reserve bank sccount with # local bank in compliance with
the Securities Regulstion Code in relatdion to the securities brokerage business of the
Group. The bank sccount has an unrestricted balance of P1,339,758 and P46, 422,941 as
of Decermbes 11, 2016 and 2015, respectivaly.

Foreign cumency-denominated eagh amounts to P186,451 (US§3,743) and P129,046
[U.‘;.{EE:']'EE} as of December 31, 2006 and 2015, respectively.

Cash in banks generally earn interest based on daily bank deposiz rates (see Nose 20.01).

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS5

The Group's Enandial assets at FVTPL are composed of equity securities with & total fake
value amounting to P970,057,383 and P715;166,513 as of December 31, 2006 and 2015,
respecirvely.

uity secutities include investments in shares of sock of publicly-histed enttics which
are held solely for tading purposes. These shases are carsied at fair value as determined
directly by reference 1o published price quoted in an sctive marker and are classified
under Level 1 in the fair value hierarchy (see Mote 5.03). For investments in shares of
stock of publicly-listed entities, which are suspended for trading as of the end of the
reporting pedad, the last transacted proce before the suspension was used in the
deteomanation of theis fair value.

The net gain oo sale of financial essets at FVTPL amounted to P57,747 281 in 2016,
P45.515.945 in 2045 and P78 766 959 in 2014, These are peesented as part of Gain on

Jale of Investments under the Finance Income sceount in the consolidated statements of
profit or boss (see Mote 2001).

The Group recognized changes in fair value of Gnancial assets at FVTPL amounting w a
gain of DTO 475 TT8 in 2016 and P30,491,273 ia 2015, and lods of P20,727,691 in 2014,
These are presented as part of Finsnce Income of Finance Coss in the consobidarsd
sratements of profit or loss (sce Notes 20001 and 20.02),
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9. AVAILABLE-FOR-SALE FINAMCIAL ASSETS
APS fnancial assets pertain to the shares of stock in the following corpomtons:
B | | N . || - T

At fuir vahae:
RCOR P 23440311 P2 344 530 585
PLC - 1,600,000
COAL - + BOOA00
Oithers - club shares 6180000 6250000
_LIN0.600.33 2353180085
At cost
Universal Rightfield Properties (URF) 144,910,130 144,910,130
Metra Pacific Corparation (MPC) 10,697 669 10,607 660
Philsppine Cenizal Depdaitory (PCD) 22,800 22,800
Others - e P00 300,000
158,630,509 - 158630500
Allowance for impairment (—180.281.764) (_150.281.764)

— BMMB385 _ BJ4B835
E2STLIIRNGE  Do001.020.820

The movements of AFS financial assets aze as follows:

—Dote 2016 205
Balunce at beginning of year P 2361520820 P2 664, TT0691
Addimons 13,162,250 56213419
Disposals . { 105,766, 262) (184 B27 (34
Realized fair value guing
transferred to profit or loas 20001 92425,144) (  98,921,767)
Unirealized fuir vabus guing
(loases) = net — AHATIINZ (__ TITO54ED)
Balance at end of peas EL3TN8.068 EILI61.529.820
Other AFS Anancial assets pertain to proprictary membership in golf and country club
shares.

Thae fait vabues of the listed oquity securities weze detesmined directly by reference 1o
cquoted prces published by the PSE and are classified under Level 1 in the fair valoe
hierarchy (see Mote 5.03). On the ather hand, the fair values of the club shares were
determined using the prices published by an SEC-registered clob share heoker.

lnvestments in URP and PCD, publicly listed companies, whose shazes are suspended for
teacling, were valued at total cost amounting o 144,932,930, and were fully provided
with sllowance for impalment.
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Fair value grins on AFS financial sssets amoonting to P221,477,502 in 2016, and fade
value losses amounting to F75,705 489 and P15,959,758 in 2015 and 2014, respectvely,
arc presented in the consolidated statements of comprebensive income as items thar will
be rechusifed subsequently to profit or loss. Accosdingly, a8 a sesult of investment
disposals, the cumulative fair value gaing amounting to PO2.425,144, P9E,921,767 and
F317,333,803 in 2016, 2015 and 2014, respectively, were realized and rechsified from
equiry and are incladed as part of Gain on sale of investments under the Finance Incame
account in the consolidated smtements of profit or loss (ses Nate 20.01).

Met camulative fir value changes on AFS financial assets amount to P1.981 220,578 and
P1,852168.220 a5 of Decamber 31, 2016 and 2015, respectively, and are presented a5 part
of the Revahution Reserves acconnt in the consolidated statements of Gnancial position
(see Motz 17.02).

10, RECEIVABLES

The hreakdawn of this sceount e as follows:

Dotcs .11 | T 1.} I

Customens/broken 10,02 F 1518388781 P 098925141
Equity margin boans 10 631,010,178 631,100,575
Acconnts neccivable 10,03,
_ 11.02 184,470,524 184,350,448
Motes receivabiles 1ikicd 77,588,266 T9.519,134
Interest recetvables 10,04 G5, 141,630 65,141,629
Management fees 1101 42,500,000 - 34,000,000
Drae framn clearing house 5,02 37,830,941 67,776,025
Oithers 11.03 922665 12272 1%
2 565,950,355 207303515
Allowance for impairment {—289.326.100) (__ 284.326103)

L 276624252 E_1JBATN9612

A reconciliation of the allowance for impairment at the heginning and end of 2016 and
2015 is ehown beloor,

~Hote_ 2016 2015
Balance at bepinning of year P o284 326103 P 284409762
Impairmeat losses 0,02 5,000, 0040 -
Wate-off . ( 83.659)
Balance at end of year ER326008 P 284326103

The matity profile of the Group's receivables b as follows:

Within one year PLARD 926,281 P 999921 243
Beyond one year but less than five yeas  __TRAE97.971  _7BB.788.360
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All receivables of the Group have been reviewed for indications of impairment.
Management believes thar the allvwance for impairment is adequate 1o cover any losses
from i recervables. The Group is in constant communication with the debtars far the
senlement of the receivables. However, the Group has written-off cemain doe from
customens’ accounts amounting to PE3,659 in 2015 (ndl in 2016), wherein collection can
0o bonges be reasonably expected, notwithstanding the effonts of the managesent to do

0.
0.0 Equity Margin Loans

Effective January 1, 2007 and until the Group's BOD reverses the resolution,
management decded 1o stop recognizing interest on equity margin loans by virtue of a
board resatution after the Growp received requests from its costomers for @ mosstonam
o iaterest charges on equity margin loans. These receivables are secured by certain
markctable shares of stock (pledged by cermin costomerns) with & ol marker value of
P617,201,132 and P599 312,276 as of December 51, 2006 and 2015, respectively.

- NLA2 Due from o Castomers

D from/ b0 customers pertain to outstanding receivable from /payable o costomers and
birakess eelated to the Group's secuntes tading ransactions and are nomally sertled
within three days from transacrion date. Receivables are subjected 1o impaioment testing
baged on the present value of the estimated futare cash flows.

1003 Accounis Recefvabile

Accounts reccivahle include a recebvable from Kestrel Resources Philippines, Inc. (Kestrel),
a third pasty engaged in purchasing receivables, amauntdng o P102,467 026 and
104,467 026 as of December 31, 2016 and 2015, respectively, which azose from an
Assignment of Recetvables Agreement executed betwreen the Group and Kestrel an

Apal 12, 2002, Undex the agneement, the amount collected by Kesmel, indluding sccrued
interess, shall be payable 1o the Group on or before December 31, 2006, which date was
subsequently extended to Decemnber 31, 2017, These receivables represent the balance of
an equity masgin bean of a previous customer after deducting a partial settlement through
dacton eu page arrangement, wherehy the original debitor transferred to the Group cestain
condominium units valued at P65,280,000 (see Mot 13.03). Under the terms of the
assignment, Kestrel granis the Group a call option on all but not part of the receivables,
meluding uncollected but accrued ezmings, which have not been colleered at the time af
the exercise of the call option. The call option i exercisable by the Group any tme priar
te Movember 30, 2006, which was not excecised by the Group in 2016, The exercise price
of the call option is equal 1o the uncollected principal of the teceivables. The partion of the
seceivables sbready collected priar to the exescise of the call option shall constitute the

remaining obligation of Feswmel to the Group, which is payable on ar hefore Diecember 31,
2017, The eall option s considered closcly related o its host contract since the exercise

peice on cach exercise date is equivalent o the carrying amount of the host contract.
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Management i confident thar the receivables will be realized and Keastoel will eventually
bee ahle to settle its obligutions. The (roup's management also estimated that the
proceeds of the receivables including interest and other charpes will be sufficient o
recover the carrying amount of the receivables. Impairment loss amounting to
5,000,000 and 710,000,000 (il in 2015) was recognized in 2016 and 2014, respectively,
and 15 recarded as past of Finance Income (Cost) in the 2016 and 2014 consolidated
statements of profit or loss (see Note 20.02). As of December 3, 2016 and 2015, the
Company has provided allowrance for impairment an recevable from Kestrel maling
40,000,000 and P35 000,000, respectively. The Company callected 2,000,000 and
P9.552 856 in 2016 and 2015, respeciively, on these receivables.

00 Mares and Taterest Recefrables

Mates and interest receivables represent unsecured outsranding claims from an individual,
which are due upon demand,

. RELATED PARTY TRANSACTIONS

The summary of the Group's sigmificant ll'l-l'll-i.'-l.‘l-n'-l'l-l- with lts related parties as of and for |
the years ended December 31, 2006, 2015 and 2014 is as follows:
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All recelvables from related parties have been reviewed for indications of impairment.

Based on management's sssessment, no mmpairment losses aze required to be recopnazed
on these receivables at the end of each reporting period.

1101 Management Fees

The Group exms management fees from Philippine Gaming Management Corporation
(PGMC), an entity under common key management personnel, by vire of the

Management Services Agreement (the Agreement) between the Parent Company and
PGMC,

Management fees smounted to P40,000,000 far 2016, 2015 and 2014 are presented s
Management Fees in the consolidated stntements of profit or loss. Management fees
recervable amouats to P42,500,000 and P'34,000,000 as of December 31, 2016 and 2015,
regpectively, and are unsecused, noninterest-bearng and payable in cash upon demand.
These eeecivables ane presented as part of Receivables in the consolidated statements of
fnancial position (sce Note 10),



1102 Granting of Advances

The Group grants unsecured Joans to employecs with inferest rates ranging from 6.00%
to 1206 in 2016 and 2015, respectively. Receivables from employees as of December
3, 2006 and 2015 amount to P1171,418 and P6,023,220, respectively. These aze
presented a3 part of Accounts Receivables under the Receivables sccount i the
consolidated statements of Goancial position (see Mots 10.03).

1103 Lease of Propertics

The Group has a lease agrecment with Besjays Piezs Philippines, Inc. (BPPI), a related
party under common key management personnel, covering certain office spaces. Rent
income recognized by the from this transaction amounted to P1458 915 in 2015
and 1,362,485 in 2014 (il in 2016}, and is included as pact of Others under the Incame
section in the consolidaced staternents of profit or boss. The outstanding receivable from
this transaction amounts to P2,248 469 as of December 31, 2015 (nil as of December 31,
2016), and is included as part of Others under the Reccivables account in the consolidated
statements of financal position (see Note 10). The outstanding balance of receivahle from
BPPI &5 unsecased, non-inrerest beanng and collectble 1n cash upon dermand.

IL04 Key Mamagement Fersannel Compensation

Short-term benefits to key management personnel amounted 1o P21, 172267,
P19.247 367 and P21 874,643 in 2016, 2015, and 2004, respectively.
PROPERTY AND EQUIPMENT

The groes carrying ameunts and sceumulated depreciation and amortizaton of property
and equipment, at the beginning and end of 2016 and 2015 are shown below.
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A reconciliston of the carrying amownts af the beginning and end of 20016 and 2015, of
propery and equipment is shown below.
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As of December 31, 2016 and 2015, the cost of fully-depreciated assets thar are sill need
by the Group amaounts to 76,198,333,

13. OTHER ASSETS
The hreakdown of this secount is as follows:

Creditable withhalding taxes 1302 P 108,583,958 P 101,661,253
Goodwill 13.01 84,584 951 B4 584,951
Deferred odl explaration costs 13.04 15,418,003 15,418,003
‘Trading right* 13.05 1408000 1,408,000
Prepayments 384,458 831,789
Investment properties = net 13,03 - © 1,382,528
Chthers 1303 9486706 3497618
219,866,134 208, 784,142
Allowance fos impairment
of goodwill ( 49260,506) (  49,260,596)

Allswanss for non-recoverability
af deferred ol explonation

costs | (15418003 (15418003

E 1S5J87.507 B 144105543
3.8 Groadwill

Goodwill arose from ACIC's acquisiton of a portion of ASC's equity, which pertains s
ﬂlnﬂpwt-?d ayncagy fom s stock brokenage business. ACIC's scquisition cost is higher
than the fair value of the net assets scquired from ASC. Tt is subject to snnual
impairment testing and wheneves there is an indication of impaizment. Based an the
asscsament of the Gooup's management. ASCTe confinned nenfilahilive ndicnind shas an
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| 1302 Creditable Wichhalding Taxes

This account reptetents accumulated incame tax credits of the Group that remained
wiapphicd a3 of December 31, 2016 and 2015, These income tax ceadice will be appled
against fomare income tax lishilities.

13,07 Investment Propertics

The guoss carrybng amounts and accumukbed depreciation and lmpairment losses of
imvestment properties at the beginning and end of 2016 and 2015 are shown below.

December 31, Diecember 31, Junaary 1,
a1t 2015 2015
Coat P TOEMIATZ P T22B0000 P 73260,000
Accomulsted depreciation  {  69,0027M) (  6R0027M) ([ 68377.5%)
Accamulated bmpalrement
loupes (o LEMATH) (_ _ LBO0467H) ( 1ED4.G7H)
blet carrying amncunt Pt Pl JAZS28 E__2000IX

A reconcliation of the carrying amouants at the bepinning and end of 2016 and 2015 of
investment propenties is shown below.

Diecember 31, Dlecembaes 31, anuary'1,
Mk 203 —_—

Balance at beginning of yesr,

met of accomulated

depreciation and

smpatzment losses F 1LMLEM P 20077 P 4431180
Reclassification i 1,382 57H) . .
Diepeeciation for the year - ( _£25,199) {—4.403.424)
Balance a1 end of pear, net of

secumulsed depreciaton

and impairment losses P P_ 132538 PE_ZO0LI26
There are no direct aperaring expenses incurred for the mvestment properties.

The Group's investment properties consist mosty of eondomininm units. These
condominium units located in Masupgbu and Batulao, Batangas weze soquired and
capitalized by the Group as a result of the dacion cn pago arnangement with » majos
custamer in exchange for a parial setdement of the latter's loans (see Mote 10.03).

As of December 31, 2016 and 2015, the cost of fullp-deprecmted investment properties
that arc still held by the Group for capital appreciation amounts to T65,280,000, afrer
consideration of the related allowance for impairment losses of P1,804,678.

