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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended ........vuac..nt June 30, 2013
2. Commuission identtficadon number................ : AS0O94004462
3. BIR Tax Identification NO...coeevmeeevversr : 043-000-426-523-V

Province, country or other jurisdiction of incorporation or orgahi
Pasig City, Philippines

T
FORRYAND (g

6. Industry Classification Code: I:l (SEC Use Only) ﬂ T

7. Address of issuer's principal office Postal Code
Renaissance Tower, Meralco Avenue, Pasig City 1600

8. Issuer's telephone number, including area code
Tel. No. (632) 637-6581

10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA
Number of shares of common stock outstanding

Title of each class and amount of debt outstanding
Common stock 8,486,000,000

Loans payable 2-

Bonds payable B-

11. Arc any or all of the securities listed on a Stock Exchange?
Yes [X] No [ j
If yes, state the name of such Stock Fxchange and the class/es of securities listed therein:

Philippine Stock Exchange (PSE) Common stock
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12. Indicate by check mark whether the registrant:

(2) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or for such shorter period the registrant was required to file such reports)

Yes [X] No [ ]

(b) has been subject to such filing requirements for the past ninety (90) days.
Yes [X] No [ ]
PART I--FINANCIAL INFORMATION
Item 1. Financial Statements,

Please refer to attached Annex A-1 for the Consolidated Statements of Financial Position as
of June 30, 2013 and December 31, 2012; Annex A-2 for the Consolidated Statements of
Comprehensive Income for the period ended June 30, 2013 and June30, 2012; Annex A-3 for
Consolidated Statements of Changes in Stockholders’ Equity for the six-month period ended June
30, 2013 and June 30, 2012; Annex A-4 for the Consolidated Statements of Cash Flows for the six-
month petiod ended June 30, 2013 and June 30, 2012 and Annex A-5 for the Aging of Receivables
for the 2nd Quatter ended June 30, 2013.

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

Refer to attached Analysis of Operations.
PART II--OTHER INFORMATION

Not Applicable.
SIGNATURES

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

Princip;ﬂ Financial/Accounting Officer/ %r “67/0*%5‘ )
Controller/ Authorized Representative : Ms. I i V. Villan evam
Title : Chief Financial Officer



GLOBAL-ESTATE RESORTS, INC, AND SUBSIDIARIES
MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE 2nd QUARTER ENDED June 30, 2013

REVIEW QF RESULTS OF OPERATIONS

Consolidated revenues for the six-month period ended June 30, 2013 amounted to R 902.5 million
with an increase of 12% compared to £ 805.0 million in June 30, 2012. The Company’s real estate
sale of  515.6 million came mainly from sale of lots in Newcoast Shophouse District, Newcoast
Boutique Hotel and Newcoast Village in Boracay, Sta. Barbara Heights in Ilo-Tlo City, and Twin
Lakes Domaine Le Jardin in Laurel, Batangas. Income from rentals and golf course maintenance
contracts amounted to P 95.4 million. Realized gross profit on prior years’ teal estate sales amounted
to £ 58.0 million. Hotel revenues as of June 30, 2013 amounted to P 127.5 million, an increase of
133% from P 54.6 million as of June 30, 2012 due to expansion of hotel operations in Boracay.

Balance of revenues was contributed by interest and other income of P-106.1 million.

Cost and expenses posted an increase of B 67.3 million or 9.8% from P 687.4 million in June 30,
2012 to £ 754.7 million as of June 30, 2013 mainly due to deferred gross profit on real estate sales

and cost of hotel operations.

The company posted a 2147.8 million Net Income or 25.7% increase for the six-month period
ended June 30, 2013, as compared to a Php117.6 million net income realized as of June 30, 2012,

mainly due to increase in real estate sales and hotel revenue.
As a result, BEarings per share increased to Php 0.0163 from the previous year’s level of Php 0.0144.

Major Movements of Income Statement Accounts are as follows:

* 21% Increase in Real Estate Sales - mainly due to increase in sales generated from new
projects.

® 1% Decrease in Realized gross profit on prior years’ real estate sales — due to majority of
the deferred income from old projects were realized in 2012,

¢  133% Increase in Hotel Operations — due to expansion of hotel operations



* 38% Increase in Equity in Net Earnings of Associates, interest and other income — Primarily
due to increase in interest and other income.

* 9% Decrease in Cost of Real Estate Sales - due to majotity of the sales realized for the
petiod came from sale of lots.

*  41% Increase in Deferred Gross Profit on Real Estate Sales— mainly due to sales realized for
the period came from newly launched projects.

¢ 135% Increase in Cost of Hotel Operations — mainly due to increase in hotel revenue.
®  24% Decrease in Cost of Services — mainly due to decrease in service revenue.
*  43% Increase in Interest and other charges — mainly due to increase in other charges

®  18% Increase in Income Tax expense — due to increase in taxable income

REVIEW OF FINANCIAL CONDITION

The Group’s financial position remained stable. Total assets as of June 30, 2013, Php27.0 billion
compared to Php24.6 billion as of December 31, 2012, posted an increase of Php2.4 billion or 10%.

Cash and cash equivalents increased by 276% due to deposit for future subscription from increase in
capital, from Php466 million in December 2012 to Php1.8 billion in June 2013. Trade and other
receivables increased by 19% due to the increase in installment sales booked for the period, from
Php1.99 billion in December 2012 to Php2.4 billion in June 2013. Advances to related parties
increased from Php930.2 million in December 2012 to Php982.1 million in June 2013. The 6%
increase is because of the additional advances made to related parties. Real estate and resort shares
for sale increased by 8% from Php7.8 billion in December 2012 to Php8.4 billion in June 2013 due
to increase in percentage of completion of on-going projects. Property Development Cost increased
by 13% due to development of new projects.

Trade and other payables increased by 7% mainly due to increase in payables to contractors and
suppliers. Customer’s deposit increased from Php549.7 million in December 2012 to Php931.2
million in June 2013, the 69% increase is due to increase in reservation sales for the period. Reserve
for property development cost increased by 11% due to increase in accrual of development cost for
the period. Defetred Income on real estate sales increased by 14% due to deferred gross profit from
sales recognized for the petiod. Deferred Tax Liability also increased from Php125.2 million in
December 2012 to Php138.1 million in June 2013, The 10% increase is due to increase in taxable
temporary difference. Other non-current liabilities increased by 36% from Php180.4 million in
December 2012 to Php246 million in June 2013 mainly due to non-current portion of customer’s
deposit from reservation sales for the period.

Sharcholders’ Equity increased by 9% from Php17.6 billion in December 2012 to Php19.2 billion in
June 2013 mainly due to deposit for future subscription from the increase in capital.



Major movements of Balance Sheet Accounts are as follows:

& 270% lIncrease in Cash and cash equivalent — due to the deposit for future subscription from

Increase in capital.

¢ 19% Increase in Trade and other receivables — due to increase in installment sales booked
during the period.

* (% Increase in Advances to Related Parties — mainly due to additional advances.

¢ 8% Increase in Real estate and resorts share for sale — due to increase in percentage of
completion of on-going projects.

¢ 13% Increase in Property development cost -- due to increase in development of new

projects.
* 10% Increase in Investment Property — due to additional ptoject development.

o 7% Increase in Trade and other payables — mainly due to increase in payables to contractors

and suppliers.

*  69% Increase in Customer’s deposit — due to increase in reservation sales for the period.

* 11% Increase in Reserve for Property Development Cost — due to increase in accrual of
development cost for the period.

* 14% Increase in Deferred Income — due to deferred gross profit from real estate sales
recognized for the petiod.

*  10% Increase in Deferred Tax Liability — due to increase in taxable temporary difference.

¢ 36% Increase in Other non-current lability — mainly due to non-current portion of
customer’s deposit from reservation sales for the period.

* 9% Increase in equity — mainly due to deposit for future subscription from increase in

capital.



KEY PERFORMANCE INDICATORS

LIQUIDITY RATIOS
June 30, 2013 December 31, 2012
Current Ratio 34 3,33
Quick Ratio 0.66 (.40

Current Ratio (Current Assets/ Current I iabilities)
Liquidity ratio measures a company’s ability to pay short-term obligations.

Quick Ratio (Cash and cash equivalents + Current Trade receivables) Current Liabilities)

It measures a company’s ability to meet its short-term obligations with its most liquid assets.

LEVERAGE OR LONG-RANGE SOLVENCY RATIOS

June 30, 2013 December 31, 2012
Debt to Total Assets 29% 29%
Equity to Total Assets 1% 1%
Debt to Equity 41% 40%
Asset To Equity 1.41 1.40

Debt to Total Arsets

It shows the creditors’ contribution to the total resources of the organization.

Equity to Total Assets

It shows the extent of owners’ contribution to the total resoutces of the organization.

Debt to Eguity

It relates the exposure of the creditors to that of the owners.

