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

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

For the quarterly period ended ...................... June 30, 2010
Commission identification number................ ) AS094004462
BIR Tax Identification No............................ 043-000-426-523-V

Exact name of issuer as specified in ifs charter
FIL-ESTATE LAND, INC.

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

Industry Classification Code: {SEC Use Only)

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

Issuer's telephone number, including area code
Tel. No. (632) 637-0100

Former name, former address and former fiscal year, if changed since last report
Not Applicable

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 3,3560,000,000
Loans payable P 460,436,000
Bonds payable - P 1,130,500,000

11. Are any or all of the securities listed on a Stock Exchange?

Yes [X] No [ ]
if yes, state the name of such Stock Exchange and the class/es of securities listed therein:

Philippine Stock Exchange (PSE) Commaon stock



12. Indicate by check mark whether the registrant:

(a) 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 Stateme‘nts.

Please refer to attached Annex A-1 for the Consolidated Statements of Financial

Position as of June 30, 2010 and September 30, 2009, Annex A-2 for the Consolidated
Statements of Income, Annex A-3 for the Comprehensive Income for the nine-month period
ended June 30, 2010 and June 30, 2009; Annex A-4 for Consolidated Statements of Changes in
Stockholders’ Equity for the nine-month period ended June 30, 2010 and June 30, 2009; Annex
A-5 for the Consolidated Statements of Cash Flows for the nine-month period ended June 30,
2010 and June 30, 2009 and Annex B for the Aging of Receivables for the third Quarter ended
June 30, 2010. ,

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.

Principal Financial/Accounting Officer/
Controller/Authorized Representative : Mr. Roberto S. Roco




FIL-ESTATE LAND, INC. AND SUBSIDIARIES
MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE 3RD QUARTER ENDED JUNE 30, 2010

REVIEW OF RESULTS OF OPERATIONS
Revenues for the nine-month period amounted to P 393 million. The Company’s sales of real

estate and golf club and resort shares of P 136 million came from sale of condominium units in
Sto Domingo, Quezon City, condotel units and forest cabins in Camp John Hay, Baguio City,
residential subdivision lots in Manila Southwoods in Cavite, Forest Hills in Antipolo City,
Riverina in San Pabio City, Goldridge Estate in Guiguinto Bulacan, Puerto Del Mar in Lucena
City, Plaridel Heights in Bulacan, Holiday Homes in Gen. Trias Cavite City, Bentley Park in
Antipolo City, Monte Cielo De Naga in Bicol, Puerto Real De lloilo in loilo City and golf club and
resort shares in Fairways and Bluewaters in Boracay. Income from rentals and contract services
of various golf course maintenance contracts amounted to P 85.1 million. Balance of revenues
were contributed by Financial Income (P91.3 million) and Other Income (P80.6 million)

Increase in Net Income
The company posted a P3.6 million Net Income for the nine-month period ended June 30,
2010, as compared to a P73.116 million net loss incurred the year before as a result of the

reduction of cost and expenses by P156 million despite a reduction in revenue by P78 million.
As a result, Earnings per share moved up to P 0.0011 from the previous year's P {0.02183).
Major Movements of Income Statement Accounts are as follows:

¢ 51% Decrease in Sale of Real Estate and Golf Club and Resort Shares — Sale of real
estate and golf and resort shares went down by P139 million or 51% as compared to
the previous year's level due to lower sales volume generated by the company during
the reporting period.

» 6% Decrease in Service and Rental Income — Service and rental income for the period
ending June 30, 2010 went down by P5.2 million to P85.1 million from the P 90.3
million level as less income was generated from golf course maintenance contracts.




o 821% Decrease in Equity in Net Earnings of Subsidiaries, Associates and Joint
Ventures — Share in equity in net earnings of subsidiaries, associates and joint ventures
was a loss of P3.89 miilion from previous year’s gain of P0.5 million.

e 79% Increase in Financial Income — Financial income is up by P40.5 million to P91.3
million mainly due to amortization of deferred interest on receivables carried at
amortized cost during the period.

o 53% Increase in QOther Income - The increase in other income by P29.3 million is
mainly due to unrealized foreign exchange gain on restatement of dollar denominated
loans and Bonds payable.

* 51% Decrease in Cost of Real Estate and Golf Club and Resort Shares Sold - As a
result of decreased Sales, Cost of Sales also went down by P71.2 million (51%) to
P67.3million from last year's level of P138.5 miilion.

o 14% Increase in Cost of Services - Cost of Services is up by P6.6 million {14%) to
P53.9 million from last year's level of P47.2 million on account of increase in labor and
materials used in golf course maintenance.

e 31% Decrease in General & Administrative Expense — With the Company’s continued
effort to cut costs, General and Administrative Expenses dropped by 31% to P167.5
million from P241.6 million the previous year.

s  69% Increase in Commission Expense — Commission expense during the period was
up by P4.7 million from the previous year's level of P6.8 million.

o  49% Increase in Financial Expense — Financial expense during the period went up to
P72.6 million from the previous year's level of P48.6 million. Interest expense on loans
accounted for P45 million of the financial expenses.

e 70% Decrease in Other Expenses — Other expenses went down by P46.6 million from
P66.3 million level the previous year.

REVIEW OF FINANCIAL CONDITION

Consolidated Total Assets as of June 30, 2010 is P14.88 billion. Following is a brief

discussion of the movements of assets and liabilities of the company during the period:

e Cash and cash equivalents decreased by P111 million (58%}) to P81 million from the

end of September 2008 level of P192 million as funds were utilized for operations.



« Receivables — net went down by P191 million (18%) to P1.079 billion from the end
September 2009 level of P1.270 billion due to increase in allowance for doubtful
accounts by P40 million, decrease in trade receivables by P 51.7 milfion and a decrease

in other receivables by P100 million.

o Real Estate and golf shares and resort shares for sale — stood at P7.08 billion as of
end June 2010.

« Due from Related Parties decreased by 19% to P700.4 million from the P868 million
level as of end September 2008.

+ Due from other realty and development companies — moved up by P278 million
from P525 million as of September 30, 2009.

¢ Land held for future development — remains at P1.8 billion.

+ Investment Properties — Net went down by P11.73 million to P 36.6 million due to

depreciation and amortization.

Bonds payable stood at P1.130 billion down by P59.3 million from the September 30, 2009

level of P1.189 billion as a result of the movements in foreign currency exchange rates.

Loans payable decreased to P460 million from the P468 million level as of end September
2009.

Accounts payable and other liabilities decreased to P1.09 billion from the P1.3 billion level

as of end September 2009 due to retirement of some payables.

Retained Earnings moved up to P4.529 billion attributed mainly to the P3.6 million net

income for the 3rd quarter ending June 30, 2010.



FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

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

Exposures to credit and liquidity risk arise 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 instruments 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 counterparties.

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.

The Group also has no significant concentrations of credit risk on its rental receivable. It has
policies in place to ensure that rental contracts are made with customers with appropriate 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.

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

Liquidity 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 reduced bank debt and payables to suppliers, contractors and other creditors via
asset swap arrangements utilizing the Group's real estate and golf and resort shares inventory.
Agreements have been obtained from banks for the settlement of the remaining debt also via
asset swap arrangements.

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's interest rate risk management policy centers on reducing the overall interest
expense and exposure to changes in interest rates. Changes in market interest rates relate
primarily to the Group's interest bearing debt obligations with floating interest rate as it can
cause a change in the amount of interest payments. '

The Group follows prudent policies in managing-its exposures to interest rate fluctuation, and
constantly monitors its exposure to fluctuation in interest rates to estimate the impact of interest

rate movements on its interest expense.

Borrowings of the Group are usually at fixed rates. Thus, no interest rate sensitivity analysis is
presented.

Foreign Exchange Risk

Most of the Group’s transactions are carried out in Philippine pesos, its functional currency. The
currency exchange rates arise from Group's interest-bearing cash equivalents and loans
denominated in US dollars.

The exchange rate exposure is mitigated by a provision in the loan agreement that allows
prepayment of the US Dollar loan in whole or in part without penalty in the event of an exchange
fluctuation. Moreover, the group seeks to manage the effect of its foreign exchange exposure
by purchasing US dollars and generating revenues in foreign currency that will result to a
natural hedge.

Capital Risk Management

The Company’s objective in managing capital is to maintain a strong credit rating and healthy
capital ratios in order to support its business and maintain stockholders’ confidence and to
sustain future development of the business.

The Company manages its capital structure and makes adjustments to it, in fight of changes in

economic conditions.
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Gearing ratio as of June 30, 2010 and 2009 are as follows:

2010 2009
interest bearing loans and borrowings 460,436 371,694
Bonds payable 1,130,500 1,172,925
Less: Cash 81,028 128,519
Net Debt 1,509,908 1,416,100
Total Capital 9,476,312 9,538,572
Capital and Net Debt 10,986,220 10,954,672
Gearing Ratio 14% 13%

The Company has complied with its covenant obligations, including maintaining the required
gearing ratio for both years.

