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NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

Notice is hereby given that the Special Stockholders’ Meeting of GLOBAL-ESTATE
RESORTS, INC. will be held on November 8, 2011 at 9:00 a.m. at the Grand Ballroom,
Eastwood Richmonde Hotel, Orchard Road, Eastwood City, Bagumbayan, Quezon
City. ‘

The Agenda for the meeting shall be as follows:
1. Call to Order

Proof of Notice and Determination of Quorum

3. Approval of the Increase in Authorized Capital Stock from P10 Billion to
P20 Billion

Approval of Executive Stock Option Plan
5. Adjournment

Stockholders of record as of October 7, 2011 shall be entitied to notice

and vote at the meeting.

ATTY. DOMINIC V. ISBERTO
Corporate Secretary
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-1S |
INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE
SEC-CFD

o6 A
SEP 2.8 2011 >
U- A ———ee _}_.".

TIME:

Check the appropriate box:

[ 1 Preliminary information Statement &Y.
[ 1 Amended Information Statement : .
[x] Definitive Information Statement

Name of Registrant as specified in its charter GLOBAL-ESTATE RESORTS, INC.

Metro Manila, Philippines , .
Province, country or other jurisdiction of incorporation or organization

SEC tdentification Number AS094-4462

BIR Tax Identification Code 430-000-426-523

7" Floor, RenaissanceTowers, Meralco Avenue, Pasiq City 1600
Address of principal office Postal Code

Registrant's telephone number, including area code (632) 634-0634

November 8, 2011 Grand Baliroom; Eastwood Richr‘nb‘nde Hotel, Orchard Road,

Eastwood City, Bagumbayan, Quezon City o
Date, time and place of the meeting of security holders

October 13, 2011 , ‘
Approximate date on which the Information Statement is first to be sent or given to security holders

Securities registered pursuant to Sections 8 and 1'2‘olf ‘@he-C}}oqe or Sections 4 and 8 of the RSA (information on
numiber of shares and amount of debt is applicable only to corporate registrants):

Title of Each Class “Numbér of Shares of Comrhon Stock

‘Outstanding or Amount-6f Debt Qutstanding

Common shares 8,356.000,000*
“Reported by the stock transferagent-as of 31 August 20147

Are any or all of registrant's securities listed on a Stock Exchange?

Yes X 'No

The Registrant’s common shares are listed on the Philippine Stock Exchange.

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO

SEND US A PROXY
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PART 1 ' _ ]

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Item 1. " Date, time and place of meeting of security holders.

(a) Date - 8 November 2011
Time - g:00 A. M. ,
Place - Grand Ballroom, Eastwood Richmonde Hotel, Orchard Road,

Eastwood City, Bagumbayan, Quezon City

Principal Office- 7™ Floor, RenaissanceTowers
Meralco Avenue, Pasig City

(by Approximate date
IS first to be sent- on or around October 13, 2011

Item 2. Dissenters' Right of Appraisal
The appraisal right is available in the following instances stated in the Corporation Code, to wit:

(1) any amendment to the Articles of Incorporation which has the effect of changing or
restricting the rights of any stockhoider or class of shares, or authorizing preferences
in any respect superior to those of outstanding shares of any class, or of extending
or shortening the term of corporate existence. (Sec. 81);

(2) any sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially alt of the corporate property and assets {Sec. 81);

(3) any merger or consolidation of the Corporation with or into another entity (Sec. 81);
and ' '

(4) any investment of corporate funds in any other corporation or business or for any
purpose other than the primary purpose for which the Corporation was organized
(Sec. 42).

The procedure for the exercise by a dissenting stockholder of his appraisal right shall be in
accordance with Sections 81 to 86 of the Corporation Code, to wit:

(1) A stockholder voted against a proposed action of the Corporation.
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(2) The dissenting stockholder shall make a written demand on the Corporation within thirty
(30) days after the date on which the vote was taken for payment of the fair value of his
shares. The failure of the stockholder to make the demand within the thirty (30)-day period
shall be deemed a waiver of his appraisal right;

(3) If the proposed corporate action is implemented, the Corporation shall pay to such
stockholder member, upon surrender of the corresponding  certificates of stock
representing his shares, the fair market value thereof on the day prior to the date on which
the vote was taken,

(4) If the dissenting stockhoider and the Company cannot agree on the fair value of the shares
within sixty (60) days from the date of stockholders’ approval of the corporate action, then
the determination of the fair value of the shares shall be determined by three (3)
disinterested persons, one (1) of whom shall be named by the dissenting stockholder, one
(1) by the Company and a third to be named by the two already chosen. The findings of
the majority of the appraisers shall be final and their award shall be paid by the Company
within thirty (30) days after such award.

(5) Upon payment of the agreed or awarded price, the stockholder shall transfer his shares to
the Corporation.

However, the present meeting is being called in order to approve the following matters, namely:

1. approval of increase in authorized capital stock from P10 billion to P20 billion; and
2. approval of executive stock option plan

Therefore, the matters to be taken up during the meeting do not call for the availability and the
exercise of the shareholder's appraisal right.

Item 3. Interest of Certain Persons In or Opposition to Matters to be Acted Upon

None of the directors, officers; nominee for director or associate of any of the foregoing, have any
substantia! interest, direct or indirect, by security ‘holdings' or otherwise; which will be acted upon
during the meeting.

-~ None of the directors of the Corporation has informed the Corporation that he intends to oppose any

- “action to be taken by the Corporation at the stockholders' meeting.

| B. CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders

(a) As resolved by the Board of Directors, stockholders of record of the Corporation as of 07
October 2011 shall be entitled to vote during the meeting on 8 November 2011. The outstanding
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capital stock of the Corporation as of 31 August 2011 is 8,356,000,000 common shares, each with
par value of £1.00. '

Under Article V, Section 6 of the By-
of the Corporation, every stockholder e
stock standing in his name in the boo

declared delinquent.