Asset To Equity (Total Assets/ Total Owner’s Equity)

It measures the company’s leverage.




PROFITABILITY RATIOS

June 30, 2013 June 30, 2012
Return on Equity 0.89% 0.73%
Return on Assets I (0.51% 0.54%
Earnings per Share - £0.0163 £0.0144

Return on Equity (Net Income/ Equity Atiributable to Parent Company’s shareholders)
It tests the productvity of the owners’ investments.

Return on Assets (Net Income/ Total Assets)
This ratio indicates how profitable a company is relative to its total assets.

Earnings per Share (EPS)

It indicates the earnings for each of the common shares held.

ACTIVITY RATIOS
June 30, 2013 June 30, 2012
Asset Turnover 1.91% 1.96%

Asset Turnover (Sales/ Total Assets)
It measures the level of capital investment relative to sales volume.

OTHERS

As of the 2nd quarter ended June 30, 2013, there are no:

* Known trend, demands, commitments, events or uncertainties that would have a material impact
on the Company.

* Material commitments for capital expenditures, the general purpose of such commitments and
the expected sources of funds for such expenditures.

" Known trends, events or uncertainties that have had or that are reasonably expected to have a
material favorable or unfavorable impact on the net sales/revenues/income from continuing
operations.

® Significant elements of income or loss that did not atise from the Company’s continuing
operations.

* Causes for any material changes from period to period in one or more line items of the
Company’s financial operations.

" Seasonal aspects that had a material effect on the financial condition or results of the operations.



GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
FOR THE 2nd QUARTER ENDED JUNE 30, 2013

1. GENERAL INFORMATION

1.1 Corporate Information

Global-Estate Resorts, Inc. {the Company or GERI) was incorporated in the Philippines on May 08, 1994,
primarily to engage in the horizontal development of residential subdivision lots, integrated residential, golf
and other leisure-related properties. The Company also engages in land acquisitions and maintains an

inventory or raw land for future development.

The registered office of the Company, which is also its principal place of business, is located at the 7t Floor,

Renaissance Towers, Meralco Avenue, Pasig City.

The ultimate parent company of the Group is Alliance Global Group Inc. (AGI) with office address at 7
Floor, 1880 Eastwood Avenue, Bastwood City CyberPark, 188 E. Rodriguez, Jr. Avenue, Bagumbayan
Quezon City.

The Company holds interests in the following subsidiaries and associates (collectively, together with the
Company, hereinafter referred to as the Group):

Percentage of Ownership

Explanatory June 30, Decemnber 31,
Subsidiaries/ Associates Notes 2013 2012
Subsidiaries: )
Fil-Estate Properties, Tnc. (FIEPD 100% 100%
Aklan Heldings Inc, (A1) (a) 100% 100%
Blu Sky Airways, Inc. (BSAI} (a} 100% 100%
Fil-Estate Subic Development Corp. (FESDC () 100% 100%
Fil-Power Construction Equipment
Feasing Com. (IFPCELE) (a) 160% 100%%
Golden Sun Airways, Inc. (GSAD) (=) 100% 100%
La Comparia De Sta. Barbara, Tne. (LCSBI) () 100% 1060%
MCX Corporation (MCX) () 100% 100
Pioncer L-5 Realty Com. (PLRO) () 100% 100%
Prmce Airways, Inc. (IPAl) {a) 100% 100%
Sto. Domingo Place Develapment Com. (SDPC) () 100% 100
Fil-Power Conercte Blocks Com. (FICBC) {a) 100% 100%%
Boracay Newcoast Hotel Group, Ine, (BNHGE (a) 96% 100
Fal-Esuate Industrial Park, inc. (FEIPT) (a) 79% T9%
Sherwood Hills Development 1nc. (SHDI) () 55% 55%



Percentage Qf‘ Owneeship

Explanatory June 30, December 31,
Subsidiagies/ Associ | __Notes 2013 2012
Subsidiaries: ‘

Fil-Estate Golfand Development, Inc. (FEGII) 100% 100%%
Golforee, Inc. (Golforec) (b) 100% 1005
Fil-Estate Ecocentrum Corp. (FEIID) ) 6% 56%

Philippine Aquatic 1.cisure Corp. (PALC) (o 56% 56%a

FFil-Estate Urban Development Coep. (FEUDC) 100% 10004

Novo Sicrra Holdings Com. (NSHC) 100% 1007

Megaworld Global-Tistates, Inc. (MGEID . 60% 6%

Twin Lakes Com. (1.0} 50% 50%%

Occanfront Propertice, Inc. (QP) 0% 50%%

Associates:

Fil-Estate Network, Inc. (FENT) 20% 20°%

FFil-Estate Sales, Inc. (IF1581) . 20% 0%

Fil-Estate Realty and Sales Associztes Inc. (FIZRSAL 20% 2%

Fil-Estate Realty Com. (FERC) . 20% ¥

Nasugbu Properties, Inc. (NI} 14% 14%

Non-controlling inferests (NCT) in 2013 and 2012 sepresent the interests not held by the Group in FEIPI, SHDI, FEIEC, PALE, MGI3I,
TLC and PALC.

Explanatory notes:
a}.Subsidiarics of FEPL percentage ownership represents effective ownership of GERL
b} Subsidiarics of FIEGI; pereentage ownership represents effective ownership of GERIL
c)Subsidiaey of FEEC.

All subsidiaries and associates were incorporated in the Philippines, operate within the country and are engaged in businesses related to the
main busingss of the Company.

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 the years presented, unless otherwise stated.

2.1 Basis of Preparation of Consolidated Financial statements

(a) Statement of Compliance with Philippine Financial Reporting Standards

The consolidated financial statements of the Group have been prepared 1 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 (IASB).



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.

(b} Presentation of Financial Statementy

The consolidated financial statements are presented in accordance with
Philippine Accounting Standard (PAS) 1, Presentation of Financial Statements. The Group
presents all items of income and expense in a single consolidated statement of
comprehensive income. Two comparative periods are presented for the consolidated
statement of financial position when the Group applies an accounting policy
retrospectively or makes a retrospective restatement of items in its consolidated financial
statemeants, or reclassifies items in the consolidated financial statements.

(¢} Functional and Presentation Currency

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

[tems included in the consolidated financial statements of the Group are measured using
the Group’s functional currency. Functional currency is the currency of the primary
economic environment in which the Group operates.

2.2 Adoption of New and Amended PFRS

{a) Effective in 2012 that is Relevant fo the Gronp

In 2012, the Group adopted the following amendments to PFRS that are relevant to the

Group and effective for financial statements fot the annual period beginning on or after
July 1, 2011 or January 1, 2012:

PFRS 7 (Amendment):
Financial Instruments: Disclosures —

Transfers of Financial Assets
PAS 12 (Amendment):
Income Taxes — Deferred Taxes:
Recovery of Underlying Assets

Discussed below are the relevant information about these amended standards.

() PFRS 7 (Amendment), Financial Instruments: Disclosures — Transfers of Financial Assets.
The amendment requires additional disclosutes that will allow users of financial
statements to understand the relationship between transferred financial assets that
are not derecognized in their entirety and the associated labilities; and, to evaluate
the nature of, and risk associated with any continuing involvement of the reporting
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entity in financial assets that are derecognized in their entirety. The Group did not
transfer any financial asset involving this type of atrangement; hence, the amendment
did not result in any significant change in the Group’s disclosures in its consolidated
financial statements.

(i) PAS 12 (Amendment), fncome Taxes — Deferred Tase: Recovery of Undertying Assets, The
amendment introduces a rebuttable presumption that the measurement of a deferred
tax liability or asset that arises from investment property measured at fair value under
PAS 40, Investment Property, should reflect the tax consequence of recovering the
carrying amount of the asset entirely through sale. The presumption is rebutted for
depreciable investment property (e.g., building) that is held within a business model
whose objective is to consume substantially all of the economic benefits embodied in
the asset over time, rather than through sale. Moreover, Standing Interpretation
Committee (SIC) 21, Income Taxes — Recovery of Revalued Non-Depreciable Assets, is
accordingly withdtawn and is incorporated under
PAS 12 requiring that deferred tax on non-depreciable assets that are measured using
the revaluation model in PAS 16, Property, Plant and Eguipment, should always be
measured on a sale basis of the asset. The amendment became effective for annual
periods beginning on or after January 1, 2012 but has no significant impact on the
Group’s consolidated financial statements as its investment property only includes
several properties measured at cost.

(b) Effective in 2012 that is not Relevant 1o the Group

(©)

PERS 1, First-time Adsption of PERS, was amended to provide relief for first-time adopters
of PFRS from having to reconstruct transactions that occurred before the date of
transiion to PFRS and to provide guidance for entities emerging from severe
hyperinflation either to resume presenting PFRS financial statements or to present PFRS
financial statements for the first time. The amendment became effective for annual
periods beginning on or after July 1, 2011 but is not relevant to the Group’s consolidated
financial statements.