KEY PERFORMANCE INDICATORS

LEVERAGE OR LONG-RANGE SOLVENCY RATIOS

June 30, 2010 September 30, 2009 Change
Debt to Total Assets 36.32% 37.40% (1.08%)
Equity to Total Assets - 63.68% 62.60% 1.08%
Debt to Equity 57.05% 59.76% (2.71%)

Debt to Total Assets - It shows the creditors’ contribution to the tota! resources of the
organization. The slight decrease was brought about by the retirement of payables and
the effect of movements in foreign currency exchange rates.

Equity to Total Assets - It shows the extent of owners’ contribution to the total resources of the
organization. The slight increase was brought about by the net income during the
period.

Debt to Equity - It relates the exposure of creditors to that of the owners. The decrease was due
to the effect of movements in foreign currency exchange rates during the period.



ACTIVITY RATIOS

June 30, 2010 June 30, 2009 Change
Assets Turnover 0.91% 1.81% (0.89% )
Equity Turnover 1.43% 2.8%% (1.45%)

Assets Turnover — It measures the level of sales in relation to assets. There is a slight decrease

due to lower sales during the period as compared to the comparative period of the
previous year.

Equity Turnover - It tests the productivity of owners' investments. Movement is due to lower

sales generated during the last fiscal year.

PROFITABILITY RATIOS

June 30, 2010 June 30, 2009 Change
Earnings Per Share (EPS) RP0.0011 R(0.02183) R0.0229
Book Value Per Share P2.829 R2.847 R (0.0186)

Earnings Per Share - It shows the income earned from each share of common stock

outstanding. The EPS for the year increased by P0.0229 due to net income reported for
the period.

Book Value Per Share - It shows the value of each common share based on the recorded

assets values.

OTHERS

As of the third quarter ended June 30, 2010, there are no material events and uncertainties
known to management that would address the past and would have an impact on the future
operations of the following:

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 arise 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.



FIL-ESTATE LAND, INC. AND SUBSIDIARIES

NOTES TO FINANCIAL STATEMENTS
FOR THE THIRD QUARTER ENDED JUNE 30, 2010

a. Accounting policies and methods of computation

Basis of Preparation

The consolidated financial statements of the Group have been prepared using the historical
cost basis, except for available-for-sale investments which are measured at fair values.
These consoclidated financial statements are presented in Philippine peso, which is the
Group’s functional currency, rounded to the nearest thousand except when otherwise
indicated.

Statement of Compliance
The accompanying consolidated financial statements have been prepared in compliance
with Philippine Financial Repaorting Standards (PFRS).

Basis of Consolidation

The consolidated financial statements consist of the financial statements of the Parent
Company and its subsidiaries as of June 30, 2010. The financial statements of the
subsidiaries are prepared for the same reporting period as the Parent Company using
consistent accounting policies. These subsidiaries and the percentage of ownership of the
Parent Company are as follows:

Percentage of

Name of Subsidiary Ownership
Fil-Estate Properties Inc. {(FEPI) 100.0
Aklan Holdings Corporation {(Aklan) 100.0
Blue Sky Airways, inc.™* . 100.0
Fil-Estate Industriat Park, Inc. (FEIP)* 78.9
Fil-Estate Subic Development Corporation* 100.0
Fil-Power Concrete Blocks Corporation (FPCBC)* 100.0
Fil-Power Construction Equipment Leasing Carporation
(FPCELC) 100.0
Golden Sun Airways, Inc.™” ' 100.0
La Compana De Sta. Barbara, Inc. 100.0
MCX Corporation (MCX) 100.0
Pioneer L-5 Realty Corporation 100.0
Prime Airways, Inc.** 100.0
Sherwood Hills Development, inc. (SHDI) 55.0
Sto. Domingo Place Development Corporation 100.0
Fil-Estate Golf and Development, Inc. (FEGDI) 100.0
Golforce, Inc. (Golforce) 100.0
Fil-Estate Ecocentrum Corporation {(FEEC) 56.0
Philippine Aquatic Leisure Corporation*™ 100.0
Fil-Estate Urban Development Corporation (FEUDC) 100.0

* Preoperating comparnies
**  Dormant comparnes



Subsidiaries are consolidated from the date on which control is transferred to the Group
and cease to be consolidated from the date on which control is transferred out of the Group.

The equity and net income attributable to minority interests of the consolidated subsidiaries
are shown separately in the consolidated balance sheets and consolidated statements of
equity and consolidated statements of income, respectively.

All significant intercompany accounts and transactions are eliminated.

Minority Inferests

Minority interest represents the interest in a subsidiary, which is not owned, directly or
indirectly through subsidiaries, by the Parent Company. If losses applicable to the minority
interest in a subsidiary exceed the minority interest’s equity in the subsidiary, the excess,
and any further losses applicable to the minority interest, are charged against the majority
interest except to the extent that the minority has a binding obligation to, and is able to,
make good the losses. If the subsidiary subsequently reports profits, the majority interest is
allocated all such profits until the minority interest’'s share of losses previously absorbed by
the majority interest has been recovered.

Minority interests represent the interests in FEIP, SHDI and FEEC not held by the Group.

Statement of Changes in Accounting Policies

The accounting policies and methods of computations adopted in the interim financial
statements are consistent with those adopted in the September 30, 2009 Audited Financial
Statements that includes the adoption of new accounting standards and amendments which
became effective in 2008 as follows:

e Amendment to Philippine Interpretation IFRIC 11, PFRS 2 - Group Treasury Share
Transactions (effective for annual periods beginning on or after March 1, 2007) requires
arrangements whereby an employee is granted rights to an entity’s equity instruments
to be accounted for as an equity-settled scheme by the entity even if (a) the entity
chooses or is required to buy those equity instruments (e.g., treasury shares) from
another party, or (b) the shareholders of the entity provide the equity instruments
needed. It also provides guidance on how subsidiaries, in their separate financial
statements, account for such schemes when the subsidiary’s employees receive rights
to the equity instruments of the parent. The Group currently does not have any stock
option plan and therefore, does not have a significant impact in its consolidated financial
statements.

o Amendment to Philippine Interpretation FRIC 14, PAS 19, The Limit on a Defined
Benefit Assets, Minimurn Funding Requirements and their Interaction (effective for
annual periods beginning on or after January 1, 2008) addresses three issues (1) how
entities should determine the limit places by PAS 18 Employee Benefits on the amount
of a surplus in a pension plan they can recognize as an asset; (2) how a minimum
funding requirement affects that limit; and {3) when a minimum funding requirement
creates an onerous obligation that should be recognized as a liability in addition to that
otherwise recognized under PAS 19. The adoption of this interpretation did not have

A
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significant impact on the financial statements for currently, the Group does not maintain
a fund asset.

The Group has not adopted the following Philippine Interpretations since these are not
relevant to the Group which became effective in 2008:

Philippine Interpretation IFRIC 12, Service Concession Arrangements (effective for
annual periods beginning on or after January 1, 2008) addresses how service
concession operators should apply existing PFRS to account for the obligations they
undertake and rights they receive in service concession arrangements. [t covers
contractual arrangements arising from private entities providing public services.

Philippine Interpretation IFRIC 13, Customer Loyalty Programmes (effective for annual
periods beginning on or after July 1, 2008} addresses how companies that grant their
customer loyalty award credits (often called “points”), when buying goods or services,
should account for their obligation to provide free or discounted goods or services if and
when the customers redeem the points. Under this IFRIC, companies must estimate
the value of the points and defer this amount of revenue as a liability untit they have
fulfiled their obligations to supply awards.

Philippine Interpretation IFRIC 16, Hedges of a Net Investment in a Foreign Operation
(effective for annual periods beginning on or after October 1, 2008) applies to an entity
that hedges the foreign currency risk arising from its net investments in foreign
operations and that apply hedge accounting in accordance with PAS 39. lt clarifies the
following issues: {a) whether risk arises from foreign currency exposure to the functional
currencies of the foreign operation and the presentation currency of the parent entity’s
consolidated financial statements; (b) which entity within a group can hold a hedging
instrument in a hedge of a net investment in a foreign operation must also hold the
hedging instrument; (c) how an entity should determine the amounts to be reclassified
from equity to profit or loss for both the hedging instrument and the hedged item when
the entity disposes of the investment. The main expected change in practice is to
eliminate the possibility of an entity applying hedge accounting for a hedge of the
foreign exchange differences between the functional currency of a foreign operation and
the presentation currency of the parent's consolidated financial statements. The IFRIC
recognizes the difficulty that entities would face in preparing adequate documentation
from the inception of the hedge relationship and therefore requires prospective
application of the guidance.