The tatal estimared fair valoes of the investment propertics based on the latest available

appraisal repart obtained by the Greoap amounted to P58,827,000 and P59 969,500 as of
Drecember 31, 2016 and 2015, respectively (sce Mote C06).
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13,04 Deferred O6l Explacation Coses

Deferred oil explorstion costs represent mainly of costs and related expenses incurred in
connection with the Group's participation in the explorton of oil undes GSHC-57. The
Group believes that, while the resolt of the explosation of the first well indicated that the
ares covered by the first well may no longer be viable, the potential of the remaining areas
is saill untested and, thus, futuze prospects and leads semain valid. In this regard, the
consoetium spplied for ite third Non-Exclusive Geophysical Permit which was approved
by the Depactroent of Energy on October 31, 1995, The Group's management asserts
that the project is sill visble and no wrte-offs have been made by the praject proponents.
Monetheless, a full allowance for poasible non-recoverability of deferred exploranon cost
i prosided, .

13,05 Trading Right

Trading right is assessed as having an indefinite wseful life and is carried at cost less
accumulated impalrment Joss. It is rested anmually for impakrment by eomparing its
recoverabls amount, and recognizing any excess of the carrying amount over the
recoverable amount as an impairment Joss.

As centified by the PSE, the last transacted price of an exchange rght is PE,500,000,
which was recorded on Decembez 14, 2011; benee, based from the comparison of the
eading right's carrying amoant of i 408,000 as of December 31, 2016, and the
recoverable amount, the Group's trading dght is not impaired.

15,08 Comypnrter Softwane

The gross cacrying amounts and accumulated amaortization at the beginning and end
of 2016 and 3015 are shown below.

Dhecembier 31, Diecemnber 31, jl-ﬂ-ﬂl'" 1,
o 1 1 o) L v k]
Cost P LI LT I 133 7 133830
AroueEia e emooeatios | BGESAEN (___1ERAN) {__1A140.750)
Het cazrying smous | A S— E = E FALET L

A seconcilintion of the carrying amounts at the beginning and end of 2016 and 2015 of
compuier software is shown below.

Dircwmher 31, Diecember 31, Jamaary 1,
2046 2015 — s

Malunce 42 hegiening of yea,

pst of mecumulated

BMOATERAN0N P - " LT I S50, 228
Auwitization o the pea 2 ( 225N ( ———410.435)
Bialamce st end of pear,

et Bl sesamiited

i | . B : e 330574

As of December 31, 2016 and 2015, the computer software has been fully amortized but
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1. INTEREST-HEARING LOANS AND BORROWINGS

As of December 31, this account consists of:

206 2015

Motes payabile P 3391593736 P 2791031353
Bank loans 60000000 30133471

PR RLI BRI R SRR R

Haotes payable represents short-term unsecured loans from various funders beanng
annual interedt af rates ranging from 5.00% to 7.00%, 4.50% 1o T00% and 5.00% o
T.00% in 2016, 2015 and 2014, respectively.

The fair values of long-tesm financial Lishilities, if any, have been determined by
caleulating their present valoes at the consolidated statements of Brandal posinon date
using fved effective market intesest mies applicable to the Group. Mo fair value changes
have been included in the consolidated statements of profit or loss as Goancial liabilities
are carded at amsortized cost in the consolidated statements of Anancial positon.

The Group's interest bearing loans and borrowings have contractual maturites due within
aoe year from the end of each reporting date.

Interest expense pestaining to thess inrerest-beating loans and bomowings, which i
presented as part of the Pinance Coars sccount in the consolidared statements of profit ar
boas, wonounted to P217 402 584, 1184 080 391 and 184,403,786 i 2016, 2015 and 2014,
respectively, with related sccmued interests of 719,640,191 and P16,812,139, a5 of
December 31, 2016 and 3015, respectively, which are presented as part of Acepunes
payable and accoued cxpenses under the Accounts Payable and Other Lishilities account
in the consolidated statements of financial position (see Notes 16 and 20.02).

. DIE TO CIISTOMERS

Due 1o customers arise from the Group's securities brokerge activities. These are
normally settled within three days after the respective tading dates and ace all
nomnierest-beanng. Management conslders the canrying amousus recognized in the
consalidated srarements of financial position to be the reasonable approximation of their
fuir values, Outstanding balance as of December 31, 2016 and 2015 amounted to
P185.916,065 and P201,317,786, respectively.
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16, ACCOUNTS PAYABLE AND OTHER LIABILITIES

1.

Thas account conssts of:

Jdates 2016 205

Accounts payahle and

sccrued expenses 14 P 14831628 F 96915761
Past-conployment defined

benefit obligation 18.02 ¥7.503% 980 13129473
Withhaldsng and other

taxes payable 18,001,800 13,626,079
Dividend payable 191358 28,347
Qthers -~ 10,120,121 1146477

E_L0ZLERT 146846157
Others inchude other payables to government agencies, customens’ depouits, and
miscellaneous labilities arising from the Group's operations.
EQUITY
I7.00 Captal Stock and Treasury Shares
As of December 31, 2016 and 2015, these sccounts consist of:

. — dbares  __Amount
Capital stock = T1 par value i

Avthomzed - 1,800,000,000 shares
lasued shares =l JI3S00000 P 1193200000

—AZL413.600 E__385 670561

Treasury shares - at cost

702 Revalustion Reéssrves

The components and reconciliation of items of other eamprehentdve income presented in '

the consolidated staiements of changes in equity at their aggregate vl
Revaluation Heserves account, are shovwn l:lllil:-r : i R

&S Foac-rmploymame
Fmancial Tt i i
_Motes Asacis Obligudon . __Tamd
Bocacat we el 1, 34 T T2 1T
{ § PN
5T 1 i
m*h'-ﬂnw-- Ll 217403 ERENT
T TR L] AT -
damts pechipederd 1o
v lom ¥ [ ELATS 0 - [ BT 1)
Tt ewparass 4| = e Qo THERAIN ) L BRI
Crer coumgaiheraive gain - J— - 1. —. T | LT
Biadericr or of Diauerdaie 30, 2004 B LMD (B AN E LU
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17.03 Caprtal Management Objectives, Palicies and Procedures

The Group's capitsl management abjectives are to ensure the Group's ability to contimze
as & going concern and 1o provide an adequate tetum to shareholders.

The Group sets the smount of capital in propaortion to its ovenall financing structure,

bc., equiry and frsncil labilities. The Group manages the capital strucnare and makes
adjustments to it in light of changes in econamic conditions and the sk charsctesistics of
the underdying assets. In order to mantain or adjust the capitsl structure, the Group may
rssue new shares of el assets to reduce debt,

l.'?::::mphu existing loans with & local bank and various funders. A reasonable bevel
ol debt-to-equity is maintained o properly manage the Group's operations. Presented
below is the 2016 and 2015 debi-to-equiry ratio of the Group:

Total labilines
Toral equiry

Dicbt-to-cquiry ratio

—h 2015

P 3,508,248,688 P 3,189,328, 747
—ed LEREINS  _ 2121.666.167

e L LS
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I7.04 Capital Regquirements for ASC
17.04.01  Minimum Capital Requirement - SEC

O Movember 11, 2004, the SEC spproved memorandum Circular Mo, 16 which
provides for the guidelines on the adoption in the Philippines of the Risk-Based Capinl
Adequacy (RBCA) Framework for all registered broker dealers in accordance with the
Securities Regulation Code, These guidelines cover the following rsks:

fa) Position on market rsk;

(8} Creddit maks such as counterparty, sertlement, large exposure and m-ugm nancing
pigks; and,

)  Opcrational risks.

ASL monitons capitsl on the basis of RECA ratlo and Net Liquid Capital (NLC). RBCA
pedquirencnt is the minimam level of capital that has to he maintained by firms which are
leensed, or securing a broker dealer Bcense, taking into considesation the frm size,
complexity and business risk. Such risks that are considered in determining the capiral
sequiremsent mchede, amang others, Operational, Pasition and Credic Risk (which include
counterparty, lage exposure, underwating, and margin Arancing rsks).

RBCA ratio is the quatient-of the NLC and the sum of the requirements for aperational
risk, credit risk and position or market risk. MLC, on the other hand, represents the

equity elagible for MLC adjusted for non-allowable careent and non-cuzrent assers as
describied under the circular.

In order to maintain or sdjust the capital strecture, ASC may adjust the amourd of
dividends paid to sharcholders, issue new shates or sell assets to reduce debe.

Under the guidelines set-cut by the SEC, all registered brokers dealers should raaintain
the fallowing RBCA and NLC requirements:

fo} RBCA rato of grester than or equal to 1:1.1;

(& NLC shoubd be at lcast P5,000,000 or 5.00% of aggrepate indebtedness, whichever is
higher;

(il A dealer who deals anly with proprictazy shaves and doea not keep shares in irs
custody shall maintain a net capieal of F2,500,000 or 5% of sggregats indebtedness,
whichever is higher,

(@) In cases wheee in order to mect sn RBCA anio of at deast 1.1, an NLC higher than
5,000,000 is required, the higher FLC shall be maintsined; and,

() Mo broker dealer shall permit it aggregate indebiedness w excesd 2000% of irs
MILL,

As of December 31, 2016 and 2015, ASC is in compliance with mininwm capital
requirement set out by the RBCA famework. The ASC's RBCA rario is 221 00% and

D T, ss TRl As s 2 s
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I7.04.02 Minimum Capital Requirement - Philippine Stock Evchange's Rules
 Governing Trading Rights and Trading Participants

Cn May 28, 2009, the SEC approved PSE's Rules Governing Trading Rights and Trading
Participants, which provide among others, the following provisions:

(4} Trding participants should have 3 minimum unimpaired paid-up capital (defined as
the trading participant’s total pad up capital less any deficiency in the remined
camnings account) amountng o P20,000,000 effective December 31, 2000, provided
further that effecrive December 31, 2010 and onwards, the minimum unimpaired
paid up capatal shall ke 130,000,000; and,

(¥ Bach trading participant shall pledpe is trading right to the extent of its Full value to
secure the payment of all of debes and claima due to the trading participant, the
govemnment, SE and to other rading particpants of the PSE and to the Securities
Clearing Comporatian of the Philippines.

As of December 31, 2016 and 2015, ASC is in complisnce with PSE's Rules Governing
Trading Rights and Trading Participants.

17.04.03 Reained Eaenings Appropeiation

Rule 45.1 (B), Reserve Fund of SEC Memomndum Circalar Mo, 16 requires that every
broker dealer shall annually sppropriate & ceriadn minimum percentage of it audited
peofis after ax and transfes the same 10 Appropriated Retained Earnings sceount.
Appropriaton shall be 3%, 20% and 10% of profit sfter tax for brokes dealers with
naimpaired paid-up capitsl of bevween 10,000,000 to P30,000,000; between
P30,000,000 1o P50,000,000; and ahove P50,000,000 million, respectively.

No sppropriations wese mads by ASC in 2016 and 2015 since ASC has a deficit
amounting to P28,751,967 and P55,680,224 as of December 31, 2016 and 2015,
respectively.

I7.08 Capival Requivements for ACIC

Unider tlumfrumam of Section 8 of Republic Act (RA) No. 8366, an Act amending
Fresadential Diecree Nao. 129, otherwise known as the Investment Houses Law, ACIC is

required 1o maintain & minimom pald-ap capital of P300,000,000.

As of December 31, 2016 and 2015, ACIC is in compliance with minimam capital
requirement et out by the RA Mo, 8366

I17.06 Track Record

On Movember 17, 1994, the SEC approved the listing of the Pasent Company's shares
tomakog 1,193,200,000. The shares were mitially issued at an offer price of P1.00 per
share. As of December 31, 2016 and 2015, there are 110 a8d 111 haldess, respectively, of
the listed shares equivalent to 100% of the Group's 1ol outstanding shares. Such listed
thates closed at P0.73 and P0.74 per shats as of December 31, 2016 and 2015,
respectively,
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18, SALARIES AND EMPLOYEE BENEFITS

I8.01 Sutarics wnd Employee Benclits

Dretails of salaries and employes benefits are presented below.

_Mote 2006 0 2m5 2014

Salaries and wages P IASEE033 P 35063762 P 36522107
Bonuses 6,648,656 5,790,528 5,442,845
Staff beoefits . BA22 16 40040 . 3,416,547
Retirement benefis 18,02 3,326,510 3,629,134 3612 994
Socaal security costs 1,194,730 1,132,525 C 1,154,577
Oither shart-term

benefits 33,266 51168 Sa218

B__5371031 P 49687157 P 0207288

18,02 Poss-Faploymant Detined Benefit

fa)

)

Characterisiice of the Digfimed Rengfir Plan

The Group maintaing a tax-qualified and non-contributory retisement plan that is
being administesed by a trastee hank covering all segotar full-time employees. The
plan is partially funded as of Decembser 31, 2016 and 2015, Acraarial valustions are
made each year to update the post-employment benefit costs and the amount of
contzibutions. The latest actuarial valuation report of the Group's retirement
benefit plan a5 of December 31, 2016 is dated Apail 3, 2017,

The pomal retisement age is 60 with & minimmum of 5 yeans of credited sarvice.
Moerral retirement benedit is an amount equivalent to 100% of latest monthly salary
for evexy year of credited service, and the manner of payment i lump sum.

Estilanation of Asounts Presenied tn the Fimanisal Statemsinti

Al amscunts presented below and in the mucceeding pages are based on the actaaral
valuation report obtained from an independent actuary in 2016, The amounts af
post-employment defined henefit cbligation recognized and recorded as part of
Accounts Payable and Other Lishilities (see Mote 16) in the consobidated statements
of financial posithon are determined as follows:

B - | SE—. 1 |-

Present value of the obligation P STB4B208 P 533216
Fair value of plan assets (___30,284,208) (20191873

E_I1593380 E 3312047



e

The movements in preseat valoe of the post-employment defined heneiir ahligation

recogmized in the books are as follows:
| 2016 2005
Balance at beginning of year P §3321M46 P 52985861
Current service :mg 3,326,510 3,629,134
Intezest 2,767,060 - 2493 070
Benefits paid { 304,568) | 1,360,897)
Remsasupemenis: i

Acraarial losses (pains) arising fromm:
Changes in financal sssumptions
Experience sdfustments

(  781.254) ( 498,729)
(—414.BR6) (____39EL09)

LJILM LIk T
The movements in the i value of plan sssets are & follows:

2016 P H
Balance at beginning of pear F 0191873 P 12147435
Coatributions 10,000,000 10,000,000
Interest income 1,279,718 731,467
Remeasurensent hags i ML) | 1,326,332)
Benehits paid il J04.588) ( 1L3G0.B9T)
Balance at end of year E_ 0254228 20191813

The composition of the fair value of plan asseis at the end of each reporting period
by category is shown below. i

2l s
Unit Investment Trust Funds (UTTFs) POS136191 P 6T7ITESS
Government bonds 13,257, 402 7,571,899
Cash and each equivalents 1860638 ___ 5882119

E_WIAE E 20191873
The faie value of the shove debt securities were determined based on quoted marker
pricea 10 actve markets (classified as Level 1 of the fair value hierarchy), while the fair
values of UTTFs arc generally measured based on the net usset value of the investment,
compuded and determined at the end of cach reponting petiod based on the elosing
mirket and ade prices of the securities comprising the fund's portfolio, adjusted for
the effect of pecformance of the funds including all trades made within the fonds and

the related income and expenses arsing therefrom (classified as Level 2 of the fair value
hicrarchy).