Effective Subsequent to 2012 but not Adgpred Early

There are new PFRS, amendments, annual improvements and interpretations to existing
standards that are effective for periods subsequent to 2012. Management has initially
determined the following pronouncements, which the Group will apply in accordance
with their transitional provisions, to be relevant to its financial statements:

() PAS 1 (Amendment), Financial Statements Presentation — Presentation of Items of Ouher
Comprelensive Income (effective from July 1, 2012). The amendment requires an entity
to group items presented in other comprchensive income into those that, in
accordance with other PFRS: (a) will not be reclassified subsequently to profit or
loss; and, (b) will be reclassified subsequently to profit or loss when specific
conditions are met. The Group’s management expects that this amendment will
change the current presentation of items in other comprehensive income
fie., unrealized fair value gains and losses on available-for-sale (AFS) financial
assets).

12



(y PAS 19 (Amendment), Employee Benefits (effective from January 1, 2013). The
amendment made a number of changes as part of the improvements throughout the
standard. The main changes relate to defined benefit plans as follows:

* eliminates the corridor approach under the existing guidance of PAS 19 and
requires an entity to recognize all gains and losses arising in the reporting
period;

®  streamlines the presentation of changes in plan assets and liabilides resulting in
the disaggregation of changes into three main components of service costs, net
interest on net defined benefit obligation or asset, and remeasurement; and,

¢  enhances  disclosure tequirements, including information about the
characteristics of defined benefit plans and the risks that entities are exposed to
through participation in them. )

(1) Consolidation Standards

The Group is currently reviewing the impact on its consolidated financial
statements of the following consolidation standards which will be effective from
January 1, 2013;

*  PFRS 10, Consolidated Financial Statements. This standard builds on existng
principles of consolidation by identifying the concept of control as the
determining factor in whether an entity should be included within the
consolidated financial statements. The standard also provides additional
guidance fo assist in determining control where this is difficult to assess.

*  PFRS 11, Joint Arrangements. This standard provides a more realistic reflection
of joint arrangements by focusing on the rghts and obligations of the
arrangement, rather than its legal form. This standard replaces the three
categorics under PAS 31, Interests in Joint Ventures, muainly, jointly controlled
entities, jointly controlled operations and jointly controlled assets, with two
new categories — joint operations and joint ventures. Moreover, this also
eliminates the option of using proportionate consolidation for joint ventures.

®  DPFRS 12, Disclosure of Interest in Other Entities. This standard integrates and
makes consistent the disclosure requirements for all forms of interests in other
entities, including joint arrangements, associates, special putpose vehicles and
unconsolidated structured entities.  This also introduces new disclosure
requirements about the risks to which an entity is exposed from its
involvement with structured entities. -

*  PAS 27 (Amendment), Separate Financial Statements. This revised standard now
covers the requirements pertaining solely to separate financtal statements after
the relevant discussions on control and consolidated financial statements have
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been transferred and included in PFRS 10. No new major changes relating to
separate financial statements have been introduced as a result of the revision,

«  PAS 28 (Amendment), Inpestments in Associate and Joint Venture. This revised
standard includes the requirements for joint ventures, as well as associates, to
be accounted for using equity method following the issuance of PFRS 11.

Subsequent to the issuance of the foregoing consolidation standards, the IASB
made some changes to the transitional provisions in International Financial
Reporting Standard (IFRS) 10, IFRS 11 and IFRS 12, which were also adopted by
the FRSC. The guidance confirms that an entity is not required to apply PFRS 10
retrospectively in certain circumstances and clarifies the requirements to present
adjusted comparatives. The guidance also made changes to PFRS 10 and
PFRS 12 which provide similar relief from the presentation or adjustment of
comparative information for periods prior to the immediately preceding period.
Further, it provides relief by removing the requirement to present comparatives for
disclosures relating to unconsolidated structured entities for any period before the
first annual period for which PFRS 12 is applied.

(iv) PFRS 7 (Amendment), Financal Instruments: Disclosures — Offsetting Financial Assets and
Financial Liabilities (effective from January 1, 2013). The amendment requires
qualitative and quantitative disclosures relating to gross and net amounts of
recognized financial instruments that are set-off in accordance with
PAS 32, Financial Instruments: Presentation. The amendment also requires disclosure of
information about recognized financial instruments subject to enforceable master
netting arrangements or similar agreements, even if they ate not set-off in the
statement of financial position, including those which do not meet some or all of
the offsetting criteria under PAS 32, and amounts related to a financial collateral.
These disclosures will allow financial statement users to evaluate the effect or
potential cffect of netting arrangements, including rights of set-off associated with
recognized financial assets and financial liabilities on the entity’s financial position.
The Group does not expect this amendment to have a significant impact on its
consolidated financial staterments.

(v) PFRS 13, Fair Valne Measurement (effective from January 1, 2013). This standard
aims to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and disclosure
requirements for use across PFRS. The requirements do not extend the use of fair
value accounting but provide guidance on how it should be applied where its use is
already required or permitted by other standards. The Group is yet to assess the
impact of this new standard.

(v) PAS 32 (Amendment), Financial Instiruments: Presentation — Offsetting Financial Assets and
Financial Liabilities (effective from January 1, 2014). The amendment provides
guidance to address inconsistencies in applying the criteria for offsetting financial
assets and financial liabilities. It clarifies that a right of set-off is required to be
legally enforceable, in the normal course of business, in the event of default and in
the event of insolvency or bankruptey of the entity and all of the counterparties.

14



The amendment also clarifies the principle behind net settlement and includes an
example of a gross settlement system with characteristics that would satisfy the
criterion for net settlement. The Group does not expect this amendment to have a
significant impact on its consolidated financial statements.

VIOPFRS 9,  Financial Instruments:  Clarification  and  Measurement (effective from
January 1, 2015). This is the first part of a new standard on classification and
measurcment of financial assets and financial liabilities that will replace
PAS 39, Financial Instruments: Recogition and Measurement, in its entirety. This chapter
deals with two measurement categories for financial assets: amortized cost and fair
value. All equity instruments will be measured at fair value while debt instruments
will be measured at amortized cost only if the entity is holding it to collect
contractual cash flows which represent payment of principal and interest. 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 atrangement, 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 main change is that, in case where the fair value option
is taken for financial liabilities, the part of a fair value change due to an entity’s own
credit risk is recorded in other comprehensive income rather than in profit or loss,
unless this creates an accounting mismatch.

To date, other chapters of PFRS 9 dealing with impairment methodology and hedge
accounting are still being completed.

Further, in November 2011, the TASB tentatively decided to consider making
limited modifications to IFRS 9’s financial asset classification model to address
certain application issues.

"The Group does not expect to implement and adopt PFRS 9 until its effective date
or untl all chapters of this new standard have been published. In addition,
management is currently assessing the impact of PFRS 9 on the Group’s
consolidated financial statements and is committed to conduct a comprehensive
study of the potential impact of this standard in the last quarter of 2014 before its
adoption in 2015 to assess the impact of all changes.

(viz)Philippine Interpretation IFRIC 15, Agreements Jor Construction of Real Fstate. This
Philippine interpretation is based on IFRIC interpretation issued by the TASB in
July 2008 effective for annual periods  beginning on  or  after
January 1, 2009. The adoption of this interpretation in the Philippines, however,
was deferred by the FRSC and Philippine SEC after giving due consideradons on
various application issues and the implication on this interpretation of the TASB's
on-going revision of the Revenue Recognition standard. This Interpretation
provides guidance on how to determine whether an agreement for the construction
of real estate is within the scope of PAS 11, Construction Contracts, or PAS 18, Revenue,
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and accordingly, when revenue from the construction should be recognized. The
main expected change in practice is a shift from recognizing revenue using the
percentage of completion method (i.c., as a construction progresses, by reference to
the stage of completion of the development) to recognizing revenue at completion
upon or after delivery. The Group is currently evaluating the impact of this
interpretation on its consolidated financial statements in preparation for its
adoption when this becomes mandatorily effective in the Philippines.

(i) 2009-2011 Annual Improvements to PFRS. Annual improvements to PFRS (2009-
2011 Cycle) made minor amendments to a number of PFRS, which are effective for
annual period beginning on or after January 1, 2013. Among those improvements,
the following amendments are relevant to the Group but management does not
expect a material impact on the Group’s consolidated financial statements:

(@) PAS 1 (Amendment), Presentation of Financial Statements — Clarification of the
Reguirements  for  Comparative  Information.  The amendment clarifies the
requirements for presenting comparative information for the following:

* Requirements for opening statement of financial position

If an entity applies an accounting policy retrospectively, or makes a
retrospective restatement or reclassification of items that has a material
effect on the information in the statement of financial position at the
beginning of the preceding period (i.e., opening statement of financial
position), it shall present such third statement of financial position.