Future Changes in Accounting Palicies

The Group has not applied the following new and amended PFRS and Philippine
Interpretations which are not yet effective for the fiscal year ended September 30, 2009.
Except for the adoption of Philippine Interpretation IFRIC 15, Agreement for Construction of
Real Estate, the following new and amended PFRS and Philippine Interpretations will not
significantly impact the consolidated financial statements:

Effective in 2009 for adoption on fiscal year ending September 30, 2010

Amendment to PAS 1, Presenlation of Financial Statements, Revised, effective for
annual periods beginning on or after January 1, 2009. In accordance with the
amendment to PAS 1, the statement of changes in equity shall include only transactions
with owners, while all non-owner changes will be presented in equity as a single line

14



with details included in a separate statement. Owners are defined as holders of
instruments classified as equity.

in addition, the amendment to PAS 1 provides for the introduction of a new statement of
comprehensive income that combines all items of income and expense recognized in
the statement of income together with ‘other comprehensive income’. The revisions
specify what is included in other comprehensive income, such as gains and losses on
available-for-sales assets, actuarial gains and losses on defined benefit pension plans
and changes in the asset revaluation reserve. Entities can choose to present all items
in one statement, or to present two linked statements, a separate statement of income
and a statement of comprehensive income. The Group does not expect this
amendment to have a significant impact on the financial statements.

PAS 23, Borrowing Costs, (effective for annual periods beginning on or after
January 1, 2009), has been revised to require capitalization of borrowing costs when
such costs relate to a qualifying asset. A qualifying asset is an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale. In
accordance with the transitional requirements in the Standard, this change in accounting
for borrowing costs shall be accounted for prospectively. Accordingly, borrowing costs
will be capitalized on qualifying asset with a commencement date after January 1, 2009.
The adoption of this amendment will have no impact on the financial statements
because it was the Group's policy to capitalize borrowing costs.

Amendments to PAS 32, Financial instrument: Presentation, and PAS 1, Presentation
of Financial Statements — Puttable Financial Instruments and Obligations Arising on
Liquidation (Amendments), (effective for annual periods beginning on or after
January 1, 2009) have been amended to allow a limited scope exception for puttable
financial instruments to be classified as equity if they fulfill a number of specified criteria.

Amendments to PFRS 1, First-time Adoption of PFRS- Cost of Investment in a
Subsidiary, Jointly Controfled Entity or Associate, (effective for annual periods beginning
on or after January 1, 2009) allows an entity, in its separate financial statements, to
determine the cost of investments in subsidiaries , jointly controlled entities or associates
(in its opening PFRS financial items) as one of the following amounts: a) cost
determined in accordance with PAS 27; b) at the fair value of the investment at the date
of transition to PFRS, determined in accordance with PAS 39: or ¢) previous carrying
amount (as determined under generally accepted accounting principles) of the
investment at the date of transition to PFRS.

PFRS 2, Share-based Payment Vesting Condition and Cancelfations, (effective for
annual periods beginning on or after January 1, 2009) has been revised to clarify the
definition of a vesting condition and prescribes the treatment for an award that is
effectively cancelled. It defined a vesting condition as a condition that includes an
explicit or implicit requirement to provide services. It further requires non-vesting
conditions to be treated in a similar fashion to market conditions. Failure to satisfy a
non-vesting condition that is within the control of either the entity or the counterparty is
accounted for as cancellation. However, failure to satisfy a non-vesting condition that is
beyond the control of either party does not give rise to a cancellation.

Therefore, such a change will have no impact on goodwill, nor will it give rise to a gain or
loss. Furthermore, the amended standard changes the accounting for losses incurred
15



by the subsidiary, as well as the loss of control of a subsidiary. The changes introduced
by the revised standards must be applied prospectively and will affect future acquisitions
and transactions with minority interests.

PFRS 3, Business Combinations (Revised), and PAS 27, Consolidated and Separate.
Financial Statements (Revised), will become effective for financial years beginning on or
after July 1, 2009. The revised PFRS 3 introduces a number of changes in the
accounting for business combinations that will impact the amount of goodwill recognized,
the reported results in the period that an acquisition occurs and future reported results.
The revised PAS 27 requires that a change in the ownership interest of a subsidiary be
accounted for as an equity transaction.

PFRS 7, Financial Statements: Disclosures (effective for annual periods beginning on or
after January 1, 2009) requires additional disclosures about the fair value measurement
and liquidity risk. Fair value measurements related to items recorded at fair value are to
be disclosed by source of inputs using three (3) level fair value hierarchy, by class, for
all financial instruments recognized at fair value. In addition, reconciliation between the
beginning and ending balance for level three (3) fair value measurements is now
required, as well as significant transfers between levels in the fair value hierarchy.

PFRS 8, Operating Segment (effective for annual periods beginning on or after
January 1, 2009) replaces PAS 14, Segment Reporting and adopts a management
approach to segment reporting. The information reported would be that which
management uses internally for evaluating the performance of operating segments and
allocating resources to those segments. This information may be different from that
reported in the consolidated balance sheets and consolidated statements of income and
entities will need to provide explanations and reconciliations of the differences. The
disclosures are similar to information used internally by management and are
significantly similar to previous years’ presentation.

PAS 39, Financial Instruments: Recognition and Measurement - Eligible Hedged Items
(Amendment), will become effective for financial years beginning on or after July 1,
2009. The amendment addresses the designation of a one-sided risk in a hedged item,
and the designation of inflation as a hedged risk or portion in particular situations. It
clarifies that an entity is permitted to designate a portion of the fair value changes or
cash flow variability of a financial instrument as’a hedged item. The amendment will not
have any impact on the financial statements as the Group has not entered into any such
hedges.

Philippine Interpretation IFRIC 17, Distribution of Non-cash Assets to Owners (effective
for annual period beginning on or after July 1, 2009) covers accounting for two types of
non-reciprocal distributions of assets by an entity to its owners acting in their capacity as
owners. The two types of distribution are:

a. distributions of non-cash assets (e.g., items of property, plant and equipment,
businesses as defined in PFRS 3, ownership interests in another entity or disposal
groups as defined in PFRS 5); and

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



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

Philippine Interpretation IFRIC 18, Transfers of Assets from Customers (effective for
annual period beginning on or after July 1, 2009) covers accounting for transfers of items
of property, plant and equipment by entities that receive such transfers from their
customers. Agreements within the scope of this Interpretation are agreements in which
an entity receives from a customer an item of property, plant and equipment that the
entity must then use either to connect the customer to a network or to provide the
customer with ongoing access to a supply of goods or services, or to do both. This
Philippine Interpretation also applies to agreements in which an entity receives cash
from a customer when that amount of cash must be used only to construct or acquire an
item of property, plant and equipment and the entity must then use the item of property,
plant and equipment either to connect the customer to a network or to provide the
customer with ongoing access to a supply of goods or services, or to do both.

Effective in 2010 for adoption on fiscal year ending September 30, 2011

Amendment to PFRS 2, Share-based Payment: Group Cash-settled Share-based
Payment Transactions, will become effective for financial years beginning on or after
January 1, 2010. This amendment clarifies the scope and the accounting fort he Group
cash-settled share based payment transactions. This amendment will have no impact
on the consolidated financial statements of the Group, as the Group is not involved in
any similar transactions.

Effective in 2012 for adoption on fiscal year ending Septernber 30, 2012

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

The adoption of this interpretation will be accounted for retrospectively and will result to
the restatement of prior period financial statements. The adoption of this Interpretation
may significantly affect the determination of the net income and the related Receivables
from sales of real estate, deposit on real estate sales, deferred tax liabilities and
retained earnings accounts.

The Group is currently assessing the impact of these standards and interpretations. The
revised disclosures on the financial statements required by the above standards and
interpretations will be included in the Group's consolidated financial statements when these
are adopted.



Improvements to Existing Accountirig Standards

The following are the IASB issued omnibus of amendments to its standards, issued in May
2008 and April 2009, effective January 1, 2010, primarily with a view to removing
inconsistencies and clarifying wording. There are separate transitional provisions for each
standard. The adoption did not result to significant effects on the financial statements.

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations, when a
subsidiary is held for sale, all of its assets and liabilities will be classified as held for sale
under PFRS 5, even when the entity retains a non-controlling interest in the subsidiary
after the sale.

PFRS 7, Financial Instruments: Disclosures, removes the reference to “total interest
income” as a component of finance costs.

PAS 1, Presentation of Financial Statements, provides that assets and liabilities
classified as held for trading in accordance with PAS 39, Financial Instruments:
Recognition and Measurement, are not automatically classified as current in the balance
sheets. '

PAS 7, Statements of Cash Flows, provides expenditure that results in recognizing an
asset can be classified as a cash flow from investing activities.