The plan asscta carned a gain in 2016 smounting 1o P366,943 and incurred a loss in
2015 amounting to P594 845,
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As of December 31, 2016 and 2015, the plan assets do not comprise any of the
Giroug's own financial instruments and the fund does not own any shares of stock
of the Group.

The components of smounts recognized in the consclidated statements profit oc
loss and in other comprehensive income in respect of the post-employment defined
benefit plan are as folbows:

2016 2013 . | [ S—
Raprsed ie profit - Jocz: 3
Cuszrent service oot P OAISI0 P 36201 P 361290
et interest expense 1487325 _ LTHLG03 _ 1.902.000
E_ 4813835 E__S300737 E__5514997
Reported n ather coanprebenitee
fuianre;
Actuanal grins (losscs)
arising {ram: |
Experience adjustments P 474 866 P 3927003 (P 247,700
Changes in financial
assumptions T87,234 408,729 269,121
Remessurement gain
(loas) on plan assets {_EII.IIEIL._.J.MLE} — 15771

3,099 490 537102
Tax mecome (expense) ]ﬂ,.';lﬂ (1050880 158709

B 362878 B 2048631 P 69501

Current service coat 18 reconded as pant of Salaries and Employes Benehis in the
conscldated statements of profit o loss (sec Note 18,01}

Met mterest cost is presented undes the Finance Costs account in the consolidated
statements of profit o boss (scc Note 20002).

Amount recognized in other comprehensive income is incloded and s presented as
itern that will sot be rechissifed subsequently to profit or lass.

In derermining the rentrement benefit obligation, the follooing scnaarial
assumpbons were used:

=016 2015 2014
Discount rates 4,77% - 538%  4.54%-551% 4.30% - 492%
Expected rates of
salary increase B.00% B0 8.00%
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Assumpticns regarding fl.1|.'|.lﬂ mariality are based an published statistics and

moatality tables. “The average remaining working lives of employees before
rerirernent at the age of 60 is 12.4 years and 13.9 pears for males and females,

respectively, in 2016, and 18.3 pears and 16.4 years for males and females,
respectively, in 2015 These assumprions were developed by management with the
assistance of an independent actuary. Dhscount factors are determined cloge to the
end of each reporting peniod by reference 1o the interest mtes of zero coupon
povernment bonds with terma to matarity approximating to the terms of the
post-emplayment defined benefit shligation. Other assumptions are based on
cument actuanal benchmarks and management's histoncal expenence.

Rickr Areaciated with the Ratirsemsns Plan
{1 Interers Rare Rick

The present value of the defined benefit obligation & calculated using a discount
rate determined by reference to market yields of government bonds. Generally, o
decrease in the micrest ratz of reference povemment bonds will inczease the plan
obligation. However, this will be partially offset by an inczease in the retumn on
the plan's mvestmients in delst sscuntes and if the retamn on plan asset falls below
this rate, it will creste a deficit in the plan. Currently, the plan has relagvely
balanced investment in cash and cash equivalents, debt secunities, and UITFa

D to the long-term namre of the plan obligation, 1 level of continuing debe
secutities and UITF investments i an appropnate clement of the Group's
long-tenm strategy to manage the plan cfficcntly.

(i) Lamgessty and Sadary Riks

The present valoe of the defined benefit obligaton is calculated by referende o

the beat estimate of the mornlity of the plan participants bath during and after

their employment, and to theiz futurs salades. Consequently, increases in the life

::}pctmcrmduh:jufﬂuphnplmupm" ts will result in an increase in the plin
ligarion.

(i) Semsitivity Amabyats
The fallowing tsble summarizes the effects of changes in the significant actuarial

axpumptions wied in the determination of the defined benefit obligation as of
December 31;

Impact on Fos-emphryment
Changs in Imcreans in Decreass in
—Assumpibon..  _Assumpdon..  _Assumpelon
i1t
Diiscouns rare 1% (P GaTAER) P T68 590
Salasy prowih min /1% 60885 570,060 )
15
Drscouny ease +/4% (P FTe11E) P 050,148

Sakicy growth mute +1% Gi5 8N | 623,540
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other asumptions constant. This analysis may not be represcntative -ﬂ[:l']l:l-l:-l‘u-l-l
:Iw-!;-r.indmdnﬁnﬁhm:ﬁtuhﬁpﬁnﬂuitumliﬂrﬂ“tdudung:m .
assumptions would ocouz in isolation of one ancther as some of the assumptions
may be comelated. Furthermore, in presenting the sensitivity analysis, the present
value of the defined benefit obligation has been caleulated using the projected
unit credit method at the end of the reporting pedod, which is the same as that
applied in calculating the defined benefir obligation recognized in the
consclidated statements of financial posimon,

The methods and types of sssumprions used in preparing the sensitiviry analysis
did not change compared to the previous ycars.

fin) A roer-fimbifity Motciong S oraggin

To efficiently manage the retirement plan, the Group ensurcs that the investment
positions are managed in accosdance with its asset-lishility matching strategy 1o
achieve that long-term investments are in Hine with the obbgattons under the
reirement scheme. This strategy aims 1o macch the plan asscts to the rctisement
obligations by investing in Jong-tetm ficed interest securities (Le., governmens
bonds) with maturities that match the benefit payments as they fall due and in the
apptopriate currency. The Group actively monitos how the duratian and the
expected yield of the investments are matching the expected cash outflows aosmg
from the retirement obligations.

In vicw of this, investments sre made in reasanably diversified portfolio, such that

the failure of any single investment would not have a matedal impact on the averall
bevel of assets.

A lazge portion of the plan sssets as of December 31, 2006 and 2015 congjsts of
UTTFs and debt sccusities, although the Graup also invests in cash and cash
ecquivalents. '

There has been no change in the Group's strategies in managing the related ks
from the previous period.

() Funding Arranpements and Expectad Comiribwiions

The plan is currently undecfonded by 127,593,980 based on the kitest actuarial
valuation, While there are no minirum fanding requirement in the country, the
size of the underfunding may pose a cash flow dsk o about 10 years' Gme when &

significant number of employess Is expected 1o retire.

Management is yet to assess to the amount of contdbution for the next reparting
period.

The maturity profile of undiscoanted expected benefit payments from the plan ss of
Decernher 31, 2016 and 2015 far the next 10 years are a3 follows:

. | — 2015

Moge than oné year to five years P 19619648 P 16,795,006
More than five years w 10 years _ANITM BRGSO HS4
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The weighted average duration of the post-ernployment defined benefir obligation

at the end of the reporting pesicd is 1.27 year,

19. OTHER EXPENMSES

This account consists of:
2016 .| - a4
Philippine Depositary and | .

Trust Corp. and clearing fees P 3,957,586 P 4631761 P 5,713,730
Repaws and maincoance 2,633,357 1,029,458 2,220,777
Condominium dues 2,434 620 1,500 964 1,601 544
Office supplies . 2 085,569 2,373,322 1,397,640
Insurance 1,404,428 1,573,540 1,772,866
Bank charges 66, 181 B, B2 20R.199
Miscellaneous e Lel52ME _ ZBETZR0 2069613

E_1AITL266 [ 14063467 E__14284 A28

2. FINANCE INCOME (COSTS)
The breakdown of this account 15 as folbows:
20.0f Finanee frcome

Motes, 2006

Crain o0 gale of

investrsents 8.9 P 150,172,425
Fair value gains on

finanicial sgssts

ar FVTPL B 70,475,778
Intcrest mcome 1 356,375

E_230.004 578
20482 Finance Costs

2015 2014

P 443 N2 P 396,100,762

30,451,273 -
— 24541 133179

E_AT5A04402 F 30622394

THotea, 2006 0 2015 204

Interest experse 14 P 27402584 T 184080301 P 184,403,786
Impairment bostes 10 5, D00, 000 - 76,604,671
Mer interest oost an

post-croployment

defined benefit plan 1803 1,4K7 225 1,761,603 1,902,003
Fair value loss on

finances| gidsis

at FVTPL B R HiT127.091




==

¥ OES ES PW D9 'S PN OGN PN EW DM N E9 LD EN DY LE LY EO MY M OO OB M @ EH B OB O =E W W N

Zl. TAXES

“The components of ax cxpense (Income) repotted in the consolidated statements of
n:.mp:mﬂuﬂe income are a8 folloors:

2016 2013 . 1) £ I—
Rospguited i poi ar |
Regalar FRIE 1N
tie (RCIT) st 30% PSS P UMSTE P 768466
tax (MWACTT) o 2% 1,861,117 1,692 366 1,856,029
Final tx ag 0% 47,708 167325 1,767,187
Flaal tax ar 0.05% 20,450 - AT
11,886,200 9,595,417 11,577,081
Diefeoed tx expense (income) .
relaving to ceginaticn snd
eeverial of empoaacy
daffesences —LI26560 (___1LETREN) (. T.2425R8)
E__ 15060850 (B__4282204) E 4634463
Ravopwized bx arker compridiniine
faddnnd -
Deefeered rux expensc (income)
on seruscal gaing (Jasei) ca
peat-eeployment deficed
bensdiz plin {P 1580 P Las0A%e (P 15RT99Y

The reconcilistion of tax en pre-tax profit (loas) compated at the spplicable statatory rate
to tax cxpense is as follows:

4

2016 2015 2014
Tax o0 pre-tax profit (Jou) P 3,461,860 (P MEENE) T 34668342
Adpasercaty foe income
wabjected to bowes
Encaene tax tasel ( J A0 116,255) { 2 242 646)
Tax effects of: i
Moa-taxable lscome i A8794,000) ( 40,285781) | 04,267,755)
Explaation and wdie-off of
aiet optsating ks carry
aver (MOLCO) end MCIT A3, 521,151 25,680,772 S1,114,404
Unu.:qpn-d MNOLCO 15,338, 106 . '
-deductible expenses 2,207,850 Ln4i4 4,049 975
I.I-um:phni deficaned tax assct
on otha temponay dffcronoce 1,500,000 151,734 i, 184 2T
Usecognieed MCET 163,190 a .
Recognition of previ
s af paevicusly
X asact ( 148,8%3) = [ BT2.246)

Tax cxpemsc B LSEH (E__3202J14) E____4.83444)
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The net defemed tax assets (DTA) s of December 31 [dmmﬂm[nuﬂ'r_.ing'-

Seatements of Financial Position
2016 i a5
FOLED e e 67447674
Allsumnce for impalment losses £6,330,199 56,330,199
Accrued retiremnent benefit ohligation 6,348,515 7,237 680
Fair value gain on investments
at FVTPL ( 6,129,259) | 3,085.412)
Unamortized past service cost 3,007,200 2,134,508
Accrucd shogt-teom employes benefits I = % - QR ¥ N -
Met deferred tax aasels 122025305 P_LMIBR400
 Siaementaof Profitor Loas
T 2115 2014
RNOLCO ' P - - (P 12463,192) P 18,606,383
Allourance for impainment losses - 25008 ( 18,292 (46)
Acesaed retizement benefit
obligation B8, A0 756,698 ( 136,306)
Palr value gain on iovestments
at EVTPL SMABT ( 16TEISS)(  6,394760)
Unamartized past service cost  (_____ B1L403) (5153400 (  1.025.T74)
Deferred tax cxpents
(income) ~ et P 3176560 (P 1AATT691) (B T242268)
__ Sumements of Other Comprehensive Income
2016 2005 2014

Deferred tax income (expense) < B 13,550 (B L0S0859) B__1587%9
ﬂudutﬂaufwmtmdDTAunfﬂmHmmuﬁcdhhm

— || E— s

_hmount . —TaxEfecd  __Amoosl —Tax Effecy
HHILEG PoImsE M P OSSHAN PN P40 IE9
Allrrancse fof IRpaTREnE S 10,528, TiP o ASTAN B, 558 M HET AN
Aforuncr for non-onigereeistliy &

diefereed ol exphormion cats 18,418,000 4538 A 1S A1E02 A 401

Past sorvids ooal il 47 D 1,084,002 4775170 1,432,551
Beiliemant benefi oblsgation €400 100 19z 9,000 4T3 1'-"3'1-14-1
WCIT 5.0, 501 B, 511 5 AN 126

Accrued ghoct-trem eesplayes henafin .M__mm__‘.luﬂ_lﬂ.iﬂ
PoSeLSA PolNimod B IMTIOTM ESLLGAE
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The hreakdown ﬁf”ﬂlﬂﬂ.w.ﬁnhnnb: claimed as deductions fram fumare taxable
income within three pears from the year the taxable loss was incurred, is shown below,

Year Expired Ead af
_Incurred _ Pament  _Subsidiadics = _Amount . __Halanss = _Aveilment
2016 P IBTM407E P 2SAS0A11 P - P 165,603,389 29
015 120,240,619 24 0961 526 - 145,192,145 2018
2014 104,594,561 38 4 4G = 142,619 387 am7

2013 _IhaheeeY _ ZOEIAG4 101584010 oo e

P 443256305 P _LMZEN PEI0LESA0N E 455414331

As of December 3, 2016 and 2015, the Parent Company has recognized DTA of
P67,447 674 on MOLCO, after wrinnp-off the previously recognized DTA of
P24,275.307 on WOLCO incurred in 2013, The DTA on MOLCO incarred in 2013 was
written off in 2015 befose its expected expiraton in 2016, as management determined
that the Parent Company would still be in a tanble loss position in 2016, In 2016,
management has assessed that the Parent Company may not be able to fully recoup from
irs taxable loss position within the peood from which the Pareot Company can utilize its
unexpired NOLCO; henee, no DTA on NOLCO incurred in 2016 was recognized,

The Group is subjeet to the MCIT which is computed at 2% of gross incomse as definesd

undes the tax regulations, or RCIT at 30% of tazable income, whichever is highee. MCIT
which 1s wraitable for offset against fubsre income tax payable for income tax purposes &
as follows:

Yoar Baxpired Find of
Ancurred. _ Parent  Subsidisdes = __Amoust _ Balance . Availment
2014 PoLWIS P 16319 P - Poo184,017, 2019
il 1 ADS 445 256,401 - 1,652 366 218
Hild 1,702 &35 153,164 - 1 A5G 02D 2017

Ani DRSO _ 4d0SE1 _ XV4EM -

E_6A004TT E__LMCLES6 E_ZSMAN E__A1ASL

In 2016, 2015 and 2014, respective tazable ennities withan the Group chimed itemized
deductions in compating for its income tax due.