Other than disclosure of certain specified information in accordance with
PAS 8, Acounting Policies, Changes in Accounting Estimates and Lrrors, related
notes to the opening statement of financial position as at the beginning of
the preceding period are not required to be presented.

® Requirements for additional comparative information beyond minimum
requirements

If an entity presented comparative information in the financial statements
beyond the minimum comparative information requirements, the
additional financial statements informadon should be presented In
accordance with PFRS including disclosure of comparative information in
the related notes for that additional information. Presenting additional
comparative information voluntarily would not trigger a requirement to
provide a complete set of financial statements.

®) PAS 16 (Amendment), Property, Plant and Equipment — Classification of Servicing
Eguipmen!.  The amendment addresses a perceived inconsistency in the
classification requirements for servicing equipment which resulted in classifying
servicing equipment as part of inventory when it is used for more than one
petiod. It clarifies that items such as spare parts, stand-by equipment and
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servicing equipment shall be recognized as property, plant and equipment
when they meet the definiton of propetty, plant and equipment, otherwise,
these are classified as inventory.

(c) PAS 32 (Amendment), Financal Instruments — Presentation — Tasx Effect of
Distributions to Holders of Equity Instruments. ‘The amendment clarifies that the
consequences of income tax relating to distributions to holders of an equity
instrument and to transaction costs of an equity transaction shall be accounted
for 1n accordance with PAS 12. Accordingly, income tax relating to
distributions to holders of an equity instrument is recognized in profit or loss
while income tax related to the transaction costs of an equity transaction is
tecognized in equity.

2.3 Basis of Consolidation

The Company obtains and exercises control through voting rights. The Group’s
consolidated financial statements comprise the accounts of the Company and its subsidiaties
as enumerated in Note 1, after the elimination of material intercompany transactions. All
intercompany balances ard transactions with subsidiaries, including income, expenses and
dividends, are eliminated in full  Unrealized profits and losses from intercompany
transactions that are recognized in assets are also eliminated in fall. In additton, shares of
stock of the Company, if any, held by the subsidiaries are recognized as treasury stock and
these are presented as deduction in the consolidated statement of changes in equity. Any
changes in the market values of such shares as recognized separately by the subsidiaries are
likewsse eliminated in full. Intercompany losses that indicate impairment are recognized in
the consolidated financial statements.

Financial statements of entities in the Group that are prepared as of a date different from
that of the date of these consolidated financial statements were adjusted to recognize the
effects of significant transactions or events that occur between that date of their reporting
period and the date of these consolidated financial statements. Adjustments are also made
to bring into line any dissimilar accounting policies that may exist.

The Company accounts for its investments in subsidiaries, associates, interests in jointly
controlled operations and transactions with NCI as follows:

(a) Investments in Subsidiaries

Substdiaries are alt entities over which the Group has the power to control the financial
and operating policies generally accompanying a shareholding of more than one half of
the voting rights. The existence and effect of potential voting rights that are currently
exercisable or convertible are considered when assessing whether the Group controls
another eatity. Subsidiaries are consolidated from the date the Group obtains control,
direct or indirecr, until such tme that such control ceases.

The acquisition method is applied to account for acquired subsidiartes. This requires
recognizing and measuring the identifiable assets acquired, the liabilities assumed and any
NCI in the acquiree. The consideration transferred for the acquisition of a subsidiary is
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the fair values of the assets transferred, the liabilities incutred 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 NCI in the acquiree either at
fair value or at the NCI’s propottonate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any NCI in the acquiree and
the acquisition date fair value of any previous equity interest in the acquiree over the fair
value of the group’s share of the identifiable net assets acquired is recognized as
goodwill. If this 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 in profit or loss as

gain,

Investmrents in Associates

Associates are those entities over which the Group is able to exert significant influence
but not control and which are neither subsidiaries nor interests in a joint venture.
Investments in associates are initially recognized at cost and subsequently accounted for
using the equity method.

Acquired investments in associates are also subject to purchase accounting. However,
any goodwill or fair value adjustment attributable to the share in the associates is
included in the amount recognized as investment in associates. All subsequent changes
to the share of interest in the equity of the associate are recognized in the carrying
amount of the Group’s investment. Changes resulting from the profit or loss generated
by the associate are shown as Equity Share in Net Profits Losses of Associates in the
Group’s consolidated statement of comprehensive income and therefore affect the net
tesults of operations of the Group. These changes include subsequent depreciation,

amortization or impairment of the fair value adjustments of the associate’s assets and
liabilities.

Changes resulting from other comprehensive income of the associates or items that have
been directly recognized in the associate’s equity, for example, resulting from the
associate’s accounting for AFS financial assets, are recognized in consolidated other
comprehensive income or equity of the Group, as applicable. Any non-income related
equity movements of the associate that arise, for example, from the distribution of
dividends or other transactions with the associate’s shareholders, are charged against the
proceeds received or granted. No effect on the Group’s net result or equity is
recognized in the course of these transactions. However, when the Group’s share of
losses in an associate equals or exceeds its interest in the associate, including any othet
unsecured réceivables, the Group does not recognize further losses, unless it has
incurred obligations or made payments in behalf of the associate. If the associate
subsequently reports profits, the Group resumes recognizing its share of those profits
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only after its share of the profits exceeded the accumulated share of losses that has
previously not been recognized.

Unrealized gains on transactions between the Group and its associates are eliminated to
the extent of the Group’s interest in the associates. Unrealized losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.

Interests in Jointly Controlled Operations

For interest in jointly controlled operations, the Group recognizes in its consolidated
financial statements its share of the assets that it controls, the liabilities and the expenses
that it incurs and its share in the income from the sale of goods or services by the joint
venture. No adjustment or other consolidation procedures are required since the assets,
liabilities, income and expenses of the joint venture are recognized in the separate
financial statements of the venturers.

Transactions with NCT

The Group’s transactions with NCI that do not result in loss of control are accounted
for as equity transactions — that is, as transaction with the owners of the Group in their
capacity as owners. The difference between the fair value of any consideration paid and
the relevant share acquired of the carrying value of the net assets of the subsidiary is
recognized in equity. Disposals of equity investments to NCI result in gains and losses
for the Group that are also recognized in equity.

When the Group ceases to have control over a subsidiary, any retained interest in the
entity is remeasured to its fair value at the date when control is lost, with the change in
carrying amount recognized in profit or loss. The fair value is the initial cartying amount
for the purposes of subsequently accounting for the retained interest as an associate,
joint venture or financial asset. In addition, any amounts previously recognized in other
comprehensive income in respect of that entity are accounted for as if the Group had
directly disposed of the related assets or liabilities. This may mean that amounts
previously recognized in other comprehensive income are reclassified to profit or loss.

2.4 Financial Assets

Financial assets are recognized when the Group becomes a patty to the contractual terms of

the financial instrument. Financial assets other than those designated and effective as
hedging instruments are classified into the following categories: financial assets at fair value

through profit or loss (FVTPL), loans and receivables, held-to-maturity investments and

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 FVTPL are initially recognized at fair value plus
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any directly attributable transaction costs. Financial assets carried at FVTPL are initially
recorded at fair value and transaction costs related to it are recognized in profit or loss.

The financial asset categories currently relevant to the Group are as follows:

(@)

(b)

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 atise when the Group provides
money, goods or services directly to a debtor with no intention of trading the receivables.
They are included in current assets, cxcept for maturites greatet  than
12 months after the reporting period which ate classified as non-current assets.

Loans and receivables are subsequently measured at amortized cost using the effective
interest method, less impairment loss, if any. Impairment loss is provided when there is
objective evidence that the Company will not be able to collect all amounts due to it in
accordance with the original terms of the receivables. The amount of the impairment
loss is determined as the difference between the assets’ carrying amount and the present
value of estimated future cash flows, discounted at the effective interest rate.

The Group’s financial assets categotized as loans and receivables are presented in the
consolidated statement of financial position as Cash and Cash Equivalents, Trade and
Other Receivables (except Advances to Contractors and Suppliers) and Advances to
Related Parties. Cash and cash equivalents include cash on hand, demand deposits and
short-term, highly liquid investments with original maturities of three months or less,
readily convertible to known amounts of cash and which are subject to insignificant risk
of changes in value.

AFS Financal 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.
They ate classified as non-current assets in the consolidated statement of financial
position unless management intends to dispose of the investment within 12 months from
the reporting period. The Group’s AFS financial assets include proprietary golf club
membership shares and are presented as part of the Other Non-current Assets account
in the consolidated statement of financial position.

All financial assets within this category are subsequently measured at fair value. 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 Unrealized Losses on AFS
Financial Assets account in equity. When the financial asset is disposed of or is
determined to be impaired, 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.