PAS 8, Accounting Policies, Changes in Accounting Estimates and Errors, clarifies that
only the implementation guidance that is an integral part of a PFRS is mandatory when
selecti_ng accounting policies. ‘

PAS 10, Events after the Balance Sheet Date, clarifies that dividends declared after the
end of reporting period are not obligations.

PAS 186, Property, Plant and Equipment, replaces the term “net selling price” with “fair
value less costs to sell”. It further clarifies that items of property, plant and equipment
held for rental that are routinely sold in the ordinary course of business after rental are
transferred to inventory when rental ceases and they are held for sale.

PAS 18, Revenue, replaces the term “direct costs” with “transaction costs™ as defined in
PAS 39, Financial Instruments: Recognition and Measurement.

PAS 19, Employee Benefits, revises the definition of past service costs, return on plan
assets and short-term and long-term employee benefits. Amendments to plans that
result in reduction in benefits related to future services are accounted for as curtaiiment.
It deletes the reference to the recognition of contingent liabilities to ensure consistency
with PAS 37, Provisions, Coniingent Liabilities and Conlingent Assets.

PAS 20, Accounting for Government Grants and Disclosure of Government Assistance,
provides that loans granted in the future with no or low interest rates will not be exempt
from the requirement to impute interest. The difference between the amount received
and the discounted amount is accounted for as government grant. Various terms were
revised to be consistent with other PFRS.



PAS 23, Borrowing Costs, revises the definition of barrowing costs to consolidate the
two types of items that are considered components of borrowing costs into one — the
interest expense calculated using the effective interest method calculated in accordance
with PAS 39, Financial Instruments: Recognition and Measurement.

PAS 27, Consolidated and Separate Financial Statements, states that when a parent
entity accounts for a subsidiary in accordance with PAS 39, Financial Instruments: -
Recognition and Measurement, in its separate financial statements, this treatment
continues when the subsidiary is subsequently classified as held for sale.

PAS 28, Investment in Associates, establishes that if an associate is accounted for at
fair value in accordance with PAS 39, Financial Instruments: Recognition and
Measurement, only the requirement of PAS 28 to disclose the nature and extent of any
significant restrictions on the ability of the associate to transfer funds to the entity in the
form of cash or repayment of loans applies.

PAS 29. Financial Reporting in Hyperinflationary Economies, revises the reference to
the exception to measure assets and liabifities at historical costs, such that it notes
property, plant and equipment as being an example, rather than implying that it is a
definitive list. Various terms were revised to be consistent with other PFRS.

PAS 31, Interest in Joint Ventures, provides that if a joint venture is accounted for at fair
value in accordance with PAS 39, Financial Instruments: Recognition and Measurement,
only the requirement of PAS 31 to disclose the commitments of the venturer and the
joint venture as well as summary financiat -information about the assets, liabilities,
income and expense will apply.

PAS 34, interim Financial Reporting, requires that earnings per share be disclosed in
interim financial reports if an entity is within the scope of PAS 33, Earnings per Share.

PAS 36, /mpairment of Assels, provides that if discounted cash flows are used to
estimate “fair value less costs to sell,” additional disclosure is required about the
discount rate, consistent with the disclosures required when the discounted cash flows
are used to estimate “value in use.”

PAS 38, Intangible Assets, requires that expenditure on advertising and promotional
activities is recognized as an expense when the Group has either the right to access the
goods or has received the services.

PAS 39, Financial Instruments: Recognition and Measurement, changes in
circumstances relating to derivatives are not reclassification and therefore maybe either
removed from, or included in, the “fair value through profit or loss" (FVPL) classification
after initial recognition. It removes the reference to a segment when determining whether
an instrument qualifies as a hedge. It further requires the use of the revised effective
interest rate when remeasuring a debt instrument on the cessation of fair value hedge
accounting.

PAS 40, Investment Property, revises the scope such that property under construction or
development for future use as an investment property is classified as investment
property. If fair value cannot be reliably determined, the investment under construction
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will be measured at cost untii such time that fair value can be determined or construction
is complete. |t revises the conditions for a voluntary change in accounting policy to be
consistent with PAS 8. Accounting Policies, Changes in Accounting Estimates and
Errors, and clarifies that the carrying amount of investment property held under lease is
the valuation obtained, increased by any recognized liability.

o PAS 41, Agriculiure, removes the reference to the use of pre-tax discount rate to
determine fair value. It likewise removes the prohibition to take into account cash flows
resulting from any additional transformations when estimating fair value. Furthermore, it
replaces the term “point-of-sale costs” with “costs to sell”.

Revenue and Cost Recognition

Revenue is recognized to the extent that it is probable that the economic benefits wil! flow
to the Group and the revenue can be reliably measured. The following specific recognition
criteria must also be met before revenue and/or cost is recognized:

Sale of Real Estate and Golf Club and Resort Shares

The percentage of completion method is used to recognize income from sate of
residential/commercial condominium buildings, townhouses, and golf club and resort shares
if the Group has material obligations under the sales contract, to complete or provide
improvements after the property is sold. Under this method, the gain on sale is recognized
as the related obligations are fulfilled, measured principally on the basis of the estimated
completion of the physicat portion of the contract work. Any excess of collections over the
recognized receivables are included in the “deposit on real estate sales” account in the
consolidated balance sheets.

Gain from sale of completed residential and commercial lots, and resort shares, where a
sufficient down payment has been received, the collectibility of sales price is reasonably
assured, the refund period has expired, the receivables are not subordinated and the seller
is not obligated to complete improvements, is accounted for under the full accrual method.

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

The related commission is recognized as expense in the same period when the gain on
sale of real estate and golf club and resort shares is recognized. The amount of
commission pertaining to deposit on real estate sales is shown as part of "Prepaid
expenses and other current assets” account in the consolidated balance sheets.

Service
Service income is recognized when services are rendered in accordance with existing
maintenance agreements.
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Rent
Rental income is recognized under the accrual method based on the terms of the existing
lease agreements.

Interest
Interest income is recognized on a time proportion basis that reflects the effective yield on
the asset.

Dividend :
Dividend income is recognized when the Group's right to receive the payment is
established.

Other Income
Other income is recorded when earned.

Cost and Expenses

Cost and expenses are recognized in the statements of income upon utilization of the
service or at the date they are incurred. Expenditure for warranties is recognized and
charged against the associated provision when the related revenue is recognized. Finance
costs are reported on an accrual basis.

Cash and Cash Eguivalents

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less from acquisition dates and that are subject to an insignificant risk of
change in value.

Financial Assets and Liabilities

Financial assets and liabilities are recognized initially at fair value. Transaction costs, if
any, are included in the initial measurement of all financial assets and liabilities, except for
financial instruments measured at fair value through profit or loss. Fair value is determined
by reference to the transaction price or other market prices. If such market prices are not
readily determinable, the fair value of the consideration is estimated as the sum of all future
cash payments or receipts, discounted using the prevailing market rates of interest for
similar instruments with similar maturities.

The Group recognizes a financial asset or financial liability in the consolidated balance
sheet when it becomes a party to the contractual provisions of the instrument. All regular
way purchases and sales of financial assets are recognized on the trade date, i.e., the date
the Group commits to purchase the assets. Regular way purchases or sales are purchases
or sales of financial asset that require the delivery of assets within the period generally
established by regulation or convention in the market place.

Financial assets and financial liabilities are classified into the following categories: Financial
asset or financial liability at fair value through profit or loss, loans and receivables, held-to-
maturity investments, available-for-sale financial assets and other liabilities. The Group
determines the classification at initial recognition and, where allowed and appropriate,
re-evatuates this designation at every reporting date.
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a. Financial Assets or Financial Liabilities at Fair Value Through Profit or Loss (FVPL)

A financial asset or financial liability is classified in this category if acquired principally
for the purpose of selling or repurchasing in the near term or upon initial recognition, it is
designated by the management as at fair value through profit or loss.

Assets or liabilities classified under this category are carried at fair value in the
consolidated balance sheets. Changes in the fair value of such assets and liabilities are
accounted for in earnings.

As of June 30, 2010 and September 30, 2009, the Group has no investments at FVPL.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Group provides
money, goods or services directly to a debtor with no intention of trading the
receivables. This category includes installment contracts and other receivables and
short-term cash investments (with maturities of more than 90 days). Loans and
receivables are carried at cost or amortized cost in the consolidated balance sheets.
Amortization is determined using the effective interest rate method and is included in
the “Financial income” account in the consolidated statements of income. Loans and
receivables are included in current assets if maturity is within 12 months from the
balance sheet date. Otherwise, these are classified as noncurrent assets.

Held-to-maturity Investments

Held-to-maturity investments are non-derivative financial assets with fixed or
determinable payments and fixed maturities wherein the Group has the positive
intention and ability to hold to maturity. Held-to-maturity investments are carried at cost
or amortized cost in the consolidated balance sheets. Amortization is determined by
using the effective interest rate method. Assets under this category are classified as
current assets if maturity is within 12 months from the balance sheet date and
noncurrent assets if the maturity is more than a year.