. EARNINGS (LOSS) PER SHARE
Earnings (boas) per share is computed as follows:

Mo 2016 2015 20114
e peofit Hosd) (P NEXN2REY P 30924625 P DI0S26T4E
Divided by the weighsed
pverape smmber ol
ing thanei
Rssuicd shares 1M 1,193, 200,000 1,103,000, D 1,193 2000, 16K
Treatusy shared 17.00 T ANEN [ 171ALNENT (171 413.6K)
Clutvtanding whares el IZLTREAND  _LOZ1TBAA00" LG TREA0)

Elacnings (Soss) pec shaie O 00 P 0000 B CLAGE
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As of December 31, 2016, 2015, and 2014, the Group has no cutstanding potendally
dilutive shares; hence, basic earnings (losses) per share are equal to dilured eamings (loss)

per thare in the pears presented.

. COMMITMENTS AND CONTINGEMCIES

2500 Legal Claims

The Group is ather a defendant or plunaff in lawsaits and legal sctions arising from it
vanous business acrivities. Management believes that the clairms against the Group are
erther without mesnt or that the ultimare Hahility, if any, resulting feam lawsnits and legal
actions will not materially affect the Group's consolidated financial statements.

23102 Operating Leases

The Group is & lessor under non-cancellable aperating leases eovering its condaminiom
units, The leases have a term of two years, with renewal options, The futare minimum
rentals receivable under these non-cancellable operating leases as of December 31, 2015
amount o P2724,970 (nil es of December 31, 2016).

Total rentals from these aperating leaasea amannted to POG 429 in 2016, P1,458,915 in
2015 and P12 485 in 2014, and are presented as part of Others under the Income
section of the consalidated staterments of profit or loss (see Mote 11.03),

2803 Ohers

‘There are ather commitrents and contingent liabilities that axise in the nommal course of
the Group's operations, which are nat reflected in the sccompanying consolidated
Bnancial sttements. As of December 31, 2006 and 2015, management is of the opinion
that loases, if any, from these events and conditions will not have 3 material effect on the
Group's consolidated financisl statements.
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SECURITIES AND EXCHANGE COMMISSION
SEC Form 17-Q

QUARTERLY REPORT PURSUANT TO THE SECURITIES REGULATIONS
CODE OF THE PHILIPPINES

1. For the quarter period ended  : June 30, 2017
2. SEC Identification Number : ASO094-001420
3. BIR Tax Identification Number : 043-003-507-219

4. Exact name of the registrant as specified in its charter:
FIRST ABACUS FINANCIAL HOLDINGS CORPORATION

5. MANDALUYONG CITY, METRO MANILA PHILIPPINES
Province, Country or other jurisdiction of incorporation

6. | ( SEC Use Only)

Industry Classification Code or Organization
7. Address of principal Office : Unit E-2902D PSE Center, Exchange Road,
Pasig City
8. Registrant’s telephone number, including area code : (632)-634-51-04/10

9. Former name, former address, and former fiscal year, if changed since last report

Not Applicable

10. Securities registered pursuant to Sections 4 and 8 of the SRC
Title of Each Class Number of Shares of Common
Stock Outstanding and Amount of
Debt Outstanding
Common Stock, P1.00 par value 1,193,200,000 shares
11. Are any or all these securities listed on the Philippine Stock Exchange?

Yes (x) No ()

12. Check whether the registrant:

(a) has filed all reports required to be filed under Revised Securities Code of the Philippines and 141
of the Corporation Code of the Philippines during the preceding 12 months.

Yes (x) No ()
(b) Has been subject to such filing requirements for the past 90 days.

Yes (x) No ()

PART I — Financial Statements




Item 1. Financial Statements
The consolidated financial statements are filed as part of this form 17-Q, companies included in the
consolidation are First Abacus Financial Holdings Corporation (FAFHC, the parent company), Abacus

Capital and Investment Corporation, Abacus Securities Corporation and the Vista Holdings Corporation.

Item 2. Management Discussion and Analysis of Financial Condition and Results of Operations.

Financial Highlights
In thousand pesos except for financial ratios
Period ended June 30
% Change
2017 2016 Inc. (Dec.)
Profit and Loss Data
Revenues 141,847 210,943 (33%)
Total Cost and Expenses 193,194 184,065 5%
Net income (loss) (23,092) 18,248 (320%)
EBITDA 74,510 134,568 (45%)
Unaudited Audited % Change
June 30, 2017 | Dec. 31, 2016 | Inc. (Dec.)
Balance Sheet Data
Total Assets 6,118,159 6,055,807 (0.1%)
Total Debt 3,913,605 3,808,249 (0.3%)
Total Stockholders' Equity 2,204,553 2,247,558 (0.2%)

The following are the major performance measures that the Company uses. Analyses are employed by
comparison and measurement on a consolidated basis based on the financial date on the periods indicated
below:

Unaudited Audited
June 30, 2017 Dec. 31, 2016
Liquidity:
Current Ratio 1.47:1 1.50:1
Coverage/Solvency ratios:
Assets to Equity 2.78:1 2.09:1
Debt to Equity Ratio 1.78:1 1.69:1
June 30 June 30
2017 2016
Operating Efficiency:
Revenue Growth — Increase ( Decrease) (33%) (2%)
Profitability — Increase ( Decrease) (320%) 9%

The manner by which the Company calculates the above indicators is as follows:



Key Performance Indicator Formula
Current Ratio Current assets/Current liabilities
Asset to Equity Ratio Assets / Total stockholders’ equity
Debt to Equity Ratio Total liabilities/Total stockholders’
Revenue Growth Current period total revenues/Prior petiod total
revenues
Net Income(loss) Growth Current Period Net Income/Prior Petiod Net Income

The second quarter of 2017 saw a general tempering of expectations as some global institutions, led by the World
Bank, adjusted the growth outlook for the country. Most consumption-related indicators posted declines, with
exports slipping by 2.5%. Further moderating the momentum prospects were a series of political controversies as
well as concerns over the peace and order situation in the country, painfully illustrated by a debilitating attack at the
major entertainment center Resorts World and the subsequent drawn-out siege in Marawi that led to the declaration
of Martial Law in the island of Mindanao. In addition to local economic and political factors, a hike in the interest
rates of the US Federal Reserve further weighed down on the local equities market. The Philippine Stock Exchange
index tried to break through the 8,000 level, but failed.

As a direct consequence of the countervailing factors, the performance of the Company for the period saw mixed
results. For the second quarter of 2017, Company revenues stood at £96.1 million, representing a slight decrease of
P2.4 million or 2% over the same period last year. Consolidated revenues for the period reached P142 million, a
decrease of 34% over the P211 million realized during the same period last year. However, broker’s commission
for the quarter was noted at £43.8 million, representing an increase of £14.4 million from the £29.4 million made
year-on-year. For the first half of the year total brokers commission increased to £73.7 million over the £71.4
million realized for the same period last year. During the quarter, the company realized P43.7 million on its sale
investments in financial assets at fair value through profit and loss, an increase of £28.3 million as compared to the
P23.1 million realized for the same period last year. As of the second quarter, total gains realized from investment
of financial assets was noted at £62.5 million, a slight decrease of £8.1million from last year’s £70.6 million. During
the quarter, a decrease in valuation of our financial assets at fair value through profit and loss was noted at 7.8
million as compated to the R53.4 million recognized on the same period last year. As of the second quatter of the
year, gains in fair value of financial assets reached 4.8 million, a material decrease as compared to the £68.6 million
recognized on the same period last year.

Total costs and expenses during the quarter was noted at £298.3 million, an increase of £14.9 million from the 283
million recorded for the same period last year. Consolidated costs and expenses for the first half of the year were
higher at £193.2 million as compared to the 2184 million spent last year. As in the past, a large bulk of operating
expenses was allocated for debt servicing in keeping with the company's commitment to honor its obligations.

Summing up the Company’s performance for the second quatter of the year, the company is reporting a
consolidated net income of R6.2 million, a decrease of P4.2 million as compared to the reported £10.5 million
recognized for the same period last year. For the first half of the year, however, the company is reporting a
consolidated net loss of 223 million reversing last year’s consolidated net income of £18.2 million.

During the period under review, there was an increase noted in the total assets amounting to 262 million, from
£6,056 million in December 2016 to 26,118 million in June 2016. The increase was brought about by the increase
in trade receivables for collection amounting to £10.6 million, increase in property, equipment and other assets
amounting to 242 million, and with the increase in cash as of the period amounting to £13 million.

An increase in total liabilities was also noted during the period amounting to £105.4 million bringing total liabilities
to £3,914 million from £3,808 million. The increase was brought about by the additional trade payables amounting
to 2112 million, partially offset by the decrease in short borrowings and non-trade payables amounting to £5.1
million and P1.9 million, respectively.

As of the period under review, there is a decrease noted in stockholders’ equity amounting to P43million. This was
due to the net result of the operation during the period and net effect of valuation of our available for sale financial
assets.




The Company marked its 25% year anniversary in 2016. The milestone validated the Company’s stature as an
enduring company fully committed to fulfilling its vision and mission as a vehicle for prosperity for its various
stakeholders. Despite uncertainties in the global and local political environment, the Company remains optimistic
about the prospects of the Philippine economy and the local equities market. Consequently, the Company expects
better financial performance moving forward on account of continuing efforts to strengthen its core businesses
while expanding its service delivery platform.  Operationally, the Company shall continue to be lean without
sacrificing ability to provide the best value to customers. As it has continued to do so in the last four years, the
Company will keep an eye on outstanding loans, and subsequently, interest cost and expenses. And as in the past,
the Company shall draw strength and inspiration from the support and commitment of its various stakeholders.

Aside from the discussions above, there are no material off-balance sheet transactions, arrangements, obligations

(including contingent obligations), and other relationships of the company with unconsolidated entities or other
persons created during the reporting period.

PART II - OTHER INFORMATION

The Company and its Subsidiaries have not known of: Any trends, demands, commitments, events or uncertainties
that will have a material impact on the company’s liquidity; Any trends, events or uncertainties that are reasonably
expected to have a material favorable or unfavorable impact on the operations of the issuer; Any significant
elements of income and loss that did not arise from the issuer’s continuing operations; The Company and its
Subsidiaries have no commitments for capital expenditures.



SIGNATURE

Pursuant to the requisements of The Sccurities Code of the P this )
signed by the followmg droctors/officers &1 the Cxpacitics mdx?:\m Ruacterly Repoet has boem

PAULING/S, SO0
Chai and Chief Executive Offices

- HUANG
ent

mmgd‘»y

VICBMECO

asurcr




First Abacus Financial Holdings Corp. and Subsidiaries
Consolidated Balance Sheets

(Unaudited) Audited
ASSETS June 30 December 31
2017 2016

Cash P 90,760,478 P 77,919,874
Financial Assets at Fair Value Throug Profit or Loss ( Note 5) 973,982,490 970,057,383
Available for Sale Financial Assets ( Note 6) 2,390,566,830 2,397,978,166
Receivables ( Note 7) 2,287,194,757 2,276,624,252
Property and Equipment ( Note 8) 58,660,480 51,014,198
Other Assets (Note9) 316,993,607 282,212,930

P 6,118,158,642 P  6,055,806,803
LIABILITIES AND STOCKHOLDERS EQUITY
Interest-bearing loans and borrowings ( Note 12) P 3,446,513,983 P 3,451,593,736
Due to customers ( Note 10) 298,257,912 185,916,065
Accounts Payable and Other Liabilities ( Note 11) 168,833,474 170,738,887

3,913,605,370 3,808,248,688
STOCKHOLDERS' EQUITY
Capital Stock 1,193,200,000 1,193,200,000
Additional Paid In Capital 3,104,800 3,104,800
Treasury stock, at cost ( Note 13) (385,670,581) (385,670,581)
Changes in fair value of available for sale financial assets 1,951,983,613 1,971,896,074
Deficit (558,064,559) (534,972,178)
2,204,553,272 2,247,558,115
P 6,118,158,642 B  6,055,806,803

See Notes to Financial Statements



FIRST ABACUS FINANCIAL HOLDINGS CORPORATION
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)

June 30, 2017
2017 2016
For the Quarter Year To Date For the Quarter Year To Date
April - June January - June April - June January - June
REVENUES
Commision P 43,818,918 P 73,665,357 P 29,433304 P 71,390,938
Gain on sale of financial assets 43,659,063 62,489,266 15,326,866 70,613,366
Gain in fair value of financial assets 7,774,588 4,764,839 53,383,747 68,564,393
Management /Underwriting fees 50,000 50,000 150,000 150,000
Interest 144,449 232,069 123,935 216,217
Others 609,665 645,088 7,370 7,659
96,056,682 141,846,618 98,425,222 210,942,573
COST AND EXPENSES
Finance Costs 56,089,106 111,128,368 51,665,671 101,312,830
Salaries and wages 12,466,717 23,828,254 7,806,925 21,283,325
Commissions 11,385,607 19,561,411 8,379,889 19,464,719
Taxes and Licenses 3,938,816 9,144,661 3,645,756 8,748,654
Stock and exchange and PCD fees 4,226,660 7,374,015 3,715,395 6,681,305
Depreciation and amortization 3,024,529 5,584,915 2,949,939 6,257,895
Other operating expenses 7,156,101 16,572,167 5,237,860 20,315,826
98,287,535 193,193,790 83,401,435 184,064,554
INCOME ( LOSS) BEFORE TAX (2,230,853) (51,347,172) 15,023,787 26,878,019
INCOME TAX (BENEFIT) (8,478,069) (28,254,791) 4,532,083 8,629,614
NET INCOME (LOSS) 6,247,216 (23,092,381) 10,491,704 18,248,405