However, in case of el
provides that each stockholder entitled to vot
he owns entitles him for as many persons as
the number of his shares shall equal, or he m
many candidates as he may see fit, provided, t
exceed the number of shares owned by him mu
elected. For purposes of this special meeting of the stockholders, ele

included in the business to be taken up in the meeting.

In which case, for approval of t

Laws of the Cdrporation, at every meeting of the stockholders
ntitled to vote shali be entitled to one vote for each share of
ks of the Corporation; provided the shares have not been

ection of directors, Article V, Section 7 of the By-Laws of the Corporation
e may cast the vote to which the number of shares
the number of directors to be elected, multiplied by
ay distribute them on the same principle among as
hat the whole number of votes cast by him shall not
ltiplied by the whole number of directors to be
ction of Directors is not

he transactions inciuded in the business to -be taken up in the

meeting, every stockholder entitled to vote shall be entitled to one vote for each share of stock

standing in his name in the boo
delinquent.

ks of the Corporation; provided the shares have not been declared

Security Ownership of Certain Record and Beneficial Owners of at least 5% of the Company’s

Securities as of 31 August 2011

Type of | Name, address of Name of Beneficial Citizenship | No. of Shares Percent
Class record owner and | Owner and Relationship Held ("R"or"B") | (Based in
relationship with with Record Owner total
issuer shares)
Common Alliance Global Alliance Global is both
shares Group, Inc. record and beneficial Filipino 5,000,000,000 R 61.69%
7/F 1880 Eastwood owner. Mr. Andrew L. 155,000,000 B
Avenue, Eastwood | Tan is usually designated
~ City Cyber Park, as its representative,
188 E. Rodriguez with authority to volte its”
Jr., Quezon City shares at meetings of -
stockholders.
Common | Fil-Estate Fil-Estate Management, Filipino 1,469,260,829 17.58% -
shares Management, Inc. Inc. is both record and R
6/F Renaissance beneficial owner. Robert
Tower, Meralco John L. Sobrepefia is
Avenue, Pasig City | usually designated as its
authorized representative
with authority to vote its
shares at meetings of
stockholders
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Common | PCD Nominee Various shargholders Filipino 1,168,602,530 13.99%
shares | Corporation {Direct) R
{Filipino)
37/F Tower 1,
Enterprise Center.
Avyala Avenue
corner Paseoc de
Roxas, Makati City
Common | PCD Nominee )
shares Corporation (Non- Various shareholders Foreign 425,073,006 5.09%
Filipino) {Direct} R
37/F  Tower 1,
Enterprise Center.
Ayala Avenue
comer Paseoc de
Roxas, Makati City

Other than the abovementioned, the Company has no knowledge of any person who, as of 31 August
2011, was directly or indirectly the beneficial owner of, or who has vating power or investment power
(pursuant to a voting trust or other similar agreement) with respect to shares comprising more than

5% of the outstanding capital stock Qf the Company.

Security Ownership of Management as of 31 August 2011

Type of Name and Address of Beneficial | Amount and nature of Citizenship | Percent of Class
Class Owner Beneficial Ownership
(nRtAiyoru‘Bi-‘)
"Commoen Andrew L. Tan _ 1B Filipino 0.00%
28/F The World Centre 5,155,000,000 ** B 61.69%
330 Sen. Gil Puyat Avenue, Makati : ‘
. City . .
-Common Robert John L. Sobrepefia 1,617,485 R Filipino 0.02%
T 7/F-Renaissance Tower. .
Meraleo Avenue, Pasig City .. ] o )
| Common Ferdinand 7. Santos 30,009R Filipino 0.00%
7/F Renaissance Tower
Meralco Avenue, Pasig City ‘
Common Wilbur L. Chan 2,611,826 R Filipino 0.03%
7/F Renaissance Tower
Meralco Avenue, Pasig City
Common Cresencio P. Aquino 1"B Filipinc 0.00%
28/F World Finance Center
‘ Gil Puyat Avenue, Makati City
1 Commeon Garry V. De Guzman 1*B Filipino 0.00%
28/F World Finance Center
Gil Puyat Avenue, Makati City
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Common Roberto 5. Roco 266,448 R Filipino 0.00%
7/F Renaissance Tower
‘ Meralico Avenue, Pasig City ‘
Commaon Atty. Dominic V. Isberto 0 Filipino 0.00%
28/F World Finance Center
. Gil Puyat Avenue, Makati City
Common Rolando D. Siatela 0 Fillpino 0.00%
28/F World Finance Center
Gil Puyat Avenue, Makati Gity
Commaon Lourdes G. Clemente "B Filipino 0.00%
28/F World Finance Center
Gil Puyat Avenue, Makati City
Common Robert Edwin C. Lim "B Filipino 0.00%
28/F World Finance Center
Gil Puyat Avenue, Makati City

Common Gerardo C. Garcia 1*R Filipino 0.00%
28/F World Finance Center 34,998 B
Gil Puyat Avenue, Makati City
Aggregate for above named 5,159,560,773 62.04%

directors and officers

*Eaoh of these directors is the registered owner of at least one (1) qualifying share.

“*Represents shares held by Alliance Global Group, Inc.. Mr. Andrew Tan is usually designated as its representative with
authority to vote its shares at its meeting of stockholders.

(3) Changes in Control since the Last Fiscal Year

On 22 December 2010, the Company signed a Subscription Agreement with Alliance Globa! Group,
Inc. (Alliance Global) paving the way for Alliance Global to subscribe to 5 billion common shares of
the Company at a subscription price of One Peso (P1.00) per share for a total subscription price of PS5
billion, Philippine currency, to be issued out of an increase in the capital stock of the Company from
P5 billion to P10 bilion. On 20 January 2011, said increase was approved by the Securities and
Exchange Commission.

On June 30, 2011, the stockholders of the Company representing more than 2/3 of the outstanding

~capital stock of the Company ratified the P5 billion subscription of Alliance Global which subscription
represents sixty percent (60%) of the outstanding capital stock of the Company.