As of June 30, 2010 and September 30, 2009, the Group has no held-to-maturity
investments.

. Available-for-sale Financial Assets

Available-for-sale financial assets are non-derivatives that are either designated in this
category or not classified in any of the other categories. Available-for-sale financia!
assets are carried at fair value in the consolidated balance sheets. Changes in the fair
value of such assets are accounted for in equity. These financial assets are classified
as noncurrent assets unless the intention is to dispose such assets within 12 months
from the balance sheet date.



e. Financial Liabilities

Financial liabilities are non-derivative financial liabilities with fixed or determinable
payments that are not quoted in an active market. They arise when the Group owes
money, goods or services directly to a creditor with no intention of trading the payables.
This category includes loans, trade and other payables and related party payables.
Financial liabilities are carried at cost or amortized cost in the consolidated balance
sheets. Amortization is determined using the effective interest rate method and is
included in the “Financial expense” account in the consoclidated statements of income.
Financial liabilities are included in current liabilities if maturity is within 12 months from
the balance sheet date.

Impairment of Financial Assets
The Group assesses at each balance sheet date whether a financial asset or group of
financial assets is impaired.

Assets Carried at Amortized Cost. If there is objective evidence that an impairment loss on
loans and receivables carried at amortized cost has been incurred, the amount of the loss is
measured as the difference between the asset's carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate (i.e., the effective interest
rate computed at initial recognition). The carrying amount of the asset shall be reduced
either directly or through use of an allowance account. The amount of the loss shall be
recognized in the Group's consolidated statements of income.

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

If, in a subsequent period, the amount of the impairment loss decrease can be related
objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognized in the consolidated statements of income to the extent that the carrying value of
the asset does not exceed its amortized cost at the reversal date.

Financial Assets Available-for-Sale. If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any principal payment and amortization)
and its current fair value, less any impairment loss previously recognized in profit or loss, is
transferred from equity to the statements of income. Reversals in respect of equity
instruments classified as available-for-sale are not recognized in profit. Reversals of
impairment losses on debt instruments are reversed through profit or loss; if the increase in
fair value of the instrument can be objectively related to an event occurring after the
impairment loss was recognized in profit or loss.
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Derecognition of Financial Assets and Liabilities

Financial Assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognized where:

« the rights to receive cash flows from the asset have expired; or

e the Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a "pass-
through” arrangement; or

e the Group has transferred its rights to receive cash flows from an asset and either (a)
has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

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

Financial Liabilities
A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or has expired.

Where an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in consolidated statements of income.

Offsetting Financial Instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated
balance sheets if, and only if, there is currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realize the asset
and settle the liability simultaneously. This is not generally the case with master netting
agreements, where the related assets and liabilities are presented gross in the consolidated
balance sheets.

Real Estate and Golf Club and Resort Shares for Sale and Land Held for Future
Development

Real estate and golf club and resort shares for sale and land held for future development
are valued at the lower of cost and net realizable value. Cost includes the acquisition cost
of the land pius all costs directly attributable to the acquisition for projects where the Group
is the landowner, and includes actual development cost incurred up to balance sheet date
for projects where the Group is the developer. Interest on loans (borrowing costs) incurred
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during the development phase is also capitalized as part of the development cost of real
estate properties.

Net realizable value is the selling price in the ordinary course of business less cost to
complete and to market. A valuation allowance is provided for real estate and golf club and
resort shares for sale and {and held for future development when the net realizable values
of the properties are less than the carrying costs.

Prepaid Expensesg

Prepaid expenses are costs such as deferred commissions which are paid in advance of
actually incurring them and regularly recurring in the normal course of the business.
Prepaid expenses are amortized as the benefits of the payments are received by the
Group.

Investments

a. Associates
Associates are those entities in which the Group has significant influence, but not
control, over the financial and operating policies. Significant influence is presumed to
exist when the Group hoids between 20 and 50 percent of the voting power of another
entity.

Investments in associates of the Parent Company and FEPI in which ownership interest
ranges between 20% and 50% or where the Parent Company and FEP! exercise
significant influence mainly through representation in the board and participation in the
policy-making processes. These associates are as follows:

Name of Associate Percentage of Ownership
MRT Development Corporation 30.9
Fil-Estate Marketing Companies
Fil-Estate Marketing Associate, Inc. (FEMAI) 20.0
Fil-Estate Network, Inc. (FENI}) 20.0
Fil-Estate Realty Corporation (FERC) 20.0
Fil-Estate Realty Sales Associate, Inc. (FERSAI) 20.0
Fil-Estate Sale, Inc. (FESI) 20.0
Nasugbu Properties, Inc. (NP1)* 36.2

* Preoperating stage

Investments in associates are accounted for using the equity method and are recognized
initially at cost. The consolidated financial statements include the Group’s share of the
mcome and expenses and equity movements of equity accounted investees, after
adjustments to align the accounting policies with those of the Group, from the date that
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significant influence or joint control commences until the date that significant influence or
joint control ceases.

if the Group’s share of losses of an associate equals or exceeds the cost of investment,
the Group discontinues recognizing its share of further losses. If the associate
subsequently reports income, the Group resumes including its share of such income
after its share of income equals the share of losses not recognized. However,
additional losses and liability is recognized to the extent that the Group has incurred
legal or constructive obligations or made payments in behalf of the associate. The
excess of accumulated equity in net losses over cost of investment and advances in
associates is presented under “Other noncurrent liabilities” account in the consolidated
balance sheets (see Note 10).

Profits and losses resulting from upstream and downstream transactions between the Group
and associates are recognized in the Group’s financial statements only to the extent of
unrelated interests in the associate. The Group's share in the associate’s profits and losses

resulting from these transactions are eliminated.

b. Joint Ventures

The Group follows the equity method in valuing their investments in joint ventures. The
share of the Group from these projects is up to more than 50%. These joint ventures
are as follows:

Name of Joint Ventures Percentage of Ownership

High-rise Projects

Capitol Plaza , 70
Paragon Plaza 50
West Tower 50
Belvedere 50
Renaissance 5000 20 of 50
Renaissance 3000 80 of 16
Laurel {Batangas) Property 15.38 of 46.25

Investments in associates and joint ventures are carried in the Group’s balance sheets at
cost increased or decreased by post-acquisition changes in the Group's share in the net
assets of the investees, less any impairment in value. Dividends received are not

considered income but are deducted from the investment account.

c. Other investments are carried at cost less presumably any permanent decline in value

of investment.



Investment Properties

Investment property consists of assets that are held to earn rentals, and that are not
occupied by the companies in the Group. Investment properties, except for land, are
carried at cost less accumulated depreciation and amortization and any impairment in
value. Land is carried at cost less any impairment in value.

The assets’ residual vatues, useful lives and method of depreciation are reviewed and
adjusted, if appropriate, at each balance sheet date.

Depreciation of investment properties, except land, is computed using the straight-line
method over its useful life, regardless of utilization. The estimated useful lives of
investment properties are as follows:

Number of years

Land improvements 20
Buildings and improvements 10to 20
Slides, pools and improvements 10

Investment property is derecognized when either it is disposed of, or when the investment
property is permanently withdrawn from use and no future economic benefit is expected
from its disposal. Any gains or losses on the retirement or disposal of an investment
property are recognized in the consolidated statements of income in the year of retirement
or disposal.

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

Property and Equipment

Property and equipment, except for land, are carried at cost less accumulated depreciation
and amortization and any impairment in value. Land is carried at cost less any impairment
in value.

The initial cost of property and equipment comprises its purchase price or construction cost
and any directly attributable costs of bringing the asset to its working condition and location
for its intended use. Expenditures incurred after the property and equipment have been put
into operation, such as repairs and maintenance, are normally charged to income in the
period the costs are incurred.

in situations where it can be clearly demonstrated that the expenditure have resulted in an
increase in the future economic benefits expected to be obtained from the use of an item of
property and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property and equipment.
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Depreciation is computed using the straight-line method over the following estimated useful
lives:

Number of years

Buildings and other improvements 10 -50
Construction and maintenance 5
equipment

Office furniture, fixtures and equipment 3-5

Water system 20

Transportation equipment 5

Slides, pool and improvements 10

Leasehald improvements are amortized over the lives of the improvements or the term of
the lease whichever is shorter.

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

When assets are retired or otherwise disposed of, the cost and the related accumulated
depreciation and amortization are removed from the accounts and any resulting gain or loss
is credited or charged to statements of income.