Reversal of impairment losses are recognized in other comprehensive income, except for
financial assets that are debt securities which are tecognized in profit or loss only if the
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reversal can be objectively related to an event occurring after the impairment loss was
recognized.

All income and expenses, if any, including impairment losses, relating to financial assets that
are recognized in profit or loss are presented as part of Finance Costs or Finance Income in
the consolidated statement of comprehensive income.

For investments that are actively traded in organized financial markets, if any, fair value is
determined by reference to exchange-quoted market bid prices at the close of business on the
reporting petiod. For investments where there is no quoted market price, fair value is
determined by reference to the current market value of another instrument which is
substantially the same or is calculated based on the expected cash flows of the underlying net
asset base of the investment.

Non-compounding interest, dividend income and other cash flows resulting from holding
financial assets are recognized in profit or loss when carned, regardless of how the related
carrying amount of financial assets is measured.

The 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.

2.5 Real Estate Transactions

Acquisition costs of raw land intended for future development, including other costs and
expenses incurred to effect the transfer of title of the propetty to the Group, are charged to
the Land for Future Development account. These costs are reclassified to Property
Development Costs account when the development of the property starts. Related property
development costs are then accumulated in this account. Borrowing costs on certain loans,
if any, incurred during the development of the real estate properties are also capitalized by
the Group as part of Property Development Costs.

The cost of real estate property sold before completion of the development, if any, is
determined based on the actual costs incurred to date plus estimated costs to complete the
development of the property. The estimated expenditures for the development of sold real
estate property, as determined by the project engineers, are charged to the cost of residential
and condominium units sold presented in the consolidated statement of comprehensive
income with a corresponding credit to the liability account, Reserve for Property
Development account.

Costs of properties and projects accounted for as Land for Future Development, Property
Development Costs and Real Estate and Resort Shares for Sale are assigned using specific
identification of their individual costs. These properties and projects are valued at the lower
of cost and net realizable value. Net realizable value is the estimated seling price in the
ordinary course of business, less estimated costs to complete and the estimated costs
necessary to make the sale. :

"The Group recognizes the effect of revisions in the total project cost estimates in the year in
which these changes become known. Any impairment loss from a real estate project 1s
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charged to operations during the period in which the loss is determined.

Revenue and cost relative to forfeited or back-out sales are reversed in the current year as
they occur.

2.6 Prepayments and Other Asscts

Prepayments and 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 entity and the asset has a cost or
value that can be measured reliably.

Other recognized assets of stmilar nature, where future economic benefits are expected to
flow to the Group beyond one year after the end of the reporting period {or in the normal
operating cycle of the business, if longer), are classified as non-current assets.

2.7 Property and Equipment

Property and equipment, except land, are carried at acquisition or construction cost less
subsequent depreciation, amortization and any impairment losses. As no finite useful life for
land can be determined, related catrying amount are not depreciated. Land is stated at cost
less any impairment losses.

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 expenses as incurred. ‘

Depreciation and amortization is computed on the straight-line basis over the estimated
useful lives of the assets as follows:

Building 50 years
Building and office improvements 5-10 yeats
Office furniture, fixtures and equipment 3-5 years
Transportation and other equipment 5 yeats

An asset’s catrying amount is written down immediately to its recoverable amount
if the asset’s carrying amount is greater than its estimated recoverable amount.

A

The residual values and estimated useful lives 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,
amortization 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 profit or loss in the
year the item is derecognized.
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Fully depreciated and amortized assets are retained in the accounts until they are no longer in
use and no further charge for depreciation is made in respect of those assets.

2.8 Investment Property

Investment property consists of parcels of land and buildings held for lease. Buildings are
carried at cost less accumulated depreciation and any impairment losses. Land is stated at
cost less any impairment losses.

The cost of an asset comprises its purchase price and any directly attributable expenditure.
Expenditures for additions, major improvements and renewals are capitalized; expenditures
for repairs and maintenance are charged to expense as incutred.

Amortization is computed on a straight-line basis over the estimated usefal life of the assets
as follows:

Land development and improvements 20 years
Building and improvements 10-50 years

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its recoverable amount.

Transfers to, or from, investment property shall be made when and only when thete is a
change in use.

An item of investment property 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 profit or loss in the year the item is
derecognized.

2.9 Financial Liabilities

Financial liabilities, which include Trade and Other Payables (except tax-related liabilites, if
any), Advances from Related Parties, Due to Joint Venture Partners and Redeemable
Preferred Shares, are recognized when the Group becomes a party to the contractual terms
of the instrument. All interest-related charges, if any, incurred on financial Lability are
recognized as an expense in profit or loss under the caption Finance Costs in the
consolidated statement of comprehensive income.

Financial labilides are recognized initially at their fair values and subsequently measured at
amortized cost less settlement payments.

Preferred shares, which carry a mandatory coupon or are redeemable on specific date or at the
option of the sharcholder, are classified as financial liabilities and presented as a separate line
item in the consolidated statement of financial position as Redeemable Preferred Shares.

Dividend distributions to shareholders, if any, are recognized as financial liabilities when the
dividends are approved by the BOD. The dividends on the redeemable preferred shares of a
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subsidiary are recognized in the consolidated statement of comptehensive income as interest
expense on an amortized cost basis using the effective interest method.

Fmancial liabilities are classified as current liabilities if payment is due to be settled within one
year or less after the reporting period (or in the normal opetating cycle of the business, if
longet), or the Group does not have an unconditional right to defer settlement of the liability
for at least twelve months after the teporting period. Otherwise, these are presented as non-
current hiabilities.

Financial liabilities are derecognized from the consolidated statement of financial position only
when the obligations ate extinguished either through discharge, cancellation or expiration.

2.10 Business Combination

Business acquisitions are accounted for using the acquisition method of accounting .

Goodwill, if any, 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, if any, is measured at cost less any
accumulated impairment losses. Goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment losses on goodwill are not reversed.

Negative goodwill, which is the excess of the Group’s intetest in the net fair value of net
identifiable assets acquired over acquisition cost, is charged directly to income.

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-gencrating 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 requited 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 ot
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.
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2.11  Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting provided
to the Group’s BOD; its chief operating decision-maker. The BOD is responstble 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 as disclosed in Note 4, 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 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 is the same as those used in
its consolidated financial statements. In addition, corporate assets which are not directly
attributable to the business activities of any operating segment are not allocated to a segment.

There have been no changes from priot periods i the measurement methods used to
determine reported segment profit or loss.

2.12 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 teporting 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 pretax rate that reflects market
assessments and the risks specific to the obligation. The increase in the 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 hability is recognized in the consolidated financial statements. Similacly,
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 excecding the amount of the related provision.
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2.13 Offsetting of Financial Instruments

Financial assets and liabilities; particularly advances to and from related parties, are set-off and
the resulting net amount 1s reported in the consolidated statements of financial position when
there is a legally enforceable right to offset the recognized amounts and there is an intention to
settle on a net basis, or realize the asset and settle the Lability simultaneously.

2.14 Revenue and Expense Recognition

Revenue is measured by reference to the fair value of consideration received or receivable by
the Group for goods sold and services rendered, excluding value-added tax (VAT).

Revenue is recognized to the extent that the revenue can be reliably measured; it 1s probable
that future 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: :

(@)

)

Real estate sales — For financial reporting purposes, revenues from transactions covering
sales of real estate are recognized under the percentage-of-completion method. Under
this method, realization of gross profit is recognized by reference to the stage of
development of the properties, i.e., revenue is recognized in the period in which the
work is performed. The unrealized gross profit on a period’s sales is presented as
Deferred Gross Profit on Real Estate Sales in the consolidated statement of
comprehensive income; the cumulative unrealized gross profit as of the end of the year
is shown as Deferred Income on Real Estate Sales in the consolidated statement of
financial position.

The sale is recognized when a certain percentage of the total contract price has already
been collected. If the transaction does not yet qualify as sale, the deposit method 1s
applied untl all conditions for recording the sale are met. Pending the recogniton of
sale, payments received from buyer are initally recorded as part of Customers’
Deposits account in the consolidated statement of financial position.

Revenues on sales of undeveloped land and golf and resort shares for sale, on the other
hand, are recognized using the full accrual method. Under the full accrual method,
revenue is recognized when the risks and rewards of ownership in the undeveloped
land and golf and resort shares have passed to the buyer and the amount of revenue
can be measured reliably. Revenues and costs relative to forfeited or back out sales are
reversed in the current year as they occur.

Any adjustments relative to previous periods’ sales are recorded in the current period as
they occur.

For tax reporting purposes, a modified basis of computing the taxable income for the
petiod based on collections from sales is used by the Group.

Maintenance income — Revenue is recognized when petformance of mutually agreed tasks
has been rendered.
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(@)

(e)

Rental income and hotel operations — Revenue is recognized when the performance of
contractually agreed tasks has been substandally rendered. Rental income is recognized
on a straight-line basis over the lease term. Advance trentals received are recorded as
deferred rental income. For tax purposes, rental income is recognized based on the
contractual terms of the lease.