OTHER COMPREHENSIVE INCOME (LOSS) - - -

TOTAL COMPREHENSIVE INCOME (LOSS) P 6,247,216 P (23,092,381) P 10,491,704 P 18,248,405




First Abacus Financial Holdings Corp. and Subsidiaries

Consolidated Statements of Cash Flows
June 30, 2017

2017
For the Quarter

April - June

Year To Date

January - June

2016
For the Quarter

April - June

Year To Date

January - June

CASH FLOWS FROM OPERATING ACTIVITIES

NET INCOME ( LOSS) P 6,247,216 P (23,092,381) 10,491,704 P 18,248,405
Adjustments for : -
Finance costs 56,089,106 111,128,368 51,665,671 101,312,830
Depreciation and amortization 3,024,529 5,584,915 2,949,939 6,257,895
Fair value gain in value of financial assets (8,074,588) (4,764,839) (53,383,747) (68,564,393)
Loss ( gain) in fair value of financial assets (43,659,063) (62,489,266) (15,326,866) (70,613,366)
Provision for income tax benefit (8,478,069) (28,254,791) 4,532,083 8,629,614
Interest income (112,305) (183,854) 40,938 (168,003)
Operating income before working capital changes 5,036,826 (2,071,848) 969,722 (4,897,018)
Net decrease in financial assets at fair value through profit or loss 33,876,895 63,328,998 (5,711,248) 45,047,151
Net decrease in receivables (90,917,327) (10,570,505) (89,099,761) (357,780,399)
Net increase in accounts payable and accrued expenses 51,924,985 87,053,759 (51,060,807) 160,466,847
Cash provided by (used in ) operating activities (78,622) 137,740,403 (144,902,094) (157,163,419)
Interest received 112,305 183,854 (40,938) 168,003
Interest paid (52,607,401) (87,745,693) (51,061,666) (81,369,798)
(52,573,716) 50,178,564 (196,004,698) (238,365,214)
CASH FLOWS FROM INVESTING ACTIVITIES
Net (increase ) decrease in financial assets (12,280,167) (12,501,125) 11,855,422 11,855,422
Net (increase ) decrease in property and equipment (10,480,565) (13,231,196) (764,560) (334,001)
Net (increase ) decrease in other assets (9,468,554) (6,525,887) (1,212,799) (7,723,445)
Net cash provided ( used in ) investing activities (32,229,286) (32,258,208) 9,878,063 3,797,976
CASH FLOWS FROM FINANCING ACTIVITIES
Net loan availments ( payments) 63,451,438 (5,079,753) 118,113,991 170,022,067
63,451,438 (5,079,753) 118,113,991 170,022,067
NET INCREASE IN CASH AND CASH EQUIVALENTS (21,351,563) 12,840,604 (68,012,644) (64,545,171)
CASH AND CASH EQUIVALENTS, BEGINNING 112,112,041 77,919,874 123,024,114 119,556,641
CASH AND CASH EQUIVALENTS AT THE END P 90,760,478 P 90,760,478 55,011,473 P 55,011,473




First Abacus Financial Holdings Corp. and Subsidiaries

Statements of Changes in Equity
June 30, 2017

2017

For the Quarter

Year To Date

For the Quarter

Year To Date

April - June January - June April - June January - June

Capital Stock - P1 par value P - P 1,193,200,000 P - 1,193,200,000

Authorized - 1,800,000,000 shares

Issued and Oustanding - 1,193,200,000
Additional Paid In Capital - 3,104,800 3,104,800
Treasury Shares - (385,670,581) (385,670,581)
Changes in Value of Financial Assets (19,912,461) 1,951,983,613 653,955,277 2,047,999,413
Retained Earnings

Balance beginning - (534,972,178) (531,448,890)

Net Income 6,247,216 (23,092,381) 10,491,704 18,248,405

Balance at the of quarter 6,247,216 (558,064,559) 10,491,704 (513,200,485)
TOTAL EQUITY P (13,665,245) P 2,204,553,272 P

664,446,981 P

2,345,433,147




FIRST ABACUS FINANCIAL HOLDINGS CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017

1. CORPORATE INFORMATION

First Abacus Financial Holdings Corporation ( the “Parent Company”) was incorporated in the Philippines and
has substantial investments in the following subsidiaries, all of which are incorporated in the Philippines:

Percentage of Ownership
June 30,2017 Dec. 31, 2016

Abacus Capital and Investment Corp. 100 100
Abacus Securities Corporation 100 100
Vista Holdings Corporation 100 100

The Parent Company and its subsidiaries (the “Group”) are primarily involved in investment banking,
management advisory services and securities brokerage. The Parent Company’s shares of stock are listed at the
Philippine Stock Exchange.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that have been used in the preparation of these consolidated financial
statements are summarized below. The policies have been consistently applied to all years presented, unless
otherwise stated.

2.01 Basis of Preparation of Consolidated Financial Statements

(@)

®)

Statement of Compliance with Philippine Financial Reporting Standards

The consolidated financial statements of the Group have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). PFRS are adopted by the Financial Reporting Standards Council
(FRSC) from the pronouncements issued by the International Accounting Standards Board, and approved
by the Philippine Board of Accountancy.

The consolidated financial statements have been prepared using the measurement bases specified by PFRS
for each type of asset, liability, income and expense. The measurement bases are more fully described in the
accounting policies that follow.

Presentation of Consolidated Financial Statements

The consolidated financial statements are presented in accordance with Philippine Accounting Standards
(PAS) 1, Presentation of Financial Statements. The Group presents consolidated statements of comprehensive
income separate from the consolidated statements of profit or loss.

The Group presents a third consolidated statement of financial position as at the beginning of the
preceding period when it applies an accounting policy retrospectively, or makes a retrospective restatement
or reclassification of items that has a material effect on the information in the consolidated statement of
financial position at the beginning of the preceding period. The related notes to the third consolidated
statement of financial position are not required to be disclosed.



(¢c) Functional and Presentation Currency

These consolidated financial statements are presented in Philippine pesos, the Group’s functional currency, and all
values represent absolute amounts except when otherwise indicated.

Items included in the consolidated financial statements of the Group are measured using its functional currency.
Functional currency is the currency of the primary economic environment in which the Group operates.

2.02 Adoption of Amended PFRS
(a) Effective in 2016 that are Relevant to the Group

The Group adopted for the first time the following amendments and annual improvements to PFRS, which are
mandatorily effective for annual periods beginning on January 1, 2016:

PAS 1 (Amendments) : Presentation of Financial Statements —
Disclosure Initiative

PAS 16 and PAS 38
(Amendments) : Property, Plant and Equipment, and

Intangible Assets — Clarification of
Acceptable Methods of Depreciation
and Amortization

PAS 16 and PAS 41

(Amendments) : Property, Plant and Equipment, and

Agriculture — Bearer Plants

PFRS 10, PFRS 12 and

PAS 28 (Amendments) : Consolidated Financial Statements,
Disclosure of Interests in Other
Entities, and Investments in Associates
and Joint Ventures — Investment
Entities — Applying the Consolidation
Exception

Annual Improvements : Annual Improvements to
PFRS (2012-2014 Cycle)

Discussed below and in the succeeding pages are relevant information about these amendments and
improvements.

(i) PAS 1 (Amendments), Presentation of Financial Statements — Disclosure Initiative.

The amendments encourage entities to apply professional judgment in presenting and disclosing information in
the financial statements. Accordingly, it clarifies that the materiality principle applies to the whole financial
statements and an entity shall not reduce the understandability of the financial statements by obscuring material
information with immaterial information or by aggregating material items that have different natures or
functions. These further clarify that in determining the order of presenting the notes and disclosures, an entity
shall consider the understandability and comparability of the financial statements.

(i) PAS 16 (Amendments), Property, Plant and Equipment, and PAS 38 (Amendments),

Intangible Assets — Clarification of Acceptable Methods of Depreciation and Amortization.

The amendments in PAS 16 clarify that a depreciation method that is based on revenue that is generated by an
activity that includes the use of an asset is not appropriate for property, plant and equipment. On the other

hand, amendments to PAS 38 introduce a rebuttable presumption that an amortization method that is based on
the revenue generated by an activity that includes the use of an intangible asset is not appropriate, which can



only be overcome in limited circumstances where the intangible asset is expressed as a measure of revenue, or
when it can be demonstrated that revenue and the consumption of the economic benefits of an intangible asset
are highly correlated. The amendments also provide guidance that the expected future reductions in the selling
price of an item that was produced using the asset could indicate an expectation of technological or commercial
obsolescence of an asset, which may reflect a reduction of the future economicbenefits embodied in the asset.

@iii) PAS 16 (Amendments), Property, Plant and Equipment, and PAS 41 (Amendments), Agriculture — Bearer Plants.
The amendments define a bearer plant as a living plant that is used in the production or supply of agricultural
produce, is expected to bear produce for more than one period and has a remote likelihood of being sold as
agricultural produce, except for incidental scrap sales. On this basis, bearer plant is now included within the
scope of PAS 16 rather than PAS 41, allowing such assets to be accounted for as property, plant and equipment
and to be measured after initial recognition at cost or revaluation basis in accordance with PAS 16. The
amendment further clarifies that produce growing on bearer plants remains within the scope of PAS 41.

(@iv) PFRS 10 (Amendments), Consolidated Financial Statements, PFRS 12 (Amendments),

Disclosure of Interests in Other Entities, and PAS 28 (Amendments), Investments in Associates and Joint 1 enture —
Investment Entities — Applying the Consolidation Exception. These amendments address the concerns that
have arisen in the context of applying the consolidation exception for investment entities. They
clarify which subsidiaries of an investment entity are consolidated in accordance with paragraph 32
of PFRS 10 and clarify whether the exemption to present consolidated financial statements, set out
in paragraph 4 of PFRS 10, is available to a parent entity that is a subsidiary of an investment entity.
These amendments also permit a non-investment entity investor, when applying the equity method
of accounting for an associate or joint venture that is an investment entity, to retain the fair value
measurement applied by that investment entity associate or joint venture to its interests in
subsidiaries. In addition, PFRS 12 has been amended to clarify that an investment entity that
measures all its subsidiaries at fair value should provide the disclosures required by PFRS 12.

(v) Annual Improvements to PFRS (2012-2014 Cycle). Among the improvements, the
following amendments are relevant to the Group:

* PAS 19 (Amendments), Employee Benefits: Disconnt Rate — Regional Market Issue.
The amendments clarify that the currency and term of the high quality corporate bonds which were used
to determine the discount rate for postemployment benefit obligations shall be made consistent with
the currency and estimated term of the post-employment benefit obligations.

* PERS 7 (Amendments), Financial Instruments: Disclosures — Servicing Contracts. The
amendments provide additional guidance to help entities identify the circumstances under which a
contract to “service” financial assets is considered to be a continuing involvement in those assets for
the purposes of applying the disclosure requirements of PFRS 7. Such circumstances commonly arise
when, for example, the servicing is dependent on the amount or timing of cash flows collected from
the transferred asset.

(b) Effective in 2016 that are not Relevant to the Group

The following new PFRS, amendments and annual improvements to existing standards
are mandatorily effective for annual periods beginning on or after January 1, 2016 but
are not relevant to the Group’s consolidated financial statements:

PAS 27 (Amendments) : Separate Financial Statements — Equity
Method in Separate Financial Statements
PFRS 11 (Amendments) : Joint Arrangements — Accounting for
Acquisitions of Interests in Joint
Operations

PFRS 14 : Regulatory Deferral Accounts
Annual Improvements to



PFRS (2012-2014 Cycle)

PAS 34 (Amendments) : Interim Financial Reporting — Disclosure
of Information “Elsewhere in the
Interim Financial Report”

PFRS 5 (Amendments) : Non-current Assets Held for Sale and
Discontinued Operations — Changes in
Method of Disposal

PFRS 7 (Amendments) : Financial Instruments: Disclosures —

Applicability of the Amendments to
PFRS 7 to Condensed Interim Financial Statements

(¢) Effective Subsequent to 2016 but not Adopted Early

There are new PFRS, amendments and annual improvements to existing standards effective for annual
periods subsequent to 2016, which are adopted by the FRSC. Management will adopt the following relevant
pronouncements in accordance with their transitional provisions; and, unless otherwise stated, none of these
are expected to have significant impact on the Group’s consolidated financial statements:

@) PAS 7 (Amendments), Statement of Cash Flows — Disclosure Initiative (effective from January 1, 2017). The
amendments are designed to improve the quality of information provided to users of financial statements
about changes in an entity’s debt and related cash flows (and non-cash changes). It requires an entity to
provide disclosures that enable users to evaluate changes in liabilities arising from financing activities. An
entity applies its judgment when determining the exact form and content of the disclosures needed to satisfy
this requirement. Moreover, the amendments suggest a number of specific disclosures that may be necessary
in order to satisfy the above requirement, including: (a) changes in liabilities arising from financing activities
caused by changes in financing cash flows, foreign exchange rates or fair values, or obtaining or losing
control of subsidiaries or other businesses; and,(b) a reconciliation of the opening and closing balances of
liabilities arising from financing activities in the statement of financial position including those changes
identified immediately above.

(i) PAS 12 (Amendments), Income Taxes — Recognition of Deferred Tax Assets for

Unrealized Losses (effective from January 1, 2017). The focus of the amendments is to clarify how to
account for deferred tax assets related to debt instruments measured at fair value, particularly where
changes in the market interest rate decrease the fair value of a debt instrument below cost. The
amendments provide guidance in the following areas where diversity in practice previously existed: (a)
existence of a deductible temporary difference; (b) recovering an asset for more than its carrying amount;
(c) probable future taxable profit against which deductible temporary differences are assessed for
utilization; and, (d) combined versus separate assessment of deferred tax asset recognition for each
deductible temporary difference.

(iif) PERS 9 (2014), Financial Instruments (effective from January 1, 2018). This new standard on financial
instruments will replace PAS 39, Financial Instruments: Recognition and Measurement, and PFRS 9 (2009, 2010
and 2013 versions). This standard contains, among others, the following:

* three principal classification categories for financial assets based on the business model on how an entity
is managing its financial instruments;

* an expected loss model in determining impairment of all financial assets that are not measured at fair
value through profit or loss (FVTPL), which generally depends on whether there has been a significant
increase in credit risk since initial recognition of a financial asset; and,

* 2 new model on hedge accounting that provides significant improvements principally by aligning hedge
accounting more closely with the risk management activities undertaken by entities when hedging their
financial and non-financial risk exposures.



In accordance with the financial asset classification principle of PFRS 9 (2014), a financial asset is classified
and measured at amortized cost if the asset is held within a business model whose objective is to hold
financial assets in order to collect the contractual cash flows that represent solely payments of principal
and interest (SPPI) on the principal outstanding. Moreover, a financial asset is classified and subsequently
measured at fair value through other comprehensive income if it meets the SPPI criterion and is held in a
business model whose objective is achieved by both collecting contractual cash flows and selling the
financial assets. All other financial assets are measured at FVIPL.

In addition, PFRS 9 (2014) allows entities to make an irrevocable election to present subsequent changes
in the fair value of an equity instrument that is not held for trading in other comprehensive income.

The accounting for embedded derivatives in host contracts that are financial assets is simplified by
removing the requirement to consider whether or not they are closely related, and, in most arrangements,
does not require separation from the host contract.

For liabilities, the standard retains most of the PAS 39 requirements, which include amortized cost
accounting for most financial liabilities, with bifurcation of embedded derivatives. The amendment also
requires changes in the fair value of an entity’s own debt instruments caused by changes in its own credit
quality to be recognized in other comprehensive income rather than in profit or loss.

Management is currently assessing the impact of PFRS 9 (2014) on the consolidated financial statements of
the Group and it will conduct a comprehensive study of the potential impact of this standard prior to its
mandatory adoption date to assess the impact of all changes.

(@v) PERS 15, Revenue from Contract with Customers (effective from January 1, 2018).

This standard will replace PAS 18, Revenue, and PAS 11, Construction Contracts, the related Interpretations on
revenue recognition: International Financial Reporting Interpretations Committee (IFRIC) 13, Customer
Loyalty Programmes, IFRIC 15, Agreement for the Construction of Real Estate, IFRIC 18, Transfers of Assets from
Customers, and Standing Interpretations Committee 31, Revenune — Barter Transactions Involving Advertising
Services. This new standard establishes a comprehensive framework for determining when to recognize
revenue and how much revenue to recognize. The core principle in the said framework is for an entity to
recognize revenue to depict the transfer of promised goods or services to the customer in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.
Management is currently assessing the impact of this standard on the Group’s consolidated financial
statements.