Impairment of Nen-Financial Assets

An assessment is made at each balance sheet date to determine whether there is any
indication of impairment of any assets, or whether there is any indication that an impairment
ioss previously recognized for an asset in prior years may no longer exist or may have
decreased. if any such indication exists, the asset's recoverable amount is estimated. An
asset's recoverable amount is computed as the higher of the asset’s value in use or its net
selling price.

An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged to operations in the period in which it
arises unless the asset is carried at a revalued amount in which case the impairment is
charged to the revaluation increment of the said asset.

A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset, however, not to an
amount higher than the carrying amount that would have been determined (net of any
depreciation and amortization), had no impairment loss been recognized for the asset in
prior years.



Income Taxes
income taxes represent the sum of the tax currentty payable and deferred tax.

The tax currently payable is based on taxable income for the year. Taxable income differs
from income as reported in the statements of income because it excludes items of income
or expenses that are taxable or deductible in other years and it further excludes items that
are never taxable or deductible. The Group's liability for current income tax is calculated
using tax rates that have been enacted or substantively enacted at the balance sheet date.

Deferred income tax is provided, using the balance sheet liability method, on all temporary
differences at the balance sheet date between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes. Deferred tax assets are recognized
for all deductible temporary differences, carryforward benefit of unused tax credits from
excess minimum corporate income tax (MCIT) and carry forward benefit of unused net
operating loss carryover (NOLCO), to the extent that it is probable that taxable profit will be
available against which the deductible temporary difference can be utilized. Deferred tax
liabilities are recognized for all taxable temporary differences. Deferred tax assets and
liabilities are measured using the tax rate that is expected to apply to the period when the
asset is realized or the liability is settled.

The camrying amount of deferred tax assets is reviewed at each balance sheet date and
reduced to the extent that it is not probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax assets to be utilized.

Income tax relating to items recognized directly in equity is recognized in equity and not in
the consolidated statements of income.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists
to offset current tax assets against current tax liabilities and the deferred taxes relate to the
same taxable entity and the same taxation authority.

Borrowing Costs

Borrowing costs are generally expensed as incurred. Borrowing costs incurred during the
construction period on loans and advances used to finance construction and property
development are capitalized as part of construction and development costs (included under
“Real estate and golf club and resort shares for sale” account in the consolidated balance
sheets).

The capitalization of borrowing costs as part of the cost of the properties commences when
the expenditures and borrowing costs for the properties are incurred and activities that are
necessary to prepare the properties for their intended use are in progress and ceases when
substantially all these activities are completed.

Commission Expense

Commissions paid to sales or marketing agents on the sale of pre-completed reat estate
units are deferred when recovery is reasonable expected and are charged to expense in the
period in which the related revenue is recognized as eamed. Accordingly, when the
percentage of completion method is used, commissions are likewise charged to expense in
the period the related revenue is recognized. Commission expense is included under
operating expenses account in the consofidated statements of income.
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Foreign Currency Transactions and Transiations

The accounting records of the Group are maintained in Philippine pesos. Foreign currency
transactions during the year are transiated into the functional currency at exchange rates
which approximates those prevailing on transaction dates.

Foreign exchange 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 statements of
income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates
at the date when the fair value was determined.

Related Party Transactions

Transactions between related parties are based on terms similar to those offered to non-
related parties. Parties are considered related if one party has the ability, directly or
indirectly, to control the other party or exercise significant influence over the other party in
making financial and operating decisions and the parties are subject to common control or
common significant influence. Related parties may be individuals or corporate entities.

Retirement Benefit Costs

Retirement cost of the Group is actuarially determined using the projected unit credit
method. This method reflects services rendered by employees up to date of valuation and
incorporates assumptions concerning employees’ projected salaries. Actuarial valuations
are conducted with sufficient regularity, with option to accelerate when significant changes
to underlying assumptions occur. Pension cost includes current service cost, interest cost,
expected return on any plan assets, actuarial gains and losses and the effect of any
curtailment or settlement.

The liability recognized in the consolidated balance sheets in respect of the defined benefit
pension plan is the present value of the defined benefit obligation at the balance sheet date
less the fair value of the plan assets. The defined benefit obligation is calculated by
independent actuaries using the projected unit credit method. The present value of the
defined benefit obligation is determined by discounting the estimated future cash outflows
using risk-free interest rates that have terms to maturity approximating the terms of the
retated pension liability.

Actuarial gains and losses that exceed 10% of the greater of the present value of the
Group’s defined benefit obligation and the fair value plan assets are amortized over the
expected average remaining working lives of the participating employees.

Operating Leases

The determination of whether an arrangement is, or contains a lease is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset. A reassessment is made after inception of the lease only if
one of the following applies:

30



a. There is a change in contractua! terms, other than a renewal or extension of the
arrangement; or

b. A renewal option is exercised or extension granted, unless that term of the renewal or
extension was initially included in the lease term; or

c. There is a change in the determination of whether fulfillment is dependent on a specified
asset; or

d. There is a substantial change to the asset.

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

Leases of assets under which the risks and rewards of ownership are effectively retained by
the lessor are classified as operating lease. Rental income from operating leases is
recognized on a straight-line basis over the term of the relevant lease.

Equity
Capital stock is determined using the nominal value of shares that have been issued.

Revaluation reserve comprises of gains and losses due to the revaluation of available-for-
sale financial assets and equity share in associate's revaluation reserve. -

Retained earnings include all current and prior period results as reported in the statement of
income. The appropriated portion represents the amount which is not available for
distribution.

Earnings Per Share (EPS)

Basic EPS is computed by dividing net income for the year attributable to common
stockholders by the weighted average number of common shares issued and outstanding
during the year adjusted for any subsequent stock dividends declared.

Diluted EPS is computed by dividing net income for the year by the weighted average
number of common shares issued and outstanding during the year after giving effect to
assumed conversion of potential common shares.

In determining both the basic and diluted earnings per share, the effect of stock dividends, if
any, is accounted for retroactively.

Segment Reporting

The Group's operating business are organized and managed separately according to the
nature of the products and services provided, with each segment representing a strategic
business unit that offers different products and serves different markets. Financial
information on business segments is presented in the consolidated financial statements.
The Group’s asset-producing revenues are located in the Philippines (i.e., one geographical
location). Therefore, geographical segment information is no longer presented.




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

Contingencies
Contingent liabilities are not recognized in the financial statements but they are disclosed

unless the possibility of an outflow of resources embodying economic benefit is remote.
Contingent assets are not recognized in the financial statements but disclosed when an
inflow of economic benefit is probable.

Events after the Balance Sheet Date

Post year-end events that provide additional information about the Group's position at the
balance sheet date, if any, are reflected in the financial statements. However, post year-
end events that are not adjusting events are disclosed in the notes to the financial
statements when material.

Seasonality or cyclicality of interim goperations
Not applicable.

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

Nature and amount of changes in estimates

The preparation of the Group's consolidated financial statements in conformity with PFRS
requires management to make judgments, estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Future events may
occur which will cause the assumptions used in arriving at those estimates to change. The
effects of any change in judgments and estimates are reflected in the consolidated financial
statements, as they become reasonably determinable. Estimates and judgments 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.

n the opinion of management, these consclidated financial statements reflect afl
adjustments necessary to present fairly the results for the periods presented. Actual results
could differ from such estimates.

PAS 1 requires disclosures about key sources of estimation and judgments management
has made in the process of applying accounting policies. The following presents a
summary of these significant estimates and judgments:

Revenue and Cost Recognition

The Group's revenue recognition policies require management to make use of estimates
and assumptions that may affect the reported amounts of revenue and costs. The Group’s
revenue from real estate sales are recognized based on the percentage of completion and
the completion rate is measured principally on the basis of the estimated completion of a
physical proportion of the contract work.
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Estimation of Alfowance for Imairment Losses

Provisions are. made for accounts specifically identified to be doubtful of collection. The
level of this allowance is evaluated by management based on past collection history and
other factors that affect the collectibility of the accounts.

Impairment of Available-for-sale Investments

The determination when an investment is other-than-temporarily impaired requires
significant judgment. in making this judgment, the Group evaluates, among other factors,
the duration and extent to which the fair value of an investment is less than its cost, and the
financial health of and near-term business outlook for the investee, including factors such as
industry and sector performance. changes in technology and operational and financing cash
flows.

Distinction between Investment Properties and Owner-Occupied Properties

The Group determines whether a property qualifies as investment property. In making its
judgment, the Group considers whether the property generates cash flows largely
independent of the other assets held by an entity. Owner-occupied properties generate
cash flows that are attributable not only to the property but also to other assets used in the
production or supply process.