Item 8. Cqmpensation Plan |

Approval of Executive Stock Option Plan

On 23 September 2011, the Board of Directors of the Company approved an Executive Stock Option
Plan (the “Plan") for its key senior executives which include directors who perform work related to the
operations of the Company. The Plan will be submitted for the approval of the stockholders during the
meeting.

(1)  Title and amount of securities underlying such options, warrants or rights

Under the Plan, the Company shall initially reserve for exercise of executive stock options to be
granted from time to time, up to 500,000,000 common shares, representing approximately five
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percent (5%) of the Company's current authorized capital stock, to be issued, in whole or in part, out
of the authorized but unissued shares.

(2)  Prices, expiration dates and other material condition that may be exercised

Under the Plan, executive stock options may be granted within ten (10) years from the adoption of
the Plan. The Plan shall be deemed adopted upon its approval by shareholders of the Company
owning at least two-thirds (2/3) of outstanding capital stock, excluding treasury shares.

Executive stock options may be exercised within seven (7) years from date of grant (“Option Life
Cycle”). The exercise price shall be at a 15% discount from the volume weighted average closing
price of the Company's shares for twelve (12) months immediately preceding the date of grant. The
options shall vest within three (3) years from date of grant and the holder of an option may exercise
only a third of the option at the end of each year of the three (3) year period The overall limit on the
number of shares which may be issued over a 12-month period must not exceed 20% of
500,000,000 shares.

The Plan shall be administered by the Executive Compensation Committee (hereinafter called the
“Committee”) of the Board, which is currently composed of the following: Gerardo C. Garcia,
independent Director, as Chairman of the Committee, and Andrew L. Tan and Garry V. de Guzman,
as members. The Plan shall be administered by the Committee, who shall determine the eligible
participants of the Plan for a particular calendar year, the number of shares to be covered by each
option so granted, the formula to be used in determining the number of shares, the vesting
percentage and vesting schedule of the options, and other relevant matters, taking into consideration’
the grantees’ responsibilities, nature and value of their services and accomplishments, and their
present and potential contribution to the success of the Company. The Committee shall have the
power to issue and amend rules and regulations to implement the Plan, adopt resolutions and orders
not inconsistent with the Plan, interpret the provisions of the Plan, and execute agreements and do
_and undertake all acts and things that the Committee may deem appropriate for the proper
implementation of the Plan.

(3)  Consideration received or to be received by registrant/subsidiary

The Company shall receive cash consideration for the executive stock options, the amount of which
depends on the exercise price, which shall be at a 15% discount from the volume weighted average
closing price of the Company's shares for twelve (12) months immediately preceding the date of
grant.

(4)  Market value of such securities as of the latest practicable date

The market value of the 500,000,000 common shares that may be subject to the Plan is
P1.150,000,000.00 based on the closing price of P2.30/share as of 21 September 2011,

Page | 8



C. AUTHORIZATION OR ISSUANCE OF SECURITIES OTHER THAN FOR EXCHANGE

Executive Stock Options

(a) A listing of persons in whose favor the grant or issuance of options is to be made indicating the
number of shares to be given to each or the formula to be used in determining the number of shares,
and the cost per share to the recipients;

Options to subscribe for common shares of the Company (the “Options”) may be granted pursuant to
the Plan to individuals who are key senior executives of the Company, which include directors who
perform work related to the operations of the Company (each, an “Eligible Participant”).

_ The Eligible Participants in whose favor the grant or issuance of the Options is to be made under the

Plan and the number of options to be given to each grantee cannot be ascertained as of this time
since the actual grantees will be determined by the Committee at the appropriate time. The Plan
shall be administered by the Committee, who shall determine the Eligible Participants of the Plan to
whom Options may be granted for a particular calendar year, the number of shares to be covered by
each Option so granted, the formuia to be used in determining the number of shares, the vesting
percentage and vesting schedule of the Options, and other relevant matters, taking into
consideration the grantees’ responsibilities, nature and value of their services and accomplishments,
and their present and potential contribution to the success of the Company.

The exercise price at which the shares subject of an Option shall be purchased under the Pian shall
be determined by the Committee and shail be at a 15% discount from the volume weighted average
closing price of the Company's shares for twelve (12) months immediately preceding the date of
grant.

(b) Reasons for the grant or issuance.

The purpose of the Plan is to enable the key senior executives of the Company including directors
who perform work related to the operations of the Company, who are largely responsible for its
further growth and development, 1o obtain an ownership interest in the Company, thereby
encouraging long-term commitment to the Company and motivating them to devote their best efforts
in contributing to the development and financial success of the Company”.

(c) Detailed statement as to the plan or scheme by which said options shall be exercised.

" If the Committee determines to grant an Option to an Eligible Participant, an offer shall be forwarded

by the Committee by means of an option ‘offer letter under the terms and conditions set forth in the
Plan and such other terms and conditions as the Committee may determine from time to time. The
offer shall be open for acceptance by an Eligible Participant by payment of Ten Pesos (P10.00)
within thirty (30) days from receipt of the option offer letter or such shorter period as may be
specified in the relevant option offer letter.
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An Option Holder may exercise in whole or in part his vested Option provided, that, an Option
exercisable but not actually exercised within a given year shall accrue and may be exercised at any
time thereafter but prior to the expiration of said Option’s Life Cycle.

. An Option shall be exercised in whole or in part by the Option Holder (or his heirs or legal
representative) by giving notice in writing to the Committee specifying the number of Shares to be
purchased and accompanied by payment in cash of the full amount of the exercise price. The
Company does not provide or arrange for loans 1o enable Option Holders to exercise their Options.