Interest — Revenue 1s recognized as the interest accrues taking into account the effective
yield on the asset.

Dividends — Revenue 1s recorded when the stockholders’ right to receive the payment is
established.

Cost of real estate sales before completion of the projects include the acquisition
cost of the land, development costs incurred to date, applicable borrowing costs
and estimated costs to complete the project, determined based on estimates made by the
project engineers on the stage of completion of the real estate project.

Cost and expenses and other costs {other than costs of real estate sold) are recognized in
profit or loss upon utilization of the services or goods or at the date they are incurred. All
finance costs are reported in profit or loss on an accrual basis, except capitalized borrowing
costs which are included as part of the cost of the related qualifying asset.

2.15 Operating Leases

The Group accounts for its leases as follows:

(@)

)

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 (net
of any incentive received from the lessor) are recognized as expense in profit or loss on
a straight-line basis over the lease term. Associated costs, such as repairs and
maintenance and insurance, are expensed as incurred.

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 in profit or loss on 2 straight-line basis over the lease term.

The Group determines whether an arrangement is, or contains, a lease based on the substance
of the atrrangement. 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.

2.16 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.
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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
comprehensive income as part of income or loss from operations.

2.17 Impairment of Non-financial Assets

The Group’s Investments in Associates, Investment Property, Property and Equipment and
other non-financial assets are subject to impairment testing whenever events or changes in
circumstances indicate that their carrying amounts may not be recoverable. 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 for the amount by which the asset’s or cash-generating unit’s
carrying amount exceeds its recoverable amount 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 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 impairment loss.

2.18 Employee Benefits

(a)  Defined Benefit Plan

The Group has an unfunded, non-contributory defined benefit plan covering all regular
employees.

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
entity, 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 liability recognized in the consolidated statement of financial position for defined
benefit post-employment plans is the present value of the defined benefit obligation
(DBO) at the end of the reporting petiod less the fair value of plan assets, together with
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adjustments for unrecognized actuarial gains or losses and past service costs. 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 using interest rates derived from the interest rates of a zero
coupon government bonds as published by the Philippine Dealing and Exchange
Corporation 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.

Actuarial gains and losses are not recognized as an income or expense unless the total
unrecognized gain or loss exceeds 10% of the greater of the obligation and related plan
assets. The amount exceeding this 10% corridor is charged or credited to profit or loss
over the employees’ expected average remaining working lives. Actuarial gains and
losses within the 10% corridor are disclosed separately. Past-service costs are
recognized immediately in profit or loss, unless the changes to the post-employment
plan are conditional on the employees remaining in service for a specified period of
time (the vesting period). In this case, the past-service costs are amortized on a
straight-line basts over the vesting period.

Termination Benefits

Termination benefits are payable when employment 1s terminated by the Group before
the normal rearement date, or whenever an employee accepts voluntary redundancy in
exchange for these benefits. The Company recognizes termination benefits when it is
demonstrably committed to either: (i) terminating the employment of current
employees according to a detailed formal plan without possibility of withdrawal; or (i)
providing termination benefits as a result of an offer made to encourage voluntary
redundancy. Benefits falling due more than 12 months after the reporting perniod are
discounted to their present value.

Compensated Absences

Compensated absences are recognized for the number of paid leave days (including
holiday endtlement) remaining at the end of the reporting period. They are included in
the Trade and Other Payables account of the consolidated statement of financial
position at the undiscounted amount that the Group expects to pay as a result of the
unused entitlement.

2.19 Share-based Employee Remuneration

The Company grants share options to key executive officers eligible under a stock option
plan. The services received in exchange for the grant, and the corresponding share options,
are valued by reference to the fair value of the equity instruments granted at grant date. This
fair value excludes the impact of non-market vesting conditions (for example profitability
and sales growth targets and performance conditions), if any. The share-based remuneration
is recognized as an expense in profit or loss and the corresponding share option is presented
as Share Options Outstanding account in the equity section of the consolidated statement of
financial position.
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The expense is recognized during the vesting period based on the best available estimate of
the number of share options expected to vest. The estimate 1s subsequently revised, if
necessary, such that it equals the number that ultimately vest on vesting date. No
subsequent adjustment is made to expense after vesting date, even if share options are
ultimately not exercised.

Upon exercise of share option, the proceeds received net of any directly artributable
transaction costs up to the nominal value of the shares issued are allocated to capital stock
with any excess being recorded as additional paid-in capital (APIC), and the cost of the stock
option under Share Options Outstanding account is reclassified to APIC,

2.20 Borrowing Costs

For financial reporting purposes, botrowing 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, consttuction or production of a qualifying
asset (i.e., 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 necessary to prepare the asset for its intended use or sale are in progress.
Capitalization ceases when substantially all such activities are complete. For income tax
purposes, intetest and other borrowing costs are charged to expense as incurred.

2.21 Related Party Relationships and Transactions

Related patty transactions are transfers of resources, services or obligations between the Group
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
intermediaties, control or are controlled by, or under common control with the Group; (b)
associates; and, {(c) individuals owning, directly or indirectly, an interest in the voting power of
the Group that gives them significant influence over the Group and close members of the
family of any such individual.

In considering each possible related party relationship, attentdon is directed to the substance of
the relationship and not merely on the legal form.
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2.22 Equity

Capital stock represents the nominal value of shares that have been issued.

APIC represents premium received on the initial issuance of capital stock. Any transaction
costs assoctated with the issuance of shares are deducted from APIC, net of any related income
tax benefits.

Share options outstanding represents the corresponding credit upon recognition of
share-based remuneration expense in profit or loss.

Unrealized losses on AFS financial assets represent losses tecognized due to changes in fair
values of these assets.

Retained earnings represent all current and prior period results of operations as reported in the

profit or loss section of the consolidated statements of comprehensive income, reduced by the
amounts of dividends declared, if any.

2.23 Basic and Diluted Earnings Per Share

Basic earnings per share is determined by dividing the consolidated net profit by the weighted
average number of common shares subscribed and issued during the year, after giving
retroactive effect to any stock dividends, stock split or reverse stock split declared in the
current year.

Diluted earnings per share is computed in the same manner as the basic earnings per share and
assuming further that at the beginning of the year or at the time of issuance during the year, all
outstanding convertible mstruments were converted to common stock and the conversion
would result to a decrease in the basic earnings per share or increase in the basic loss per share.

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.

Cutrent tax assets or 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 reporting
period. These 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
liabilities are recognized as a component of tax expense in profit or loss.

Deferred tax 1s 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 tempotary differences and the carryforward of unused tax losses
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and unused tax credits to the extent that it is probable that taxable profit will be available
against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
teduced 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.

Deferred tax assets and habilities are measured at the tax rates that ate expected to apply in the
period when the asset is realized or the lability 1s settled provided such tax rates have been
enacted or substantively enacted at the end of the reporting period.

Most changes in deferred tax assets or liabilities are recognized as a component of tax expense
in profit or loss. Only changes in deferred tax assets or liabilities that relate to items
recognized in other comprehensive income or directly in equity are 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 set off current tax assets against current tax liabilities and the deferred taxes relate to

the same entity and the same taxation authority.

2.25 Events After the Reporting Period

Any post-year-end event that provides additional information about the Group’s consolidated
financial position at the end of the reporting period (adjusting event) 1s reflected m the
consolidated financial statements. Post-year-end events that are not adjusting events, if any,
are disclosed when material to the consolidated financial statements.

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGMENTS

The Group’s consolidated financial statements prepared in accordance with PFRS require
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 vary from these estimates.

3.1 Critical Management Judgments in Applying Accounting Policies

In the process of applying the Group’s accounting policies, management has made the
following judgments, apart from those involving estimation, which have the most significant
effect on the amounts recognized in the consolidated financial statements:

{a) Distinction  between  Investment Property, Quner-occupied Properties and Land for Future
Development

The Group determines whether an asset qualifies as an item of investment property,
owner-occupied property or land for future development. In making its judgment, the
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Group considers whether the property generates cash flows largely independently of the
other assets held by an entity. Owner-occupied properties generate cash flows that are
attributable not only to property but also to other assets used in the operations of the
Group or for administrative purposes while Land for Future Development are
properties intended solely for future development.

Some properties comprise a portion that is held to earn rental or for capital appreciation
and another portion that is held for administrative purposes. If these portions can be
sold separately (or leased out separately under finance lease), the Group accounts for the
portions separately. If the portions cannot be sold separately, the property is accounted
for as investment property only if an insignificant portion is held for administrative
purposes.  Judgment is applied in determining whether ancillary services are so
significant that a property does not qualify as investment property. The Group
considers each property separately in making its judgment.

Distinction between Operating and Finance Leases

The Group has entered into various lease agreements. Critical judgment was exetcised
by management to distinguish each lease agreement as either an operating or a 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.