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

Estimating Useful Lives of Property and Equipment and Investment Property

The useful life of each of the Group’s property and equipment and investment property is
estimated based on the period over which the asset is expected to be available for use.
Such estimation is based on a collective assessment of industry practice, internal technical
evaluation and experience with similar assets. The estimated useful life of each asset is
reviewed periodically and 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 asset. It is possible, however, that future results of operations could be
materially affected by changes in the amounts and timing of recorded expenses brought
about by changes in the factors mentioned above. A reduction on the estimated useful life
of any investment property and property and equipment would increase the recorded
operating expenses and decrease noncurrent assets. '

Classification of Leases

The Group has entered into various lease agreements as either a lessor or a lessee.
Critical judgment was exercised by management to distinguish each lease agreement as
either an operating or finance lease by looking at the transfer or retention of significant risk
and rewards of ownership of the properties covered by the agreements. Currently, all of the
Group’s lease agreements are determined to be operating leases.
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Classification of Financial Instruments

The Group classifies a financial instrument, or its component parts, on initial recognition as
a financial asset, a financial liability or an equity instrument in accordance with the
substance of the contractual arrangement and the definitions of a financial asset, a financial
liability or an equity instrument. The substance of a financial instrument, rather than its
legal form, governs its classification in the Group’s consolidated balance sheet.

The Group determines the classification at initial recognition and reevaluates this
designation at every reporting date.

Financial Assets and Liabilities

PFRS requires that certain financial assets and liabilities be carried at fair value, which
requires the use of extensive accounting estimates and judgments. While significant
components of fair value measurement are determined using verifiable objective evidence
(i.e. interest rates, volatility rates), the timing and amount of changes in fair value would
differ with the valuation methodology used. Any change in the fair value of these financial
assets and liabilities would directly affect income and equity.

Evaluation of Impairment of Non-Financial Assets

PFRS requires that an impairment review be performed when certain impairment indicators
are present. Determining the net recoverable value of property and equipment and other
non- financial assets require the estimation of cash flows expected to be generated from
the continued use arid ultimate disposition of such assets. While it is believed that the
assumptions used in the estimation of fair values reflected in the financial statements are
appropriate and reasonable, significant changes in these assumptions may materially affect
the assessment of recoverable values and any resulting impairment loss could have a
material adverse impact on the results of operations.

Estimation of Retirement Benefit Cost

The determination of the Group’s obligation and cost for pension and other retirement
benefits is dependent on management's selection of certain assumptions used by actuaries
in calculating such amounts.

The assumptions for pension costs and other retirement benefits are described in Note 25
of the September 30, 2009 Audited Financial Statement, and include among others, rates of
compensation increase. In accordance with PFRS, actual results that differ from actuarial
assumptions are accumulated and amortized over future periods and therefore, generally
affect the Group's recognized expense and recorded obligation in such future periods.
While management believes that the assumptions are reasonable and appropriate,
significant differences in actual experience or significant changes in management
assumptions may materially affect the Group’s pension and other retirement obligations.

Other key assumptions for pension obligations are based in part on current market
conditions.  Additional information is disclosed in Note 25 to consoclidated financial
statements as of September 30, 2009.

Deferred income Tax Assels

Significant judgment is required in determining provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax outcome of these matters is different
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from the amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such determination is made.

Contingencies

The Group is currently involved in legal and administrative proceedings. The Group's
estimate of the probable costs for the resolution of these claims has been developed in
consultation with outside counsel handling defense in these matters and is based upon an
analysis of potential results. The Group currently does not believe these proceedings will
have a material effect on its financial position and results of operations. It is possible,
however, that future results of operation could be materially affected by changes or in the
effectiveness of strategies relating to these proceedings.

Issuances, repurchases, and repayments of debt and equity securities
None.

Dividends paid separately for ordinary shares and other shares
Not applicable.

Segment revenue and segment results for business segments or geographical segments,
whichever is the enterprise’s primary basis of segment reporting,

The following table present revenue and income information for the second quarter ended
June 30, 2010 and 2008,

June 30, 2010

(Amount in thousands)

Sales of Real
Estate and Goif
Club and Resort Service and

Shares Rental Total
Revenue ‘ £135,906 - P85,108 R221,014
Cost of sales and services 67,359 53,923 121,282
Gross profit 68,547 31,185 99732
Realized gross profit — net 190 - 190

Realized gross profit R68,737 P31,185 B99,922




June 30, 2009

{(Amount in thousands) Sales of Real
Estate and Golf
Ciub and Resort Service and
Shares Rental Total
Revenue R275,255 290,368 R365623
Cost of sales and services 138,597 47 299 185,896
Gross profit 136,658 43,069 179,727
Realized gross profit — net (356) - (356)
Realized gross profit P136,302 243,069 R179,371

Material events subseguent 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.

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 coniingent liabilities.

Existence of material contingencies and any other events or transactions that are material to
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 obligatjons that is material to the
company, including any default or acceleration of an obligation.

The Company, in line with its objective of raising funds via capital build up and other fund
rasing exercises entered into an Omnibus Agreement and Bonds Issuance Facility
Agreement with a certain Lender;

Omnibus Agreement with LIM Asia Arbitrage:

On March 5, 2007 the Fil-Estate Urban Devetopment Corporation (borrower), a subsidiary
together with FEL! (guarantor) entered into an Omnibus Agreement (‘agreement’) with LIM
Asia Arbitrage Fund, inc. (LIM Asia, lender) for a US$10.5 million loan facility (to be
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registered with Bangko Sentral ng Pilipinas) and a US$2 million loan facility. The facility is
being extended for five (5) years from the signing date.

Under the agreement, the following are the conditions of the security for the drawdown
under the facility:

1. The guarantor, pursuant to the agreement shall execute a chattel mortgage over
100% of the total issued and outstanding shares of the capital stock of the
borrower to be registered with the Chattel Mortgage Registry and detivered to
the trustee (HSBC).

2. A signed and irrevocable proxy from the guarantor as the owner of the shares in
favor of the lender to be held by the trustee. The proxy shall be delivered by the
trustee to the lender upon the lender's notice to the trustee of there being an
event of default. The proxy must provide for full voting rights over the 100% of
the borrower's shares to be given to the lender.

3. Signed and undated irrevocable resignation notices of all borrower's directors to
be held by the trustee and delivered to the lender upon the lender’s notice to the
trustee of there being an event of default which remains unremedied after the
lapse of the applicable remedy period.

Each drawdown shall specify a project for which the fund shall be used.
Moreover, FEUDC, as the borrower, will not, unless the lender otherwise agrees in writing;

a. Merge or consolidate with any other entity or take any step with a view to
dissolution, liquidation or winding up;

b. Purchase or redeem any of its issued shares or reduce its share capital;

c. Declare or pay any dividends or make any other income distribution to its
stockholders;

d. Establish or acquire any subsidiary or affiliate;

e. Undertake any business activity other than transactions contemplated by the
Finance documents;

f. Change the nature of its business;

g. Grant any lean or advance, guarantee;

h. Incur any other indebtedness;

1.

Enter into any agreement or obligation which might mutually and adversely affect
its financial consolidation.

Drawdown Pursuant to the Omnibus Agreement

The RB100 miliion loan was coursed through loan line facility provided by Hong Kong and
Shanghai Bank Corporation (HSBC). The loan was obtained on May 25, 2007 and is due
for payment on November 25, 2008, with interest rate at 10% per annum for 18-month term
payable in four equal instaliments quarterly in advance from the date of drawdown with a
six month initial grace period. The loan is secured by a security deed and cash deposits
amounting to USD$2.5 million held under lien with HSBC Institutional Trust Services Asia
Limited Hong Kong placed by Lim Asia. The said loan was secured to fund Cathedral
Heights Townhouse Project (CHTP). The peso loan was reriewed for another 12 months
upon maturity and is due for payment in October 2009. In 2009, the maturity was further
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extended up to May 2010. On May 25 2010, the drawdown repayment date was extended
up to May 25, 2012.

The B130 million loan was obtained on August 3, 2007 and is due for payment 24 months
from date of drawdown_ with interest at 10% per annum payable in four equal instaliments,
quarterly in advance from the date of drawdown with a six month initial grace period. The
said loan was secured to fund Boracay villas project. The drawdown was made in US
dollars and is likewise payable in US Dollars (see Note 29 of AFS}.

On June 30, 2009, FEUDC obtained a P105 million loan and is due for payment 24 months
from date of drawdown, with interest at 9% per annum paid in four equal installments,
quarterly in advance from the date of drawdown with a six month initial grace period. The
said loan was secured to fund Camp John Hay Suites (CJHS) projects. The drawdown was
made in US dollars totaling $2,173,598 and is likewise payable in US dollars.

Drawdown security in favor of Lim Asia is as follows:

1. Real estate mortgage and security interest over townhouse units of the Project;
2. Assignment by way of security of all the rights, title, interest and benefits (but not the
obligations) of FEUDC in or arising from the foliowing:
a. Facility account of the drawdown,
b. Project documents (Assigned contracts);
¢. Insurance claims and proceeds;
d. Receivables due on previous sales of CHTP amounting to R37.1 million shall be
assigned to the secured account;

e. All receipts, sales revenue, receivables and all existing and future revenues
generated from saie of all other units which are not subject to encumbrance
constituted as core security under the Omnibus Agreement;

f. Al licenses, approvals, consents and contracts relating to the Project to the full
extent allowed under applicable laws and regulations.