Within thirty (30) days from receipt of the full amount of the exercise price, the Company shall issue
and atlot the shares subscribed for and as soon as reasonably practicable thereafter, shall issue the
certificate of stock evidencing the corresponding number of fully paid and issued shares to the
Option Holder.

increase in Authorized Capital Stock

The Company currently has an authorized capital stock of P10 billion common shares with a par
value of P1.00 each. At the meeting, GERI! will secure stockholders’ approval with respect to the
following matters:

a  Increase in its authorized capital stock from P10 Billion to P20 Billion, thereby amending
Article Seventh of its Amended Articles of incorporation as follows:

“SEVENTH: That the capital stock of said Corporations TWENTY
BILLION PESOS (P20,000,000,000.00) Philippine Currency, and said
capital stock is divided info TWENTY BILLION shares of par value of
ONE PESOQ (P1.00) each. -

There shall be no pre-emptive right on the part of any stockholder
to subscribe to any and all issues or other disposition of shares from
the Corporation.”

Article V. Section 6 of the Company's By-Laws provide that each share of stock entitles the
person in whose name it is registered in the books of the Company to one vote, provided the shares
have not heen declared delinquent.

Article Vill, Section 2 of the Company’s By-Laws also provide that twenty-five percent (25%)
of the net profits after tax of the Company shall be made for distribution as dividends to stockholders,
subject to the discretion of the Board of Directors to reduce said amount when, in its judgment, said
action may be deemed necessary and/or convenient for the business of the Company or to meet
contingencies that might arise in the course of its business.

However, the Seventh Article of the Company’s Articles of Incorporation provides that there

shall be no pre-emptive right on the part of any stockholders to subscribe to any and all issues or
other disposition of shares from the Company.
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Other than the rights above-described, there are no other material rights of common
stockholders.

Likewise, there are no provisions in the Charter or By-Laws of the Company that would delay,
defer or prevent a change in control of the Company.

(1) Nature and approximate amount of consideration received or to be received by the registrant;
The consideration to be received by the Company for the increase in capital stock shall be in
cash. The amount to be paid for purposes of securing the approval of the Securities and
Exchange Commission (SEC) for the said increase shall initially be the minimum amount of
subscription and paid-up capital for the P10Billion planned increase.

(2) Approximate amount devoted to each purpose for which the net proceeds have been or are 1o
be used.

The consideration to be received by the Company in the planned increase shall be utilized to
fund financial requirements for development projects of the Company in the pipeline in 2011
and in the future.

(3) If the securities are to be issued other than in a public offering for cash, state reasons for the
proposed authorization or issuance and the general effect upon the rights of existing security
holders.

The securities to be issued from the planned increase in authorized capital stock shall be
issued by way of private placement. The securities once issued shall have a dilutive effect on
the rights of existing shareholders due to deniai of pre-emptive rights under the Company's
Articles of Incorporation.

C. OTHER MATTERS

ltem 17. Amendment of Charter,\By—L.aws or Other Documents

The proposed increase in the authorized capital stock of Company, as discussed above, from
P10 Billion-to P20 Billion divided.into Twenty Billion cammon. shares with a par value of P1.00 per
share- will -result-in an -amendment of the.Seventh Articie of the Company’s Amended Articles of
- Incorporation.
Item 18. Other Proposed Action
The stockholders will be asked to approve the:

(iy Amendment in the Articles of Incorporation increasing the authorized capital stock from P10
billion to P20 billion; and

(i) Approval of the Executive Stock Option Plan
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Item 19. Voting Procedures

(a)  Approval of Amendment of Articles of Incorporation to increase the authorized ca,foital

stock from P10 billion to P20 billion ' :

|
1. Vote required: Two-thirds (2/3) of the outstanding common shares

2. Method by which votes shall be counted: Each outstandihg common share shall be
entitied to one (1) vote. i

(b)  Approval of the Executive Stock Option Plan
1. Vote required: Two-thirds (2/3) of the outstanding common shares

2. Method by which votes shall be counted:  Each outstanding common share shall be
entitled to one (1) vote.

All above matters for voting shall be by viva voce and voting by baliot shall be dispensed with upon
assent of two-thirds (2/3) of the outstanding shares. However, should there be a voting by ballot, a
Committee shall be created to supervise the same in the presence of an external auditor.

SIGNATURES
After reasonable inquiry and to the best of my knowledge and belief, | certify that the information set forth

in this report is true, complete and correct. This report is signed in the City of Pasig on 28th of
‘September 2011.

GLOBAL-ESTATE RESORTS, INC.

"Ly L

~ Robertd S.Roco - -
SVP and Chief Finance Officer.
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item 8. Financial and Other Information

Audited Financial Statements

The interim consolidated financial statements as of June 30, 2011 are attached hereto.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosures

The accounting policies adopted are consistent with those of the previous financial year except for the
adoption of the following Philippine Interpretations of International Financial Reporting Interpretations
Committee (IFRIC) which became effective on January 1, 2008, and amendments to existing
standards that become effective in 2008 as stated.

Impact of New Amendments and Interpretations to Existing Standards
(a} Effective in 2008

The following are effects of the new interpretation and amended standards which are mandatory in
2008. ‘

e Philippine interpretation IFRIC 11, PFRS 2, Group and Treasury Share Transactions — This
Philippine Interpretation took effect March 1, 2007 and requires arrangements whereby an
employee is granted rights to an entity’s equity instruments to be accounted for as an equity-
settied 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 shareholder{s) 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 their employees receive rights
to the equity instruments of the parent.

Adoption of this amendment to Philippine Interpretation did not have any impact on the
group's financial statements since the Group has no group and treasury share transactions.

» Philippine interpretation IFRIC 14, Philippine Accounting Standards (PAS) 19, The Limiton a
Defined Benefit Asset, Minimum Funding Requirement and their Interaction — This Philippine
Interpretation provides guidance on how fo assess the limit on the amount of surplus in a
defined benefit plan that can be recognized as an asset under PAS 19, Employee Benefits.

Adoption of this amendment to Philippine Interpretation did not have any impact on the
Group’s financial statements since, even though the Group provides for post-employment
benefits, it does not maintain fund assets to cover these provisions. The Group will apply this
amendment prospectively when it becomes applicable.