Recognirion of Provisions and Contingencies

Judgment is exercised by management to distinguish berween provisions and
contingencies.

3.2 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 pertiod, that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year:

(@)

Determining Net Realizable Vaine of Real Estate and Resort Shares For Sale, Property Developnent
Costs and Land For Future Development

In determining the net realizable value of real estate and resort shares for sale, property
development costs and land for future development, management takes into account the
most reliable evidence available at the times the estimates are made. The future
realization of the carrying amounts of these assets is affected by price changes in the
different market segments as well as the trends in the real estate industry. These are
considered key sources of estimation and uncertainty and may cause significant
adjustments to the Group’s Real Estate and Resort Shares for Sale, Property
Development Costs and Land For Future Development within the next financial period.

Constdering the Group’s pricing policy, the net realizable values of real estate and resort
shares for sale, property development costs and-land for future development are higher
than their related carrying values as of the end of the reporting periods.
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(b) Fair Value of Stock Option

(@)

©

The Company estimates the fair value of the executive stock option by applying an
option valuation model, taking into account the terms and conditions on which the
executive stock option were granted.

The fair value of the executive stock option recognized as part of salaries and employee
benefits shown under Operating Expenses in the consolidated statement of
comprehensive income A corresponding credit to Share Options Qutstanding of the
same amount I1s presented in the equity portion of the consolidated statement of
financial position.

Fair 1Value of Measurement of Investment Property

Investment Property are measured using the cost model. The fair value disclosed in
Note 11 to the consolidated financial statements is estimated by the Group using the fair
value of similar properties in the same location and condition. ‘The Group uses
assumptions that are mainly based on market conditions existing at the end of each
reporting period.

Estimating Useful Lives of Invesiment Property and Property and Eguipnent

The Group estimates the useful lives of investment property and property and
equipment based on the period over which the assets are expected to be available for
use. The estimated useful lives of investment property and property and equipment are
reviewed periodically and are updated if expectations differ from previous estimates due
to physical wear and tear, technical or commercial obsolescence and legal or other limits
on the use of the assets.  Actual results, however, may vary due to changes in estimates
brought about by changes in factors mentioned above.

Impairment of Trade and Other Recervables

Adequate amount of allowance is made and provided for specific and groups of
accounts, where objective evidence of impairment exists. The Group evaluates the
amount of allowance for impairment based on available facts and circumstances
affecting the collectibility of the accounts, including, but not limited to, the length of the
Group’s relationship with the customers, the customers’ current credit status based on
known market forces, average age of accounts, collection experience and historical loss
experience.

Deterniining the 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 asset to be utilized.
Management assessed that the deferred tax assets recognized as at
June 30, 2013 and December 31, 2012 will be fully utilized within the next two to three
years.
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Impairment of Non-financial Assets

PFRS requires that an impairment review be performed when certain impairment
indicators are present. 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 matetially
affect the assessment of recoverable values and any resulting impairment loss could have
a material adverse effect on the results of operations.

Valuation of Post-employment Benefit

The determination of the Group’s obligation and cost of post-employment defined
benefit is dependent on the selection of certain assumptions used by actuaries in
calculating such amounts. Those assumptions include, among others, discount rates,
expected rate of return on plan asscts, salary rate increase, and employee turnover. In
accordance with PFRS, actual results that differ from the assumptions are accumulated
and amortized over future periods and thetefore, generally affect the recognized expense
and recorded obligation in such future periods.

Revenue Recognition Using the Percentage-of-Completion Method

The Group uses the percentage-of-completion- method in accounting for its realized
gross profit on real estate sales. The use of the percentage-of-completion method
requires the Group to estimate the portion completed using relevant information such as
costs incurred to date as a proportion of the total budgeted cost of the project and
estimates by engineers and other experts. There were no changes in the assumptions or
basis for estimation during the period.

4. Segment revenue and segment results for Dbusiness segments or geographical segments,

whichever 1s the enterprise’s primary basis of segment reporting.

The following table present revenue and income information for the 2nd quarter ended June

30, 2013 and 2012.

June 30, 2013

{(Amount in thousands)

Sales of Real Service and
LEstate Rental Total
Revenue B515,594 £95,385 P610,979
Cost of sales and services 210,189 37,477 247,660
Gross profit 305,405 57,908 363,313
Realized gross profit — net 57,970 - 57,970
Realized gross profit B363,375 B57,908 B421,283

35



June 30, 2012

(Amonnt in thousands)
Sales of Real - Service and

Estate Rental Total
Revenue B426,959 P98,431 £525,390
Cost of sales and services 230,276 57,341 287,617
Gross profit 190,683 41,090 237,773
Realized gross profit — net 147,919 - 147,919
Realized gross profit B344,602 B41,090 P385,692

Material events subsequent to the end of the interim period that have not been reflected in

the financial statements for the period.

There have been no material events that happened subsequent to the interim period that need
disclosure herein.

Effect of changes in the composition of the enterprise during the interim period, including
business combinations, acquisition or disposal of subsidiaries and long-term investments,

restructurings, and discontinuing operation.
Not applicable.

7. Changes in contingent liabilities or contingent assets since the last annual balance sheet date

The Company is a party to certain lawsuits or claims arising from the ordinary course of business
and from several of its joint venture agreements. The Group’s management and legal counsels
believe that the eventual liabilities under these lawsuits or claims, if any, will not have a material
effect on the consolidated financial statements, and thus, no provision has been made for these
contingent liabilities.

8. Existence of material contingencies and any other events or transactions that are material to

10.

11.

an understanding of current interim period.
There have been no material contingencies and any other events or transactions that are material

to an understanding of current interim period.

Any events_that will trigger direct or_contingent_financial obligations that is material to the

company, including any default or acceleration of an obligation.
There have been no events that will trigger direct or contingent financial obligations that is
material to the company, including any default or acceleration of an obligation.

All 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 pertod.

There have been no material off-balance sheet transactions and other relationships of the
company with unconsolidated entities or other persons created during the reporting period.

Dividends paid separately for ordinary shares and other shares
Not applicable.
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12, Seasonality or cyclicality of interim opetations
Not applicable

13. Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are
unusual because of their nature, size and incidence.
Not applicable

14. Issuances, repurchases, and repayments of debt and equity securities

There have been no issuance, repurchase and repayment of debt and equity securities for the

petiod.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s financial instruments comprise of cash, short-term bank deposits and investments.

Exposures to credit and liquidity tisk atise in the normal course of the Group’s business activities.
‘The main objectives of the Group’s financial risk management are as follows:

1, To identify and monitor such risks on an ongoing basis;
2. To minimize and mitigate such risks; and
3. To provide a degree of certainty about costs.

Credit Risk

The investment of the Group’s cash resources is managed so as to minimize risk while seeking to
enhance yield. The Group’s holding of cash and marketable securities expose the Group to credit
risk of the counterparty if the counterparty is unwilling or unable to fulfill its obligations, and the
Group consequently suffers financial loss. Credit risk management involves entering into financial
instrtuments only with counterparties with acceptable credit standing. The treasury policy sets
aggregate credit limits of any one counterparty and annually reviews the exposure limits and credit
ratings of the counterpartics.

The Group has credit management policies in place to ensure that rental contracts are entered into
with customers who have sufficient financial capacity and good credit history.

Sales to buyers of real estate which are collectible on installment are relatively risk-free. Sales to real
estate buyers are documented under Contract to Sell agreements which allow cancellation of the sale
and forfeiture of payments made in the event of default by buyers. Transfer of title is made to
buyers only upon full payment of the account.

Receivable balances are being monitored on a regular basis to ensure timely execution of necessary
intervention efforts.
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Ligquidity Risk

The Group monitors its cash flow position, debt maturity profile and overall liquidity position in
assessing its exposure to liquidity risk.

The Group has no bank debt and has reduced payables to suppliers, contractors and other creditors
via asset swap arrangements utilizing the Group’s real estate and golf and resort shares inventory.

As a matter of policy, no new bank debt shall be secured unless for project development purposes
which are expected to provide sufficient cash flows to ensure repayment.

Interest Rate Risk

The Group has no significant exposure to interest rate risk as financial assets and liabilities are non-
interest bearing (trade and other receivables and payables).

Currently, the Group has no outstanding interest bearing loans from any financial mstitution.

Foreign Exchange Risk

Most of the Group’s transactions are carried out in Philippine pesos, its functional currency. The
cutrency exchange rates arise from Group’s United States (U.S.) dollar-denominated cash and cash
equivalents.

Management assessed that the foreign currency risks related to these U.S. dollar-denominated cash
and cash cquivalents to be not material.

CAPITAL MANAGEMENT OBJECTIVES, POLICIES AND PROCEDURES

The Group’s capital management objectives are to ensure the Group’s ability to continue as a going
concern and to provide an adequate return to shareholders.