(v) PERS 16, Leases (effective from January 1, 2019). The new standard will eventually replace PAS 17,
Leases.

For lessees, it requites to account for leases “on-balance sheet” by recognizing a “right of use” asset and a
lease liability. The lease liability is initially measured as the present value of future lease payments. For this
purpose, lease payments include fixed, non-cancellable payments for lease elements, amounts due under
residual value guarantees, certain types of contingent payments and amounts due during optional periods to
the extent that extension is reasonably certain. In subsequent periods, the “right-of-use” asset is accounted
for similarly to a purchased asset and depreciated or amortized. The lease liability is accounted for similar to
a financial liability using the effective interest method. However, the new standard provides important
reliefs or exemptions for short-term leases and leases of low value assets. If these exemptions are used, the
accounting is similar to operating lease accounting under PAS 17 where lease payments are recognized as
expenses on a straight-line basis over the lease term or another systematic basis (if more representative of
the pattern of the lessee’s benefit).

For lessors, lease accounting is similar to PAS 17’s. In particular, the distinction between finance an
operating leases is retained. The definitions of each type of lease, and the supporting indicators of a finance
lease, are substantially the same as PAS 17’s. The basic accounting mechanics are also similar, but with some



different or more explicit guidance in few areas. These include variable payments, sub-leases, lease
modifications, the treatment of initial direct costs and lessor disclosures.

Management is currently assessing the impact of this new standard in the Group’s consolidated financial
statements.

(vi) PFRS 10 (Amendment), Consolidated Financial Statements, and PAS 28 (Amendment), Investments in
Associates and Joint Ventures — Sale or Contribution of Assets between an Investor and its Associates or Joint 1 enture
(effective date deferred indefinitely). The amendment to PFRS 10 requires full recognition in the
investor’s financial statements of gains or losses arising on the sale or contribution of assets that
constitute a business as defined in PERS 3, Business Combinations, between an investor and its associate or
joint venture. Accordingly, the partial recognition of gains or losses (i.e., to the extent of the unrelated
investor’s interests in an associate or joint venture) only applies to those sale or contribution of assets
that do not constitute a business. Corresponding amendment has been made to PAS 28 to reflect these
changes. In addition, PAS 28 has been amended to clarify that when determining whether assets that are
sold or contributed constitute a business, an entity shall consider whether the sale or contribution of
those assets is part of multiple arrangements that should be accounted for as a single transaction.

2.03 Basis of Consolidation

The Group’s consolidated financial statements comprise the accounts of the Parent Company and its
wholly owned subsidiaries (ACIC, ASC and VHC) after elimination of material intercompany transactions.
All intercompany assets and liabilities, equity, income, expenses and cash flows relating to transactions
between entities under the Group, are eliminated in full on consolidation. Unrealized profits and losses
from intercompany transactions that are recognized in assets are also eliminated in full. Intercompany
losses that indicate impairment are recognized in the consolidated financial statements.

The financial statements of the subsidiaries are prepared for the same reporting period as
the Parent Company, using consistent accounting principles.

Subsidiaries are entities over which the Parent Company has control. The Parent Company controls an
entity when it is exposed, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. Subsidiaries are consolidated from the date
the Parent Company obtains control.

The Parent Company reassesses whether or not it controls an entity if facts and circumstances indicate that
there are changes to one or more of the three elements of controls indicated above. Accordingly, entities
are deconsolidated from the date that control ceases.

The acquisition method is applied to account for acquired subsidiaries. This requires recognizing and
measuring the identifiable assets acquired, the liabilities assumed and any non-controlling interest in the
acquiree. The consideration transferred for the acquisition of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former owners of the acquiree and the equity interests issued by
the Group, if any. The consideration transferred also includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Acquisition-related costs are expensed as incurred
and subsequent change in the fair value of contingent consideration is recognized directly in profit or loss.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date. On an acquisition-by-acquisition basis, the
Group recognizes any non-controlling interest in the acquiree, either at fair value or at the non-controlling
interest’s proportionate share of the recognized amounts of acquiree’s identifiable net assets.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any existing equity interest in the acquiree over the acquisition-date fair
value of identifiable net assets acquired is recognized as goodwill. If the consideration transferred is less
than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the
difference is recognized directly as gain in profit or loss.



2.04 Business Combinations
Business acquisitions are accounted for using the acquisition method of accounting.

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the
net identifiable assets of the acquired subsidiary at the date of acquisition. Subsequent to initial recognition,
goodwill is measured at cost less any accumulated impairment losses. Goodwill is tested annually for
impairment and catried at cost less accumulated impairment losses. Impairment losses on goodwill are not
reversed.

Negative goodwill which is the excess of the Group’s interest in the net fair value of net identifiable assets
acquired over acquisition cost is charged directly to profit or loss.

For the purpose of impairment testing, goodwill is allocated to cash-generating units or groups of cash-
generating units that are expected to benefit from the business combination in which the goodwill arose.
The cash-generating units or groups of cash-generating units are identified according to operating segment.

Gains and losses on the disposal of an interest in a subsidiary include the carrying amount of goodwill
relating to it.

If the business combination is achieved in stages, the acquirer is required to remeasure its previously held
equity interest in the acquiree at its acquisition-date fair value and recognize the resulting gain or loss, if
any, in the profit or loss or other comprehensive income, as appropriate.

Any contingent consideration to be transferred by the Group is recognized at fair value at the acquisition
date. Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or
liability is recognized in accordance with PAS 37, Provisions, Contingent Liabilities and Contingent Assets, either
in profit or loss or as a change to other comprehensive income. Contingent consideration that is classified
as equity is not remeasured, and its subsequent settlement is accounted for within equity.

2.05 Business Segments

Operating segments are reported in a manner consistent with the internal reporting provided to the
Group’s management committee; its chief operating decision-maker. The management committee is
responsible for allocating resources and assessing performance of the operating segments.

In identifying its operating segments, management generally follows the Group’s products and service
lines, which represent the main products and services provided by the Group.

Each of these operating segments is managed separately, as each of these service lines requires different
technologies and other resources as well as marketing approaches. All inter-segment transfers are carried
out at arm’s length prices.

The measurement policies the Group uses for segment reporting under PERS 8, Operating Segments, are the
same as those used in its financial statements. There have been no changes from prior periods in the
measurement methods used to determine reported segment’s profit or loss.

2.06 Financial Assets

Financial assets are recognized when the Group becomes a party to the contractual terms of the financial
instrument. For purposes of classifying financial assets, an instrument is considered as an equity
instrument if it is non-derivative and meets the definition of equity for the issuer in accordance with the

criteria of PAS 32, Financial Instruments:

Presentation. All other non-derivative financial instruments are treated as debt instruments.



(a) Classification and Measurement of Financial Assets

Financial assets other than those designated and effective as hedging instruments are classified into the
following categories: financial assets at FVTPL, loans and receivables, held-to-maturity investments and
available-for-sale (AFS) financial assets. Financial assets are assigned to the different categories by
management on initial recognition, depending on the purpose for which the investments were acquired.

Regular purchases and sales of financial assets are recognized on their trade date. All financial assets that
are not classified as at FVIPL are initially recognized at fair value plus any directly attributable
transaction costs. Financial assets carried at FVTPL are initially recorded at fair value and the related
transaction costs are recognized in profit or loss. A more detailed description of the categories of
financial assets relevant to the Group is as follows:

(i) Financial Assets at FTTPL

This category includes financial assets that are either classified as held for trading or that meets certain
conditions and are designated by the entity to be carried at fair value through profit or loss upon initial
recognition. All derivatives fall into this category, except for those designated and effective as hedging
instruments.

Financial assets at FVIPL are measured at fair value, and changes therein are recognized in profit or
loss. Financial assets (except derivatives and financial instruments originally designated as financial assets
at fair value through profit or loss) may be reclassified out of FVTPL category if they are no longer held
for the purpose of being sold or repurchased in the near term.

(i) Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise when the Group provides money, goods or services directly
to a debtor with no intention of trading the receivables.

The Group’s financial assets categorized as loans and receivables are presented as Cash and Receivables
in the consolidated statement of financial position. Cash includes cash on hand and bank deposits which
are unrestricted as to withdrawal.

Loans and receivables are subsequently measured at amortized cost using the effective interest method,
less impairment loss, if any.

(i) AFS Financial Assets

This category includes non-derivative financial assets that are either designated to this category or do not
qualify for inclusion in any of the other categories of financial assets. The Group’s AFS financial assets
include listed equity securities and club shares.

All financial assets within this category are subsequently measured at fair value, except for equity
instruments that do not have a quoted market price in an active market and whose fair value cannot be
reliably measured which are measured at cost, less impairment loss, if any. Gains and losses from
changes in fair value are recognized in other comprehensive income, net of any income tax effects, and
are reported as part of the Revaluation Reserves account in equity, except for interest and dividend
income, impairment losses and foreign exchange differences on monetary assets, which are recognized
in profit or loss.

When the financial asset is disposed of or is determined to be impaired, that is, when there is a
significant or prolonged decline in the fair value of the security below its cost, the cumulative fair value
gains or losses recognized in other comprehensive income is reclassified from equity to profit or loss
and is presented as reclassification adjustment within other comprehensive income even though the
financial asset has not been derecognized.



(b) Impairment of Financial Assets

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or group of financial assets is impaired. The Group recognizes impairment loss based on
the category of financial assets as follows:

(i) Carried at Amortized Cost — Loans and Receivables

If there is objective evidence that an impairment loss on loans and receivables has been incurtred, the
amount of the impairment loss is determined as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not been
incurred), discounted at the financial asset’s original effective interest rate or current effective interest
rate determined under the contract if the loan has a variable interest rate.

The carrying amount of the asset shall be reduced either directly or through the use of an allowance
account. The amount of loss shall be recognized in profit or loss.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized (such as an improvement in the
debtor’s credit rating), the previously recognized impairment loss is reversed by adjusting the allowance
account. The reversal shall not result in a carrying amount of the financial asset that exceeds what the
amortized cost would have been had the impairment not been recognized at the date of the impairment
is reversed.

The amount of the reversal is recognized in profit or loss.
(#) Carried at Cost — AFS Financial Assets

If there is objective evidence of impairment for any of the unquoted equity instruments that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset that is
linked to and required to be settled by delivery of such an unquoted equity instrument, impairment loss
is recognized. The amount of impairment loss is the difference between the carrying amount of the
financial asset and the present value of estimated future cash flows discounted at the current market rate
of return for a similar financial asset. Such impairment losses are not reversed.

(i7i) Carried at Fair Value — AFS Financial Assets

When a decline in the fair value of an ATFS financial asset has been recognized in other comprehensive
income and there is objective evidence that the asset is impaired, the cumulative loss — measured as the
difference between the acquisition cost (net of any principal repayment and amortization) and current
fair value, less any impairment loss on that financial asset previously recognized in profit or loss — is
reclassified from Revaluation Reserves to profit or loss as a reclassification adjustment even though the
financial asset has not been derecognized.

Impairment losses recognized in profit or loss on equity instruments are not reversed through profit or
loss. Reversal of impairment losses is recognized in other comprehensive income, except for financial
assets that are debt securities, which are recognized in profit or loss only if the reversal can be
objectively related to an event occurring after the impairment loss was

recognized.

(¢) Ltems of Income and Expense Related to Financial Assets
All income and expenses, including impairment losses, relating to financial assets that are recognized in

profit or loss are presented as part of Finance Income or Finance Costs in the consolidated statement of
profit or loss. Non-compounding interest, dividend income and other cash flows resulting from holding



financial assets ate recognized in profit or loss when earned, regardless of how the related carrying
amount of financial assets is measured.

d) Derecognition of Financial Assets

The financial assets (or where applicable, a part of a financial asset or part of a group of financial assets)
are derecognized when the contractual rights to receive cash flows from the financial instruments expire,
or when the financial assets and all substantial risks and rewards of ownership have been transferred to
another party.

If the Group neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group recognizes its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recognize the financial asset
and also recognizes a collateralized borrowing for the proceeds received.

2.07 Offsetting Financial Instruments

Financial assets and liabilities are offset and the net amount is reported in the consolidated statement of
financial position 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 assets and settle the liability
simultaneously. This is not generally the case with master netting agreements, and the related assets and
liabilities are presented gross in the consolidated statement of financial position. The right of set-off must
be available at the end of the reporting period, that is, it is not contingent on future event. It must also be
enforceable in the normal course of business, in the event of default, and in the event of insolvency or
bankruptcy; and, must be legally enforceable for both entity and all counterparties to the financial
instruments.

2.08 Property and Equipment

Property and equipment are carried at cost less accumulated depreciation, amortization and impairment in
value.

The cost of an asset comprises its purchase price and directly attributable costs of bringing the asset to
working condition for its intended use. Expenditures for additions, major improvements and renewals are
capitalized; expenditures for repairs and maintenance are charged to expense as incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of
the assets as follows:

Condominium units 15-25 years

Building improvements 5 years
Transportation equipment 5 years
Computer equipment 3-5 years

Furniture, fixtures and equipment 3-5 years

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

Fully depreciated assets are retained in the accounts until these are no longer in use and no further charge
for depreciation is made in respect of those assets.

The residual values, estimated useful lives and method of depreciation of property and equipment are
reviewed, and adjusted if appropriate, at the end of each reporting period. An item of property and
equipment, including the related accumulated depreciation and impairment losses, is derecognized upon
disposal or when no future economic benefits are expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal



proceeds and the carrying amount of the item) is included in the consolidated statement of profit or loss in
the year the item is derecognized.

2.09 Investment Properties

Investment properties (recognized under Other Assets), accounted for under the cost model, are
properties held either to earn rental or for capital appreciation or both, but not for sale in the ordinary
course of business, use for rendering of services or for administrative purposes.

Investment properties are initially recognized, subsequently measured, and derecognized in the estimated
useful life of the assets of 25 years.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.

2.10 Other Assets

Other assets pertain to other resources controlled by the Group as a result of past events.
They are recognized in the consolidated financial statements when it is probable that the future economic
benefits will flow to the Group and the asset has a cost or value that can be measured reliably.

2.11 Intangible Assets

Intangible assets include goodwill, trading right and acquired computer software licenses (presented as part
of Other Assets account in the consolidated statement of financial position). The cost of the asset is the
amount of cash or cash equivalents paid or the fair value of the other considerations given to acquire an
asset at the time of its acquisition or production.

(a) Goodwill

Goodwill represents the excess of the acquisition cost of the investment over the fair value of identifiable
net assets of a subsidiary at the date of acquisition. Goodwill is carried at amortized cost up to the date of
transition to PFRS, less any impairment in value. Goodwill is subject to annual test for impairment
whether there is an objective evidence of impairment or not.

(b) Trading Right

Trading right represents the value of the exchange seat, which allows the Group to trade in the PSE.
Trading right is assessed as having an indefinite useful life and is tested annually for impairment and
carried at cost less accumulated impairment losses.