+ Philippine Interpretation IFRIC -12, Service .Concession Arrangements -This Philippine

Interpretation covers contractual arrangements - arising  from - public-to-private service

. concession- arrangements if control of the assets remains-in-public: hands- but the .private.

operator is responsible for construction activities as well as for operating and maintaining the
public sector infrastructure.

Adoption of this Philippine Interpretation did not have an impact on the Group's financial
statements since the Group does not involve in the provision of public sector infrastructure
assets and services. The Group will apply this amendment prospectively when it becomes
applicable and relevant to its operation.

» Philippine Interpretation IFRIC 13, Customer Loyalty Programmes (effective for annual periods
beginning on or after 1 July 2008) — This Philippine Interpretation requires customer loyalty
award credits to be accounted for as a separate component of the sales transaction in which
they are granted and therefore part of the fair value of the consideration received is allocated
to the award credits and realized in income over the period that the award credits are
redeemed or has expired.
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Adoption of this Philippine Interpretation did not have an impact on the Group's financial
statements since the Group does not provide their customer incentives to buy goods or
services by providing awards as a part of sale transaction.

Philippine Interpretation IFRIC 18, Hedges of a Net Investment in a Foreign Operation
(effective from October 1, 2008). This interpretation provides guidance on identifying foreign
currency risks that qualify for hedge accounting in the hedge of net investment, where within
the group the hedging instrument can be held in the hedge of a net investment, and how an
entity should determine the amount of foreign currency gain or losses, relating to both the net
investment and the hedging instrument, to be recycled on disposal of the net investment.

Adoption of this Philippine Interpretation did not have an impact on the Group's financial
statements since the Group does not have any foreign operations.

(b} Effective in 2009

The following new standards, effective for annual periods beginning on or after January 1, 2009, have
been adopted:

Amendment of PAS 1 (Revised 2007): Presentation of Financial Statements). The
amendment requires -an entity to present all items of income and expense recognized in the
period in a single Statement of Comprehensive Income or in two statements: a separate
income Statement and a Statement of Comprehensive Income. The Statement of
Comprehensive Income shall disclose income and expense recognized in profit and loss in the
same way as the current version of PAS 1. The Statement of Comprehensive income shall
disclose profit or loss for the period, pius each component of income and expense recognized
outside of profit and loss classified by nature (e.g., gains or losses on available-for-sale assets
or translation differences related to foreign operations). Changes in equity arising from
transactions with owners are exciuded from the Statement of Comprehensive Income (e.g.,
dividends and capital increase). An entity would also be required to include in its set of
financial statements a statement showing its financial position (or balance sheet) at the
beginning of the previous period when the entity retrospectively applies an accounting policy
or makes a retrospective restatement. The Group applied the presentation requirement of this
standard as at reporting date and had no significant impact on the financial statements.

PAS 23 (Revised 2007), Borrowing Costs (effective from January 1, 2009). Under the revised
PAS 23, all borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset shall be capitalized as part of the cost of that asset. The option
of immediately expensing borrowing costs that qualify for asset recognition has been
removed. A qualifying asset is an asset that necessarily takes a substantial period of time to

get ready for its intended use or sale.

The Group-has initially determinedthat adoption-of this- rew-standard-will not.have significant
effects: on- the-financial-statements-for 2010; as well-as- for: prior-and: future. periods, as the.
Group's current accounting policy is to capitalize all interest directly related to qualifying
assets. The transitional provision provide for a prospective application of change.

Amendments to PAS 32, Financial Instruments: Presentation and PAS 1, Presentation of
Financial Statements — Puttable Financial Instruments and Obligations Arising on Liquidation
— These Amendments specify, among others, that puttable financial instruments will be
classified as equity if they have all of the following specified features: (a) the instrument
entitles the holder to required the entity to repurchase or redeem the instrument (either on an
ongoing basis or on fiquidation) for a pro rata share of the entity's net assets; (b) the
instrument is in the most subordinate class of instruments, with no priority over other claims to
the assets of the entity on liquidation; (c) all instruments in the subordinate class have
identical features; (d) the instrument does not include any contractual obligation to pay cash or
financiat assets other than the holder's right to a pro rata share of the entity's net assets; and
(e) the total expected cash flows attributable to the instrument over its life are based
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substantially on the profit or loss, a change in recognized net assets, or a change in the fair
value of the recognized and unrecognized net assets of the entity over the fife of the
instrument.

Amendment to PFRS 4, First-time Adoption of Philippine Financial Reporting Standards —
Cost of an Investrment in a Subsidiary, Jointly Controlled Equity or Associate — The amended
PFRS 1 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 statements) 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 c) previous casrying amount (as determined under generally
accepted accounting principles) of the investment at the date of transition to PFRS.

Amendment to PFRS 2, Share-based Payment — Vesting Condition and Cancellations — The
Standard has been revised to clarify the definition of a vesting condition as a condition that
includes an explicit or implicit requirement to provide services. 1t 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 a cancellation. However, a faiiure to satisfy a non-vesting condition that is beyond the
control of either party does not give rise to a canceliation.

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

The Group initially determined that early adoption of this amendment will not have any effect
on its 2010 financial statements.

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 measurement 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
sighificant transfers.between levels:in:the fair value.hierarchy... -

PFRS 8, Operating Segments — PFRS 8 will replace PAS 14, Segment Reporting, and adopts
a full management approach to identifying, measuring and disclosing the results of an entity's
operating segments. PFRS 8 is required for adoption only by entities whose debt or equity
instruments are publicly traded, or are in the process of filing with the Securities and
Exchange Commission (SEC) for the purpose of issuing any class of instruments in a public
market.