Fixed Rate Convertible Bonds

On September 14, 2007, the Company (Issuer) entered into Bonds Issuance Faciiity
Agreement (facility agreement) with Lim Asia Arbitrage Fund, Inc. (LAAF original
bondholder), The Hongkong and Shanghai Banking Corporation Limited (trustee), Banco De
Oro-EPCI, Inc. ~Trust Banking Group (paying agent transfer agent or conversion agent) and
Lim Advisors Limited (arranger) wherin the Company intends to issue a five (5)-year and
one day fixed rate convertible bonds with a total face value of up to US$25million,
convertible to common shares of the capital stock of the issuer on terms and conditions
provided. As of June 30, 2010, the Company has fully issued the US$25million convertible
bonds.

Al material off-balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsgolidated entities or other
persons created during the reporting period.

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.
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FIL-ESTATE LAND, INC. AND SUBSIDIARIES

ANNEX A-1

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

{Amounts in Thousands)

Interim Audited
June 30 September 30
2010 2009
ASSETS
Current Assets
Cash and cash equivalents 81,028 192,968
Receivables - net 847,536 1,038,712
Rea! estate and golf club shares and
resort shares for sale - net 5,187,277 5,215,417
Due from related parties 700,468 867,559
Deferred charges and other assets 357,143 357,143
7,173,452 7,671,799
Noncurrent Assets
Receivables - net 231,731 231,731
Real estate and golf club shares and
resort shares for sale - net , 1,896,490 1,856,490
Due from other realty and development companies 804,103 524,948
Land held for future development 1,848,012 1,848,012
Investments in associates and joint ventures 1,851,230 1,851,234
Investment Properties-net 36,661 48,391
Property and equipment - net 614,989 619,071
Deferred tax assets 425,593 425,593
7,708,809 7,445,470
14,882,261 15,117,269
LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities
Loans payable 258,180 266,254
Accounts payable and other liabilities 1,094,933 1,307,480
Due to Related Parties 455,370 451,069
Deposit on Real Estate Sales 1,421,394 1,426,491
Liabilities arising from land acquisitions 187,996 187,996
3,417,873 3,639,290
Noncurrent Liabilities
Bonds payable 1,130,500 1,189,800
Loans payable 202,256 202,256
Due to other reaity and development companies 325,026 292,943
Deferred Tax Liabilities - 260,352 260,352
Other neoncurrent Habilities 69,942 659,942
1,988,076 2,015,293
Total Liabilities 5,405,949 5,654,583
EQUITY
Equity Attributable to Equity Holders of Parent Company
Capital stock 3,066,878 3,066,878
Additienal paid in capital 1,597,739 1,597,739
Revaluation reserve
Unrealized loss on available-for-sale investments (1,444) (1,4494)
Equity share in associate's revaluation reserve 696 696
Retained earnings
Appropriated for project development 3,680,000 3,680,000
Unappropriated 849,484 845,858
4,529,484 4,525,858
9,193,353 9,189,727
Minority Interest 282,959 272,959
9,476,312 9,462,686
14,882,261 15,117,269




FIL-ESTATE LAND, INC. AND SUBSIDIARIES

ANNEX A-2

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands)

For the third quarter ended June 30
{October to June)

For the three months ended June 30
{April to June)

2010 2009 2010 2009
REVENUES
Sale of real estate and golf club and resort shares P 135,906 P 275,256 34 12,766 P 59,965
Service and rental 85,108 90,368 35,233 30,887
Realized gross profit on sale of
real estate and golf club and resort shares - net 190 (356) 24 (669)
Equity in net earnings (losses) of subsidiaries, associates
and joint ventures (3,895) 540 (1,340) (567)
financial Income 91,369 50,812 31,032 16,818
Others 84,211 54,872 3,852 6,517
392,889 471,491 81,566 112,950
COST AND EXPENSES ‘ :
Cost of real estate and golf club and resort shares sold 67,359 138,593 11,012° 33,280
Cost of services - 53,923 47,299 19,187 - 15,456
General and administrative 167,506 241,636 51,744 59,594
Commissions 11,660 6,870 (701) 1,923
Financial Expense 72,677 48,687 23,983 16,188
Others 19,693 66,380 3,647 (1,578)
392,818 549,470 108,872 125,263
INCOME(LOSS) BEFORE INCOME TAX AND .
MINORITY INTEREST 71 (77,979) (27,306) {12,313)
INCOME TAX EXPENSE
Current 2,426 1,193 1,853~ 459
Deferred (213) (8} - -
2,213 1,185 1,853 459
INCOME (LOSS) BEFORE MINORITY INTEREST (2,143) (79,164) (29,159) (12,772}
MINORITY INTEREST 5,769 6,049 667 261
NET INCOME (LOSS) P 3,626 P (73,116) P (28,491) P (12,511)‘
Earnings Per Share P 0.0011 [ {(0.02183) # (0.00850) F (0.00373)
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ANNEX A-3

FIL-ESTATE LAND, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

{Amounts in Thousands)

“For the third quarter ended June 30 For the three months ended June 30

(October to June) (April to June)
2010 2009 2010 2009
NET INCOME FOR THE PERIOD P 3,626 P (73,116)
OTHER COMPREHENSIVE INCOME
Unrealized loss on available-for-sale investments : P - P -

Equity share in associate's revaluation reserve

TOTAL COMPREHENSIVE INCOME (LOSS) P 3,626 P(73,116) P - P -




FIL-ESTATE LAND, INC. AND SUBSIDIARIES

ANNEX A4

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Amounts in Thousands)

Subscribed Revaluation Equity Share
Common Stock Common Stock Additional Retained Reserve on in Associates
[P1 par value] Net of Subscription  Paid-in Capital Earnings Available-for-sale Revaluation Minority
Receivable Investments Reserve Interests TOTAL
For the 3rd Quarter Ended June 30, 2010
Balances as of September 30, 2009 P 2,800,000 P 266,878 P 1,597,739 P 4,525,858 P(1L444) P 696 282,959 9,472,686
Comprehensive Income
Net Income for the year 3,626 3,626
Dividends
Balances as of June 30, 2010 P 2,800,000 P 266,878 P 1,597,739 P 4,529,484 P(1,444) P 696 282,959 9,476,312
For the 3rd Quarter Ended June 30, 2009
Balances as of Septernber 30, 2008 P 2,800,000 P 266,878 P 1,597,739 P 4,659,812 P (5,258) P 696 292,082 9,611,949
Comprehensive Income
Net Income for the year (73,116) {73,116)
Dividends
Balances as of June 30, 2009 P 2,800,000 P 266,878 P 1,597,739 P 4,586,696 P (5,258) P 696 292,082 9,538,834




FIL-ESTATE LAND, INC. AND SUBSIDIARIES

ANNEX A-5

CONSOLIDATED STATEMENTS OF CASH FLOWS
{Amounts in Thousands)

For the period June 30

2010 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax and minority interest 71 ( 77,979
Adjustments for:
Interest expense (44,653) 48,687
Interest income {(44,727) 50,102
Amaortization of deferred interest - Receivables {46,610) -
Amaortization of deferred interest - Payables 28,025 -
Equity in net losses of associates

and joint ventures (3,895) 540
NET CASH PROVIDED BY OPERATING ACTIVITIES (111,790) 21,349
CASH FLOWS USED IN FINANCING & INVESTING ACTIVITIES {150) (221,750)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT (111,940) (200,402)
CASH AND CASH EQUIVALENT AT BEGINNING OF PERIOD 192,968 328,920
CASH AND CASH EQUIVALENT AT END OF PERIOD 81,028 128,519
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ANNEX B
FIL-ESTATE LAND, INC. & SUBSIDIARIES
AGING OF RECEIVABLES '.
AS OF THIRD QUARTER ENDED JUNE 30, 2010
Currently
TOTAL Maturing Not Yet Due
ICR 808,224,566 297,433,788 510,790,778
Less: Unrealized gross profit on sales of
real estate, golf club and resort shares 33,142,860
Net ICR 775,081,706
Receivables from:
Contractors and Suppliers 227,124,267
Officers and Employees 60,442,863
Landowners and others 262,171,660
549,738,791
Total receivables 1,324,820,497
Less: Allowance for doubtful accounts 245,553,819

Descriptions

installment contract receivables

*

Nature/Description

derived from the installment sale of real estate properties and golf club shares held as inventory for sale

* Collection Period .
ranges from 5 to 15 years depending on terms of sales

1,079,266,678