(¢) Computer Software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and install
the specific software. Costs associated with maintaining computer software are expensed as incurred.
Capitalized costs are amortized on a straight-line basis over the estimated useful life of three years, as these
intangible assets are considered finite. When an intangible asset is disposed of, the gain or loss on disposal
is determined as the difference between the proceeds and the carrying amount of the asset and is
recognized in the consolidated statement of profit or loss.

2.12 Deferred Oil Exploration Costs

The Group made certain investments in oil exploration projects. The cost of exploration relating to service
contract or block area which is still in the exploratory stage are capitalized as Deferred oil exploration costs
(shown under the Other Assets account in the consolidated statement of financial position). When a
service contract or block area is permanently abandoned, the related deferred oil exploration cost is written
off. Service contracts or block areas are considered not permanently abandoned if the service contracts



have not yet expired and/or there are ongoing negotiations for further exploration. The catrying amount
of the capitalized deferred oil exploration costs is written down to its recoverable amount if the catrying
amount is greater than its estimated recoverable amount.

2.13 Impairment of Non-financial Assets

The Group’s property and equipment, investment properties, deferred oil exploration costs, goodwill,
computer software, trading right and other non-financial assets are subject to impairment testing whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. Intangible
assets with an indefinite useful life such as goodwill and trading right are tested for impairment at least
annually.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). As a result, assets are tested for impairment either
individually or at the cash-generating unit level.

Impairment loss is recognized in profit or loss for the amount by which the asset’s or cash-generating
unit’s carrying amount exceeds its recoverable amounts which is the higher of its fair value less costs to sell
and its value in use. In determining value in use, management estimates the expected future cash flows
from each cash-generating unit and determines the suitable interest rate in order to calculate the present
value of those cash flows. The data used for impairment testing procedures are directly linked to the
Group’s latest approved budget, adjusted as necessary to exclude the effects of asset enhancements.
Discount factors are determined individually for each cash-generating unit and reflect management’s
assessment of respective risk profiles, such as market and asset-specific risk factors.

All assets, except goodwill and trading right, are subsequently reassessed for indications that an
impairment loss previously recognized may no longer exist and the carrying amount of the asset is adjusted
to the recoverable amount resulting in the reversal of the impairment loss. Impairment losses recognized
on goodwill are not reversed.

2.14 Financial Liabilities

Financial liabilities include interest-bearing loans and borrowings, due to customers, and accounts payable
and other liabilities (excluding certain accounts within accounts payable and accrued expenses, post-
employment defined benefit obligation, and tax-relatedpayable).

Financial liabilities are recognized when the Group becomes a party to the contractual terms of the
instrument. All interest-related charges are recognized as expense under the caption of Finance Costs in
the consolidated statement of profit or loss. Interest-bearing loans and borrowings are obtained to support
the short-term to long-term funding needs of the Group. They are recognized at proceeds received, net of
direct issue costs. Finance charges, including premiums payable on settlement or redemption and direct
issue costs, are charged to profit or loss on an accrual basis using the effective interest method and are
added to the carrying amount of the instrument to the extent that they are not settled in the period in
which they arise.

Due to customers, and accounts payable and other liabilities are recognized initially at their fair value and
subsequently measured at amortized cost, using effective interest method for maturities of more than one
year, less settlement payments.

Financial liabilities are derecognized from the consolidated statement of financial position only when the
obligations are extinguished either through discharge, cancellation or expiration. The difference between
the carrying amount of the financial liability derecognized and the consideration paid or payable is
recognized in the consolidated profit or loss.



2.15 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of economic
resources and they can be estimated reliably even if the timing or amount of the outflow may still be
uncertain. A present obligation arises from the presence of a legal or constructive commitment that has
resulted from past events.

Provisions are measured at the estimated expenditure required to settle the present obligation,based on the
most reliable evidence available at the end of the reporting period, including the risks and uncertainties
associated with the present obligation. Where there are a number of similar obligations, the likelihood that
an outflow will be required in settlement is determined by considering the class of obligations as a whole.
When time value of money is material, long-term provisions are discounted to their present values using a
pre-tax rate that reflects market assessments and the risks specific to the obligation. The increase in
provision due to passage of time is recognized as interest expense. Provisions are reviewed at the end of
each reporting period and adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resource as a result of present obligations is
considered improbable or remote, or the amount to be provided for cannot be measured reliably, no
liability is recognized in the consolidated financial statements. Similarly, possible inflows of economic
benefits to the Group that do not yet meet the recognition criteria of an asset are considered contingent
assets, hence, are not recognized in the consolidated financial statements. On the other hand, any
reimbursement that the Group can be virtually certain to collect from a third party with respect to the
obligation is recognized as a separate asset not exceeding the amount of the related provision.

2.16 Related Party Transactions and Relationships

Related party transactions are transfers of resources, services or obligations between the Company and its
related parties, regardless whether a price is charged.

Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial and operating decisions. These parties
include: (a) individuals owning, directly or indirectly through one or more intermediaries, control or are
controlled by, or under common control with the Parent Company; (b) associates; (c) individuals owning,
directly or indirectly, an interest in the voting power of the Parent Company that gives them significant
influence over the Parent Company and close members of the family of any such individual; and, (d) the
Group’s funded retirement plan.

In considering each possible related party relationship, attention is directed to the substance of the
relationship and not merely on the legal form.

2.17 Equity

Capital stock represents the nominal value of shares that have been issued.

Additional paid-in capital includes any premium received on the issuance of capital stock. Any transaction
costs associated with the issuance of shares are deducted from additional paid-in capital, net of any related

income tax benefits.

Treasury shares are stated at the cost of reacquiring such shares and are deducted from equity attributable
to the Group’s equity holders until the shares are cancelled, reissued or disposed of.

Revaluation reserves comprise gains and losses due to the revaluation of AFS financial assets and
remeasurements of post-employment defined benefit obligation.

Deficit represents all current and prior period results of operations as reported in the consolidated
statement of profit or loss.



2.18 Revenue and Expense Recognition

Revenue comprises revenue from rendering of services measured by reference to the fair value of
consideration received or receivable by the Group for services rendered, excluding value-added tax (VAT).

Revenue is recognized to the extent that the revenue can be reliably measured; it is probable that the
economic benefits will flow to the Group; and, the costs incurred or to be incurred can be measured reliably.
In addition, the following specific recognition criteria must also be met before revenue is recognized:

(a) Rendering of services (commissions, underwriting fees, financial and management advisory fees) — Revenue is recognized
when contractually agreed tasks have been substantially rendered.

(b) Gain on sale of investments — Revenue is recognized when the ownership of the secutities is transferred to the
buyer (at an amount equal to the excess of the selling price over the carrying amount of securities).

(¢) Interest — Revenue is recognized as the interest accrues taking into account the effective yield on the assets.
(d) Rental — Revenue is recognized on a straight line basis over the lease term.

Costs and expenses are recognized in the consolidated statement of profit or loss upon utilization of services
or at the date they are incurred. All finance costs ate reported in profit or loss on an accrual basis, except for
borrowing costs capitalized as part of the cost of any qualifying asset.

2.19 Securities Transactions

Securities transactions (and related commission income and expense, if applicable) are recorded on a
transaction date basis.

2.20 Leases
The Group accounts for its leases as follows:

(a) Group as lessee — Leases, which do not transfer to the Group substantially all the risks and benefits of
ownership of the asset, are classified as operating leases. Operating lease payments are recognized as expense
in the consolidated statement of profit or loss on a straight-line basis over the lease term. Associated costs,
such as maintenance and insurance, are expensed as incurred.

(b) Group as lessor — Leases, which do not transfer to the lessee substantially all the risks and benefits of
ownership of the asset, are classified as operating leases. Lease income from operating leases is recognized as
income in the consolidated statement of profit or loss on a straight-line basis over the lease term.

The Group determines whether an arrangement is, or contains, a lease based on the substance of the
arrangement. It makes 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.

2.21 Foreign Currency Transactions and Translation

The accounting records of the Group are maintained in Philippine pesos. Foreign currency transactions
during the year are translated into the functional currency at exchange rates, which approximate those
prevailing on transaction dates. Foreign currency gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the consolidated statement of profit or loss.

2.22 Employee Benefits

The Group provides benefits to employees through a defined benefit plan, defined contribution plan, and
other employee benefits which are recognized as follows:



(a) Post-employment Defined Benefit Plan

A defined benefit plan is a post-employment plan that defines an amount of post-employment benefit that
an employee will receive on retirement, usually dependent on one or more factors such as age, years of
service and salary. The legal obligation for any benefits from this kind of post-employment plan remains
with the Group, even if plan assets for funding the defined benefit plan have been acquired. Plan assets
may include assets specifically designated to a long-term benefit fund, as well as qualifying insurance
policies. The Group’s defined benefit post-employment plan covers all regular full-time employees. The
pension plan is tax-qualified and non-contributory.

The liability recognized in the consolidated statement of financial position for a defined benefit plan is the
present value of the defined benefit obligation (DBO) at the end of the reporting period less the fair value
of plan assets. The DBO is calculated annually by independent actuaries using the projected unit credit
method. The present value of the DBO is determined by discounting the estimated future cash outflows
for expected benefit payments using a discount rate derived from the interest rates of zero-coupon
government bonds as published by Philippine Dealing & Exchange Corp., that are denominated in the
currency in which the benefits will be paid and that have terms to maturity approximating to the terms of
the related post-employment liability.

Remeasurements, comprising of actuarial gains and losses arising from experience adjustments and
changes in actuarial assumptions and the return on plan assets(excluding amount included in net interest)
are reflected immediately in the consolidated statement of financial position with a charge or credit
recognized in other comprehensive income in the period in which they arise. Net interest is calculated by
applying the discount rate at the beginning of the period, taking account of any changes in the net defined
benefit liability or asset during the period as a result of contributions and benefit payments. Net interest is
reported as part of Finance Costs or Finance Income account in the consolidated statement of profit or
loss.

Past service costs are recognized immediately in profit or loss in the period of a plan amendment or
curtailment.

(b) Post-employment Defined Contribution Plan

A defined contribution plan is a post-employment plan under which the Group pays fixed contributions
into an independent entity such as social security system. The Group has no legal or constructive
obligations to pay further contributions after payment of the fixed contribution. The contributions
recognized in respect of defined contribution plans are expensed as they fall due. Liabilities and assets may
be recognized if underpayment or prepayment has occurred and are included in current liabilities or
cutrent assets as they are normally of a short-term nature.

(c) Compensated Absences

Compensated absences are recognized for the number of paid leave days (including holiday entitlement)
remaining at the end of the reporting period. They are included as part of Others under the Accounts
Payable and Other Liabilities account in the consolidated statement of financial position at the
undiscounted amount that the Group expects to pay as a result of the unused entitlement.

2.23 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred, except to the extent
that they are capitalized. Borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset (i.c., an asset that takes a substantial period of time to get ready for its
intended use or sale) are capitalized as part of cost of such asset. The capitalization of borrowing costs
commences when expenditures for the asset and borrowing costs are being incurred and activities that are
are necessary to prepare the asset for its intended use or sale are in progress. Capitalization ceases when
substantially all such activities are complete.



Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalization.

2.24 Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax not recognized in
other comprehensive income or directly in equity, if any. Current tax assets or current tax liabilities comprise
those claims from, or obligations to, fiscal authorities relating to the current or prior reporting period, that
are uncollected or unpaid at the end of the reporting period. They are calculated using the tax rates and tax
laws applicable to the fiscal periods to which they relate, based on the taxable profit for the year. All changes
to current tax assets or current tax liabilities are recognized as a component of tax expense in profit or loss.

Deferred tax is accounted for using the liability method, on temporary differences at the end of the reporting
period between the tax base of assets and liabilities and their carrying amounts for financial reporting
purposes. Under the liability method, with certain exceptions, deferred tax liabilities are recognized for all
taxable temporary differences and deferred tax assets are recognized for all deductible temporary differences
and the carryforward of unused tax losses and unused tax credits to the extent that it is probable that taxable
profit will be available against which the deductible temporary differences can be utilized. Unrecognized
deferred tax assets are reassessed at the end of each reporting period and are recognized to the extent that it
has become probable that future taxable profit will be available to allow such deferred tax assets to be
recovered.

Deferred tax assets and deferred tax liabilities are measured at the tax rates that are expected to apply in the
period when the asset is realized or the liability is settled provided such tax rates have been enacted or
substantively enacted at the end of the reporting period.

The measurement of deferred tax liabilities and deferred tax assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the end of the reporting period, to recover or settle
the carrying amount of its assets and liabilities.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilized.

Most changes in deferred tax assets or deferred tax liabilities are recognized as a component of tax expense
in profit or loss, except to the extent that it relates to items recognized in other comprehensive income or
directly in equity. In this case, the tax is also recognized in other comprehensive income or directly in equity,
respectively.

Deferred tax assets and deferred tax liabilities are offset if the Group has a legally enforceable right to offset
current tax assets against current tax liabilities and the deferred taxes relate to the same entity and the same
taxation authority.

2.25 Earnings (Loss) Per Share

Earnings (loss) per share is determined by dividing consolidated net profit (loss) by the weighted average
number of common shares issued and outstanding during the year.



3. SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial statements in accordance with PFRS requires management to
make judgments and estimates that affect the amounts reported in the consolidated financial statements and related
notes. Judgments and estimates are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. Actual results
may ultimately differ from these estimates.

3.01 Critical Management Judgments in Applying Accounting Policies

In the process of applying the Group’s accounting policies, management has made the judgments discussed in the
succeeding page, apart from those involving estimation, which have the most significant effect on the amounts
recognized in the consolidated financial statements.

(a) Impairment of AFS Financial Assets

The determination when an investment is other-than-temporarily impaired requires significant judgment. In making
this judgment, the Group evaluates, among other factors, the duration and extent to which the fair value of an
investment is less than its cost, and the financial health of and neatr-term business outlook for the investee, including
factors such as industry and sector performance, changes in technology and operational and financing cash flows.
Future changes in those information and circumstance might significantly affect the carrying amount of the assets.

(b) Distinction between Operating and Finance Leases
The Group has entered into various lease agreements either as a lessor or lessee.

Critical judgment was exercised by management to distinguish each lease agreement as either an operating or
finance lease by looking at the transfer or retention of significant risk and rewards of ownership of the properties
covered by the agreements. Failure to make the right judgment will result in either overstatement or understatement
of assets and liabilities. Management has determined that its current lease agreements are under operating leases.

(¢) Distinction between Investment Properties and Owner-occupied Properties

The Group determines whether a property qualifies as investment property. In making its judgment, the Group
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 the property but also to other assets
used in the production or supply process.

(d) Recognition of Provisions and Contingencies

Judgment is exercised by management to distinguish the difference between Provisions and contingencies.

3.02 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next reporting period:

(a) Estimation of Useful Lives of Property and Equipment, Investment Properties and Computer Software

The Group estimates the useful lives of property and equipment, investment properties and computer software
based on the period over which the assets are expected to be available for use. The estimated useful lives of
property and equipment, investment properties and computer software are reviewed petiodically and are updated if

expectations differ from previous estimates due to physical wear and tear, technical and legal or other limits on the
use of the assets.