Amendments to PAS 27, Consolidated and Separate Financial Statements — Cost of an
investment in a Subsidiary, Jointly Controlied Entity or Associate - When an entity prepares
separate financial statements and accounts for investments in subsidiaries, jointly controlled
entities and associates in accordance with PAS 39 (rather than at cost), such investments will
continue to be measured using PAS 39 even if classified as held for sale in accordance with
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PFRS &. investment measured at cost will continue to be re-measured in accordance with
PFRS 5 when classified as heid for sale,

Amendment to PAS 39, Financial instruments: Recognition and Measurement — Eligible
Hedged items. Amendment to PAS 39 will be effective on July 1, 2009, which addresses only
the designation of a one-sided risk in 2 hedged item, and the designation of inflation as a
hedged risk or portion in particular situations. The amendment clarifies that an entity is
permitted to designate a portion of the fair value changes or cash flow variability of a financial
instrument as a hedged item.

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

This Interpretation covers accounting for all non-reciprocal distribution of non-cash assets
to owners. It provides guidance on when to recognize a liability, how to measure it and the
associated assets, and when to derecognize the asset and liability and the consequences
of doing s0.

Philippine IFRIC 18, Transfer of Assets from Customers. This Interpretation applies to the
accounting for transfers of items of property, plant and equipment by entities that receive
such transfers from their customers. It 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.

(c) Effective in 2010

Amendment to PFRS 2, Share-based Payment. Group Cash-settled Share-based Payment
Transactions, (effective for financial years beginning on or after January 1, 2010} clarifies the
scope and the accounting for the Company cash-settled share based payment transactions.

The Group initially determined that adoption of this amendment will not have any effect on its
2010 financial statements as the Group is not involved in any similar transactions.

Philippine Interpretation IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments
(effective on or after July 1, 2010), addresses accounting by an entity when the terms of a
financial liability are renegotiated and result in the entity issuing equity instruments to a
creditor to extinguish all or part of the financial liability {debt for equity exchanges or swaps).

The Group believes that if its financial liability (convertible bond) was extinguished as at
reporting date, it would affect the Group's statements of income by realizing a loss equivalent
to P489,608,000 computed as the difference of the fair value of P1,5687,008,000 less fair value
of financial liability amounting to P1,097,400,000. Due to the events after reporting date, the
Group foresees that it would be liquid enough to pay out its-financial liability when it falls due.

Future Change$ in- Accounting: Policies - -

The Group will adopt the amendments to the existing accounting standards and Philippine
Interpretations enumerated below when become effective.

(a) Effective in 2011

Philippine Interpretation IFRIC 14, Prepayment of Minimum Funding Requirement, addresses
the unintended consequences that can arise from pervious requirement when an entity
prepays future contributions into define benefit pension plan. it sets outs guidance on when
an entity recognizes an asset in relation to a PAS 19 surplus for define benefit plans that are
subject to minimum funding requirement.
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PAS 10, Events after the Balance Sheet Date, clarifies dividends declared after the end of
reporting periods are not obligations.

PAS 16, Property, Plant and Equipment. The amendment replaces the term ‘net selling price’
with fair value less costs to sell’, to be consistent with PFRS § and PAS 38, Impairment of
Assets. tems 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 anhd
they are held for sale. Proceeds of such sales are subsequently shown as revenue. Cash
payments on initial recognition of such items, the cash receipts from rents and subsequent
sales are all shown as cash flows from operating activities.

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

PAS 19, Employee Benefifs. The Amendment revises the definition of ‘past service cost to
include reductions in benefits related to past services (‘negative past service cost) and to
exclude reductions in benefits related to future services that arise from plan amendments.
Amendments to plans that result in a reduction in benefits related to future services are
accounted for as curtailments.

It also revises the definition of return on plan assets' to exclude plan administration costs if
they have aiready been included in the actuarial assumptions used to measure the defined
benefit obligation.

It also revised the definition of ‘short term’ and ‘other long term’ employee benefits to focus on
the point in time at which the liability is due to be settled and it deletes the reference to the
recognition of contingent liabilities to ensure consistency with PAS 37, Provisions, Contingent
Liabilities and Contingent 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 wili 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.

PAS 23, Borrowing Costs. This Amendment revises the definition of borrowing costs to
consolidate the types of items that are considered components of ‘borrowing costs’, e
components of the interest expense calculated using the effective interest rate method.

PAS 28, Investment in Associates. If an associate is accounted for at fair value in accordance
with PAS 39, only the requirement of PAS 28 1o 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 loan applies.

An investment in an assogciate is a single asset for the purpose-of conducting the ifnpairment
test. Therefore, any impairment testis not-separately -aliocated to the goodwill included in. the
investment balance.

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 subsequent classified as held for sale.

~ PAS 29, Financial Reporting in .Hyperinflationary Economies. This Amendment revises the
reference to the exception that assets and liabilities should be measured at historical cost,
such that it notes property, plant and equipment as being an example, rather than implying
that it is a definitive list.

PAS 31, Interests in Joint Ventures. If a joint venture is accounted for at fair value in
accordance with PAS 39, only the requirements of PAS 31 to disclose the commitments of the
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{b) Effective in 2012

Philippine Interpretation IFRIC 15, Agreemnents for the Construction of Real Estate

This Philippine Interpretation covers accounting for revenue and associated expenses by
entities that undertake the construction of real estate directly or through subcontractors. This
Philippine Interpretation requires that revenue on construction of real estate be recognized
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 reward of ownership are
transferred to the buyer on a continuous basis will also be accounted for based on stage of
completion.

After assessing the effect of this amendment, the group expects that this will not have a
significant effect on the Group’s financial statements since it has been the Group's policy to
recognize income based on the stage of completion method accounted under PAS 11. The
Group believes that this amendment will not require any retrospective adjustment or result to
the restatement of prior pericd financial statements as disclosed in the prior year notes.

(¢} Effective in 2013

PFRS 9, Financial Instruments: Classification. and Measurement of Financial Assels,
addresses the emerging issues, classification and measurement of financial assets. The
standard sets out criteria for debt instrument whether to measure at amortized cost or at fair
value through profit or loss. A Debt instruments that does not qualify for amortized cost or not
managed on a "hold to coliect” basis shall be measured at fair value with changes in fair value
are taken through profit or loss.