The Group sets the amount of capital in proportion to its overall financing structure, i.¢., equity and
financial liabilities. ‘The Group manages the capital structure and makes adjustments to it 1n the light
of changes in economic conditions and the risk characteristics of the underlying assets. In order to
maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of the carrying amount of equity as presented on the face
of the consolidated statements of financial position. Capital for the reporting periods under review
1s summarized as follows:

(Figures in thousands)

June 2013 December 2012

Total Liabilities P 7,810,514 P 7,025,254
Total Equity 19,226,511 17.592.403
Debt-to-equity ratio 7 0.41:1 0.40:1
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CATEGORIES AND FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. In determining the fair value of its
financial assets and liabilities, the Company takes into account its current circumstances and the
costs that would be incurred to exchange or settle the underlying financial assets and liabilities.

The carrying amounts and fair value of the categories of financial assets and liabilities presented in
the consolidated financial statement of financial position are shown below:

Figures in thousands

June 30, 2013 December 31, 2012
Carrying Fair Carrying Vair
Yalues Valugs Valucs Values
Frinancial assets
Loans and receivables:

Cash and cash cquivalents P 1,751,267 P 1,751,267 P 466,230 P 466,230
T'radc and other recevables - net 2,363,941 2,363,941 1,986,921 1,986,921
Advances to related partics 982,065 982,065 930,172 930,172
5,007,273 5,097,273 3,383,323 3,383,323
ATS financial assets 1,250 1,250 1,250 1,250

P 500852 P 5008523 P. 3,384,573 P 3,384,57}

June 30, 2013 December 31, 2012

Carrying Fair Carrying I
. Values Values Values Valugs
Financial Habilities
Financial Labilities at

amortized cost

I'rade and other payables P 2,138,900 P 2,138,900 P 2,006,419 P 2,006,419

Advances from related parties 1,025,030 1,025,030 1,045,854 1,045,854

Due to jont venture partners 223,695 226,095 214,397 214,397

Redeemable preferred shares 1,257,988 1,257,988 1,257,988 1,257,988

Accrued interest on preferred shares 26,208 26,208 10,483 10,483

P__.4671,821 B 4,671,801 P 4535141 B 4,535,141
See notes to financial statements 2.4 and 2.9 for a description of the accounting policies for each
category of financial instrument. A description of the Group’s risk management objectives and

policies for financial instruments is provided in page 38.

The Group does not actively engage in the trading of financial assets for speculattve purposes.
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GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION Annex A-1
AS OF JUNE 30, 2013

{Amount in Theusands)

Unaudited Audited
Jun-13 December 2012
ASSETS
CURRENT ASSETS
Cash and Cash equivalents §,751,267 466,230
Trade and other receivables - net 1,251,492 1,127 461
Advances to related parties 982,065 930,172
Real estate, golf and resort shares for sale-net 8,402,883 7,802,354
Property Devclopment Costs 2,187,873 1,943,663
Prepayments and other current agsets 905,133 909,001
T'otal Current Assets 15,480,713 13,178,881
NON-CURRENT ASSETS
‘I'rade and other receivables - net 1,112,449 859,460
Advances to real estate property owners 1,097,074 1,066,413
Land for future development 7,414,596 7,644,655
Investment in associates 737612 740,852
Investment Properties - net 394,540 359,864
Property and equipment - net 680,520 661,783
Other non-current assets 119,221 105,749
Total Nen-current Assets 11,556,312 11,438,776
TOTAL ASSETS 27,037,025 24,617,657
LIABILITIES AND E ITY
CURRENT LIABILITIES
Trade and other payables T 2,138,900 2,000,419
Customer's deposit 131,172 549,694
Advances from related parties 1,025,030 1,045,854
Reserve for property development 41,787 50,525
Dreferred income on real estate sales 361,389 305,237
Total Current Liabilities 4,537.278 3,957,729
NON-CURRENT LIABILITIES
1ue to joint venture partners 223,695 214,397
Redeemable preferred sharcs 1,257,988 1,257,988
Reserve for property development 723,460 673,397
Deferred income on real cstate sales 621,037 553,162
Deferred rax habilitics-net 138,078 125,180
Retirement benefit obligation 63,018 63,018
Other non-current Labilitics 245,901} 180,383
‘T'otal Non-current Liabilitics 3,273,236 3,067,525
Total Liabilitics 7,810,514 7,025,254
EQUITY
Liguity attributable to parent company's shareholder 15,653,955 14,089,008
Non-conteolling interest 3,572,556 3,503,295
Tatal Equity 19,226,511 17,592,403

TOTAL LIABILITIES AND EQUITY 27,037,025 24,617,657




GLOBAL-ESTATE RESQORT, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD 2Q2013 VS, 2Q2012

(Artount in Thousands)

Annex A-2
Unaudited 2Q 2013 Unaudited 2Q 2012
. April - June Januvary - June April - fune January - June

REVENUES
Real Estate Sales
Realized gross profit on prior years' real estate sales
" Service and rental income
Hotel Operations
Equity in net earnings {losses) of associates,
interest and other income

COST AND EXPENSES
Cost of real estate sales
Deferred gross profit on real estate sales
Cost of hotel operations
Cost of services
Operating expenses
Interest and other charges

Income tax expense

Net Profit (Loss)

Other Comprehensive Loss
Revaluation reserve

Total Comprehensive Income (Loss)

Net profit (loss) attributable to:
Parent Company's shareholder
Non-controlling interest

Total Comprehensive Income(loss) attributable to:
Parent Company's shareholders
. Non-controlling interest

Eamings per share

286,112 515,504 235,355 426,959
30,809 57,970 85,300 147,919
46,882 95,385 35,685 98,431
54,961 127,525 27,597 54,635
47 430 106,080 42,151 77,073

466,194 902,554 426,097 805,017
117,145 210,189 130,621 230,276
98,790 187,011 73232 132,298
14,620 37477 9,228 15,955
18,231 43314 21,113 57,341
104,109 184,378 86,848 178,536
23,020 36,071 10,048 25,247
23,382 56,264 28,137 47,705
399,298 754,704 359,227 687,338
66,896 147,850 66,870 117,659
(2,132) (2,132)
66,896 145,718 66,870 115,527
55,637 138,564 63,693 120,597
11,259 9286 3,177 (2,938)
66,896 147,850 66,870 117,659
55,637 136,432 63,693 118,465
11,250 9,286 3,177 (2.938)
66,396 145,718 66,870 115,527
0.0065 0.0163 0.0076 0.0144




GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

(Amount in Thousands)

EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF
PARENT COMPANY

CAPITAL STOCK
ADDITIONAL PAID IN CAPITAL
DEPOSIT FOR FUTURE STOCK SUBSCRIPTION

SHARE OPTION OUTSTANDING
REVALUATION RESERVE
RETAINED EARNINGS

MINORITY INTEREST

TOTAL STOCKHOLDERS' EQUITY

Annex A -3

2nd quarter

2nd quarter

2013 2012
8.486,000 8.418.000
1,597,739 1,597,739
1,412,500
53,431
(2,132) {2,132)
4,106,417 3,793,592
15,653,955 13,807,199
3,572,556 2,265,353
19,226,511 16,072,552
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GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOW

{Amounts in Thousands}

Net Income before tax

Add(less)

Interest expense

Amortization of deferred interest

Depreciation and amortization

Interest income

Equity in net earnings (loss) of associates
and joint venture

Operating Income(loss) before working capital changes

Net Changes in Operating Assety and Liabilities
Decrease(lncrease) current and non current asset
(Decrease)lncrease current and non current liabilities

Cash paid for income taxes

Cash from({used in} Operating Activities

Cash from(used in} Investing Activities

Cash from {used in) Financing Activities

Net Increase {decrease) in cash and cash equivalent
Cash and cash equivalent at the beginning of the year

Cash and cash equivalent at the end of the year

¥

Annex A-4

Jun-13 Jun-12
204,114 165,364
17,030 6,565
18,693 18,683
9,071 13,110
(7,625) (21,398)
3,240 3,652
244,523 185,976
(942,166) (878,334)
748,166 507,614
(43,366) (19,734)
7,157 {204,478)
(113,796) {394,400)
1,391,676 92,853
1,285,037 {506,025)
466,230 993,080
1,751,267 487,055




GLOBAL-ESTATE RESORTS, INC, AND SUBSIDIARIES
AGING OF ACCOUNTS RECEIVABLE

AS OF JUNE 30, 2013 Annex A-5

(Amounts in Thousands)

Aging of Accounts Receivable

CURRENT/NOT 7 Months to |
. T - -
Type of receivables: OTAL YET DUE 1 Menth 2-3 Months 4-6 Months YVear
a. Trade/Other Receivable 2,363,941 2,122,449 120,077 72,681 45,379 3,355

Net Receivable 2,363,941