(b) Impairment of Receivables

Allowance is made for specific and groups of accounts, where objective evidence of impairment exists. The Group
evaluates these accounts based on available facts and circumstances, including, but not limited to, the length of the
Group’s relationship with the counterpatties, the counterparties’ current credit status, average age of accounts,
collection experience and historical loss experience. The methodology and assumptions used in estimating future
cash flows are reviewed regularly by the

(¢) Valnation of Financial Assets other than Receivables

The Group carries certain financial assets at fair value, which requires the extensive use of accounting estimates and
judgment. Significant components of fair value measurement were determined using verifiable objective evidence
such as foreign exchange rates, interest rates, and volatility rates. However, the amount of changes in fair value
would differ if the Group utilized different valuation methods and assumptions. Any change in fair value of these
financial assets would affect the consolidated profit and loss and other comprehensive income.

In 2017 and 2016, most of the Group’s financial assets measured at fair value are valued using price quoted in an
active market.

The carrying values of the Group’s financial assets at FVTPL and AFS financial assets and the amounts of fair value
changes recognized during the years on those assets are disclosed in Note 5.

(d) Determining Realizable Amount of Deferred Tax Assets

The Group reviews its deferred tax assets at the end of each reporting period and reduces the carrying amount to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be utilized. The carrying values of recognized and unrecognized deferred tax assets as of
March 31, 2017 and December 31, 2016 are disclosed in Note 9.

(¢) Impairment of Non-financial Assets

In assessing impairment, management estimates the recoverable amount of each asset or a cash-generating unit
based on expected future cash flows and uses an interest rate to calculate the present value of those cash flows.
Estimation uncertainty relates to assumptions about future operating results and the determination of a suitable
discount rate. Though management believes that the assumptions used in the estimation of fair values reflected in
the consolidated financial statements are appropriate and reasonable, significant changes in these assumptions may
materially affect the assessment of recoverable values and any resulting impairment loss could have a material
adverse effect on the results of operations.

(1) Valuation of Post-employment Defined Benefit Obligation

The determination of the Group’s post-employment defined benefit obligation is dependent on the selection of
certain assumptions used by actuaries in calculating such amounts. Those assumptions include, among others,
discount rates and salary increase rate. A significant change in any of these actuarial assumptions may generally
affect the recognized expense, other comprehensive income or losses and the carrying amount of the post-
employment benefit obligation in the next reporting period.

(2) Fair VValue Measurement for Investment Properties

The Group’s investment properties are composed of condominium units catried at cost at the end of the reporting
period. The fair value of investment properties, as disclosed in Note 13.03, is determined by reference to market-
based evidence, which is the amount for which the assets could be exchanged between a knowledgeable willing
buyer and seller in an arm’s length transaction as at the valuation date. Such amount is influenced by different
factors including the location and specific characteristics of the property (e.g., size, features, and capacity), quantity
of comparable properties available in the market, and economic condition and behaviour of the buying parties. A
significant change in these elements may affect prices and the value of the assets.



4. SEGMENT INFORMATION

The group’s operating business are organized and managed separately according to the nature of products and
services provided, with each segment representing a strategic business unit that offers different products and setves
different markets.

The following tables present revenues and profit information regarding industry segments for the years ended June
30, 2017 and December 31, 2016 and certain assets and liabilities information regarding industry segments at June
30, 2017.

June 30, 2017
Securities Investment Leasing Elimination Group
Brokerage Banking
Revenues:
External 114,722,612 21,273,828 5,850,179 - 141,846,619
Inter-segment - 11,421,472 4,063,632 (15,765,104) -
Total revenues 114,722,612 32,695,300 9,913,811 (15,765,104) 141,846,619
Expenses
External (56,401,027) (115,480,584) (21,312,179) - (193,193,790)
Inter-segment (15,485,104) - - (15,765,104) -
Total expenses (71,886,131) (115,480,584) (21,312,179) (15,765,104) (193,193,790)
Operating Income 42,836,482 (52,351,711) (11,398,369) - (51,347,172)
Net income 42,836,482 (57,950,005) (7,978,858) - (23,092,381)
Segment assets 2,161,649,011 5,603,830,602 805,888,769 (2,453,209,741) 6,118,158,642
Segment liabilities 1,754,483,020 3,188,735,829 603,250,810 (1,632,864,289) 3,913,605,370
December 31, 2016
Securities Investment Leasing Elimination Group
Brokerage Banking and Others
Revenues:
External 213,309,721 133,972,187 74,357,297 421,639,205
Inter-segment 80,256 36,869,800 8,282,016 (50,820,133) (5,588,061)
Total revenues 213,389,977 170,841,987 82,639,313 (50,820,133) 416,051,144
Expenses
External 128,495,182 236,727,727 39,288,673 404,511,582
Inter-segment 44,634,105 1,164,060 - (45,798,165) -
Total expenses 173,129,287 237,891,787 39,288,673 (45,798,165) 404,511,582
Operating income 40,260,690 (67,049,800) 43,350,650 (5,021,968) 11,539,562
Net Profit ( Loss) 26,928,259 (68,517,910) 43,088,331 (5,021,968) (3,523,288)
Segment assets 804,813,727 5,484,674,256 738,806,253 (972,487,433) 6,055,806,803
Segment liabilities 440,484,216 2,991,717,019 528,189,436 (152,141,983) 3,808,248,688

5. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

The Group’s financial assets at FVIPL are composed of equity securities with a total fair value amounting to
£973,982,490 and £970,057,383 as of June 30, 2017 and December 31, 2016.



Equity securities included investments in shares of stock of publicly listed entities which are held for trading
purposes. These shares are carried at fair value as determined directly by reference to published price quoted in
an active market. For investments in shares of stock of publicly-listed entities, which are suspended for trading
as of the end of the reporting period, the last transacted price before the suspension was used in the
determination of their fair value.

The gain on sale of financial assets at FVIPL amounted to £62,489,266 in June 30, 2017 and £150,172,425 in

December 2016. These are presented as part of Gain on Sale of Investments in Financial Assets.

6. AVAILABLE FOR SALE FINANCIAL ASSETS

Available for sale financial assets pertain to investment in the shares of stock of the following:

June 30, 2017 December 31, 2016

At fair value :
BCor £2.376,037,995 P2 383,449,331
Others- Club shares 6,180,000 6,180,000
2,382,217,995 2,389,629,331

At cost:

Universal Rightfields Prop. 144,910,130 144,910,130
Metro Pacific Corporation 10,697,669 10,697,669
Philippine Central Depository 22,800 22,800
Others 3,000,000 3,000,000
158,630,599 158,630,599
Allowance for impairment (150,281,764) (150,281,764)
8,348,835 8,348,835
£2,390,566,830 P2.397,978,166

The fair values of available for sale financial assets carried at fair value have been determined directly by

reference to published prices in an active market.

7. RECEIVABLES

This account consists of:

June 30, 2017 December 31, 2016

Customers/brokers P1,555,201,098 £1,518,388,751
Equities Margin and other loans 580,008,482 631,010,178
Accounts receivable 231,890,462 184,470,924
Notes receivable 71,612,364 77,585,266
Interest receivables 65,141,629 65,141,629
Management fee receivable 55,356,800 42,500,000
Others 20,739,048 9,022,665
2,579,949,884 2,565,950,355

Allowance for impairment losses (292,755,128) (289,326,103)
P2 287,194,757 £2 276,624,252




8.

PROPERTY AND EQUIPMENT

This account consists of Condominium Units, Computer Equipment,
Transportation Equipment, and Furniture and Fixtures. As of June 30, 2017 and December 31, 2016, Property
and Equipment amounted to £58.7 million and £51 million, respectively (net accumulated depreciation).

9.

OTHER ASSETS

The breakdown of this account follows:

Leasehold Improvements,

June 30, 2017 December 31, 2016
Deferred tax assets — net 157,396,523 £127,025,393
Creditable withholding taxes 109,762,922 108,583,958
Goodwill 84,584,951 84,584,951
Deferred oil exploration costs 15,418,003 15,418,003
Prepayments 9,124,486 384,458
Trading right 1,408,000 1,408,000
Others 3,977,320 9,486,766
381,672,206 219,866,136
Allowance for impairment of goodwill (49,260,596) (49,260,596)
Allowance for non-recoverability of deferred
exploration cost (15,418,003) (15,418,003)
£316,993,607 £282,212,930

10. DUE TO CUSTOMERS

Due to customers arise from the Group’s securities brokerage activities. These are normally settled within three
days after the respective trading dates and are all non-interest bearing. Management considers the carrying
amounts recognized in the consolidated statements of financial position to be reasonable approximation of
their fair values. Outstanding balances as of June 30, 2017 and December 31, 2016 amount to £298,257,912
and P185,916,065 respectively.

11. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

This account represents the company’s current liabilities and payables to trade creditors, clients, pension
liabilities, and the accrual of expenses such as interest, taxes, commissions and bonuses.

June 30, 2017 December 31, 2016
Accounts Payable and accrued expenses 114,130,243 P114,831,628
Post-employment defined benefit obligation 27,593,980 27,593,980
Taxes Payable - 18,001,800
Dividends payable - 191,358
Others 27,237,502 10,120,121
168,833,474 £170,738,887




12. INTEREST BEARING LOANS AND BORROWINGS

Loans payable consists of short-term borrowings obtained from local banks and short-term notes payables
from various funders. Short-term borrowings bear interest at rates ranging from 4.5% to 6.75% in 2017 and
from 4.5% to 7.0% in 2016.

13. TREASURY SHARES

Treasury shares pertain to the Company’s stock held by ACIC (Abacus Capital and Investment Corp.) and
VHC (Vista Holdings Corp.) at cost.

14. FINANCIAL RISK DISCLOSURE

The Group is exposed to a variety of financial risks which result from both its operating, financing and
investing activities. The risk management activities at the level of each company in the Group is coordinated
with the Parent Company, in close cooperation with the Board of Directors(BDO), and focuses on actively
securing the Group’s short-to-medium-term cash flows by minimizing the exposure to financial markets. Long-
term financial investments are managed to generate lasting returns.

Interest Rate Risk

The Group has no significant exposure to changes in market interest rates as most of its short-term financial
assets and liabilities are non-interest bearing and its bank loans have fixed annual interest rates.

Foreign Currency Risk

Foreign cutrency risk arises from potential losses from the changes in the exchanges rates of the Group’s
foreign currency denominated assets and liabilities.

The Groups seck mitigate the effect of its foreign currency exposure by limiting its foreign currency
transactions to the extent possible. The Group does not enter into forward contracts or hedging transactions.

The Group’s United States (US) dollar-denominated financial instruments, pertains only to cash in bank,
translated into Philippine pesos at the closing rates, amounting to 2187,268 in June 30, 2017 and P186,451 in
December 2016.

The exchange rate used are £50.466:US$1 as of June 30, 2017 and P49.813:US$1 as of December 31, 2016 .
Credit Risk

Generally, the maximum credit risk exposure of financial assets is the carrying amount of the financial

assets as shown on the face of the consolidated balance sheets (or in the detailed analysis provided in the notes
to the consolidated financial statements) as summarized below:

2017 2016
Cash in bank P 90,655478 R 77,919,874
Receivables-net 2,287.194.757 2.276,624.252

P2,377,850,235 P2,354,544,126



The Group continuously monitors defaults of customer and other counterparties, identified either individual
or by group, and incorporate this information into its credit risk controls. The Group’s policy is to deal only
with creditworthy counterparties.

As part of group policy, bank deposits and short-term placements are only maintained with reputable financial
institutions. For the determination of credit risk, cash do not include the cash on hand amounting £105,000 as
of June 30, 2017. The Group’s cash in bank is covered by a maximum insurance of P250,000, representing
insurance coverage in the depository bank of the Group, as provided for under RA No0.9302, Charter of
Philippine Deposit Insurance Corporation.

Certain receivables of the Group are partially secured by borrowers’ collaterals and customer’ stocks traded in
the PSE that are held by the Group. Other Financial assets are not secured by collateral or other credit
enhancements.

Management believes that the amount of the past due or individually impaired receivables, which is shown net
of allowance, are still recoverable as the Group’s management has regular communication with the debtors for
the settlement of the receivables.

In respect of receivables, the Group is not exposed to any significant credit risk exposure to any single
counterparty or any group of counterparties having similar characteristics.

Liquidity Risk

The group manages its liquidity needs by carefully monitoring schedules debt servicing payments for long-term
financial liabilities as well as cash outflows due in a day-to-day business. Liquidity needs are monitored in
various time bands, on a day-to-day and week-to-week basis, as well as on the basis of rolling 30-day projection.
Long-term liquidity needs for a 6-month and one-year period are identified monthly.

The group maintains cash to meet its liquidity requirements for up to 60-day periods. Excess cash are invested
in time deposits, mutual funds or short-term marketable securities. Funding for long-term liquidity needs is
additionally secured by the Group’s ability to sell long-term financial assets.

Other Market Risk

The Group’s market price risk arises from its investments catried at fair value (financial assets classified as
financial assets at fair value through profit and loss and available for sale financial assets). It manages its risk
arising from the changes in market price by monitoring the changes in the market price of the investments.

15. CONTINGENCIES

As of June 30, 2017, there are no pending claims and legal actions by third parties against or involving the
Company and its subsidiaries arising from the normal course of business which are not reflected in the
accompanying financial statements. In the opinion of the Company’s management, as of June 30, 2017,
liabilities atising from these claims, if any, would not have a material effect on the Company and its
subsidiaries. Any liability or loss arising therefrom would be taken up by the Company and its subsidiaries when
the final resolution of the claims and actions are determined.



FIRST ABACUS FINANCIAL HOLDINGS CORP AND SUBSIDIARIES

AGING OF ACCOUNTS RECEIVABLE

As of June 30, 2017

1. Aging of Accounts Receivable

Current Past Due

Type of Receivable Total 3 days - 1 mo. 2 - 6 Months 7Mos. -1 Year | Over One Year
Customers/Brokers/ Clearing house 1,574,470,500 1,564,835,799 - - 9,634,701
Equity margin loans 580,008,482 - 50,000,000 348,446,824 181,561,658
Notes and interest receivables 349,375,051 - - 247,816,282 101,558,770
Management fee receivable 55,356,800 - 55,356,800 - -

Others 20,739,051 - 20,739,051 - -

Total 2,579,949,885 1,564,835,799 126,095,851 596,263,106 292,755,128
Less Allowance for doubtful accounts 292,755,128 - - - 292,755,128
Accounts Receivable, June 30, 2017 2,287,194,757 1,564,835,799 126,095,851 596,263,106 0

2. Accounts Receivable Description

Type Receivable
Loans receivable

Short- term loans granted to Individuals and Corporations.

Customers/brokers

Related to stock broking transactions

Clearing House

Related to stock broking transactions

Others

Various receivables like Advances to employees, suppliers and the like.