The Group does not expect any significant effect on the Group’s financial statements from this
amendment since the Group does not hold any debt instrument.

improvements to Existing Accounting Standards

In May 2008 and April 2009, the International Accounting Standards Board issued its first omnibus of
amendments to certain standards, primarily with a view to removing inconsistencies and clarifying
wordings. The group expects the amendments te the following standards did not have significant
effects on the financial statements. There are separate fransitional provisions for each standard which
become effective January 1, 2010.

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, “Fihancial Instrurents: Disclosures, removes the reference to-"total interest-income”
as a component of-finance cost: -

PAS 1, Presentation of Financial Statements. The amendment clarifies that financial
instruments classified as held for trading in accordance with PAS 39 are not necessarily
required to be presented as current assets or current liabilities. Instead, normal classification
principies under PAS 1 should be applied.

PAS 7,' Statements of Cash Flows, pfovides expenditure that result 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 selecting
accounting policies.
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venture and the joint venture, as weli as summary financial information about the assets,
liabilities, income and expense, will apply.

e PAS 36, impairment of Assets. When discounted cash flows are used to estimate 'fair value
less costs to sell additional disclosure is required about the discount rate, consistent with
disclosures required when the discounted cash flows are used to estimate 'value in use’.

« PAS 38, Intangible Assets. The amendment that have been made in the standard are primarily
concerned with clarifying the notion of “identifiability” as it relates to intangible assets, the
useful life and amortization of intangible assets, and the accounting for in-process research
and development projects acquired in business combination.

o PAS 39, Financial Instruments: Recognition and Measurement. The definition of financial
asset or financial fiability at fair value through profit or loss as it relates to items that are held
for trading was changed. A financial asset or liability that is part of a portfolio of financial
instruments managed together with evidence of an actua! recent pattern of short-term profit
taking is included in such a portfolio on initial recognition.

« PAS 40, Investment Property. The amendment to the standard is to include property under
construction or development for future use as investment property in its definition of
investment property. This results in such property being within the scope of PAS 40,
previously, it was within -the scope of PAS 16. Also, if an entity's policy is to measure
investment property at fair value, but during construction or development of an investment
property the entity is unable to reliably measure its fair value, then the entity wouid be
permitted to measure the investment property at cost until construction or development is
complete. At such time, the entity would be able to measure the investment property at fair
value.

e PAS 41, Agriculture. This Amendment removes the reference to the use of a pre-tax discount
rate to determine fair value, thereby allowing use of either pre-tax or post-tax discount rate
depending on the valuation methodology used.

It also removes the prohibition to take into account cash flows resulting from any additional
transformations when estimating fair value. Instead, cash flows that are expected to be
generated in the 'most relevant market' are taken into account,

Financial Instruments

Date of Recognition

The Group recognizes a financial asset or a financial liability in the Group0 Statements of
Financial Position when it becomes a party to the contractual provisions of the instrument. In the
case of a regular way purchase or sale of financial assets, recognition and derecognition, as
applicable, is done using settlement date accounting.

Initial recognition of financial instruments

Financial instruments are recognized initially at fair value, which is the fair value of the
consideration given {in case of an asset) or received (in case of a liability). The initial
measurement of financia!l instruments, except for those designated at fair value through profit or
loss, includes transaction cost.

Determination of fair value :

The fair value for financial instruments traded in active markets at the reporting date is based on their
guoted market price or dealer price quotations without any deduction for transaction costs. When
current bid and ask prices are not available, the price of the most recent transaction provides evidence
of the current fair value as long as there has not been significant change in economic circumstances
since the time of the transaction. :
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Eor all other financial instruments not listed in an active market, the fair value is determined by using
appropriate valuation technigues. Valuation techniques include net present value technigues,
comparison to similar instruments for which market observable prices exist, option pricing models, and
other relevant valuation models.

‘Day 1' Profit

Where the transaction price in a non-active market is different to the fair value from other observable
current market transactions of the same instrument or based on a valuation technique whose variables
include only data from observable market, the Group recognizes the difference between the transaction
price and fair value (a ‘Day 1’ profit) in the company statement of income unless it qualifies for
recognition as some other type of asset. In cases where use is made of data which is not observable,
the difference between the transaction price and mode! value is only recognized in the Group
Statements of Comprehensive income when the inputs become observable or when the instrument is
derecognized. For each transaction, the Group determines the appropriate method of recognizing the
‘Day 1' profit amount.

Financial assets or financial liabilities at FVPL

This category consists of financial assets or financial liabilities that are held for trading or designated by
management as at FVPL on initial recognition. Derivatives instruments, except those covered by hedge
accounting retationships, are classified under this category.

Financial assets or financial liabilities classified in this category are designated by management on
initial recognition when the following criteria are met:

. The designation eliminates or significantly reduces the inconsistent treatment that would
otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them
on a different basis; or

. The assets and liabilities are part of a group of financial assets, financial liabilities or both which
are managed and their performance evaluated on a fair value basis, in accordance with a
documented risk management or investment strategy, or

. The financial instrument contains an embedded derivative, unless the embedded derivative
does not significantly modify the cash flows or it is clear, with little or no analysis, that it would
not be separately recorded.

Financial assets and financial liabilities at FVPL are recorded in the Group Statements of Financial
Position at fair value, with changes in the fair value recorded in the Group Statements of
Comprehensive Income. Interest earned or incurred is recorded in investment income or interest
expense, respectively, while dividend income is recorded when shareholders' right to receive the
payment has been established under the investment income account.

Offsetting

Financia! assets and financial liabilities-are offset-and the net amount is repored. in the Group
Statements of Financial Position if, and only if, there is a currently enforceablé legal right to-offset the
recognized amounts and there is an intention to ‘settle on a net basis, or to realize the asset and settie
the liability simultaneously. :

|, Financial Assets

Financial assets include cash and other financial instruments. Financial assets, other than hedging
instruments, are classified into the following categories: financial assets at fair vaiue through profit or
loss, loans and receivables, held-to-maturity investments and available-for-sale financial assets.
Financial assets are assigned to the different categories by management on initial recognition,
depending on the purpose for which the investments were acquired. The designation of financial
assets is re-evaluated at every reporting date at which date a choice of classification or accounting
treatment is available, subject to compliance with specific provisions of applicable accounting
standards.
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Cash and cash equivalents are defined as cash on hand, demand deposits and short-term, highty
liquid investments readily convertible to known amounts of cash and which are subject to insignificant
risk of changes in value. : ‘ :

Date_of recognition

Reguiar purchases and sales of financial assets are recognized on their trade date. All financial
assets that are not classified as at fair value through profit or loss are initially recognized at fair value,
plus transaction costs. Financial assets carried at fair value through profit or loss is initially recognized
at fair value and transaction costs are expensed in the income statement.

Initial recognition of financial assets

Financial assets are recognized initially at fair value of the consideration given (in case of an asset) or
received (in case of a liability). Except for financial instruments at fair value through profit or loss
(FVPL), the initial measurement of financial assets includes transaction costs. The group classifies
financial assets in the following categories: Current Trade and Other Receivables and Non-current
Receivables. The classification depends on the purpose for which the investments were acquired and
whether they are quoted in an active market. Management: determines the classification of the
investments at initial recognition and, where allowed and appropriate, re-evaluates such designation at
every reporting date.

The foregoing categories of financial instruments are more fully described below.
(a) Financial Assets at Fair Valte through Profit or Loss

This category include financial assets that are either classified as held for trading or are designated by
the entity to be carried at fair value through profit or loss upon initial recognition. A financia! asset is
classified in this category if acquired principally for the purpose of selling it in the near term or if so
designated by management. All derivatives fall into this category, except for those designated and
effective as hedging instruments. Assets in this category are classified as current if they are either
heid for trading or are expected to be realized within 12 months from the reporting date.

Subsequent to initial recognition, the financial assets included in this category are measured at fair
vaiue with changes in fair value recognized in profit or loss. Financial assets {except derivatives and
financial instruments originally designated as financial assets at fair value through profit or loss} may
be reclassified out of fair value through profit or loss category if they are no longer heid for the purpose
of being sold or repurchased in the near term. (b) Loans and Receivables

_Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise when the Group provides money, goods or services
directly to a debtor with no intention of trading the receivables. They are included in current assets,
except for maturities greater than 12 months after the balance sheet date which are classified as non-
current assets.

Loans and receivables are subsequently- measured at amertized. cost .using. the, effective ‘interest
method, less any impairment losses. Any-change: in. their. value: is recognized-in profit or loss.
Impairment loss is provided when there is objective evidence that the Group will not be able to collect
all amounts due to it in accordance with the original terms of the receivables. The amount of the
impairment loss i$ determined as the difference between the assets' carrying amount and the present
value of estimated cash flows. .

The Group's loans and receivables are presented as Trade and Other Receivables and Noncurrent
Receivables in the Group's Statements of Financial Position.

Instaliment Contract Receivables
The Group recognizes instaliment contract receivables, using the instaliment method of accounting, at
the time of sale of real estate/condominium unit and presented net of unrealized gross profit (see Note
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5) which is viewed as a valuation account that represents the deferred profit recognized over the
period of the instaliment contract.

Under the instaliment method of accounting, cash collections are regarded as partial recovery of cost
and partial realization of profit in the same proportion that these two elements are present in the
original selling price.

{c) Held-to-maturity Investments

This category includes non-derivative financial assets with fixed or determinable payments and a fixed
date of maturity. Investments are classified as held-to maturity if the Group has the positive intention
and ability to hold them untit maturity. Investments intended to be held for an undefined period are not
included in this classification. The Group currently has no Held-to-maturity investments as of reporting
date.

Held-to-maturity investments are measured at amortized cost using the effective interest method. In
addition, if there is objective evidence that the investment has been impaired, the financial asset is
measured at the present value of estimated cash flows. Any changes to the carrying amount pf the
investment are recognized in profit or loss.

(d) Available-for-sale Financial Assets

This category includes non-derivative financial assets that are either designated to this category or do
not gualify for inclusion in any of the other categories of financial assets. The Group does not have
any Availablesfor-sale financial assets as of reporting date.

All financial assets within this category are subsequently measured at fair value, uniess otherwise
disclosed, with changes in valug recognized in equity, net of any effects arising from income taxes.
Gains and losses arising from securities classified as available-for-sale are recognized in the Group
Statement of Comprehensive Income when they are sold or when the investment is impaired. In the
case of impairment, the cumulative loss previously recognized directly in equity is transferred to the
Group Statement of Comprehensive Income.  If circumstances change, impairment losses on
available-for-sale equity instruments are not reversed through the Group Statement Comprehensive
income. On the other hand, if in a subseguent period the fair value of a debt instrument classified as
available-for-sale increases and the increase can be objectively related to an event occurring after the
impairment loss was recognized in Group Statement of Comprehensive Income, the impairment loss is
reversed through the Group Statement of Comprehensive Income.

Impairment losses recognized on financial assets (if any) are presented as part of Other Income
(Expenses/Losses) in the Group Statement of Comprehensive Income.

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

Non-compounding interest, dividend income and other cash flows resuiting from holding financial
assets are recognized in profit or loss when earned, regardless of how the related carrying amount of
financial assets is measured. All income and expense relating to financial assets recognized in profit
or loss if any are presented in the Group Statement of Comprehensive Income line item Interest
Income {expense) or Other Income {ExpensesfLosses).

Assets carried at amortized cost ‘
If there is objective evidence that an impairment loss on loans and receivable carried at amortized

_cost has been incurred, the amount of loss is measured as the difference between the asset's
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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 rates (i.e.,
the effective interest rate computed at- initial recognition). The carrying amount of the asset shall be
reduced either directly or through the use of an allowance account. The amount of loss, if any, is
recognized in the Group Statements of Comprehensive Income.

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial assets
that are not individually significant. Objective evidence includes observance data that comes to the
attention of management about loss events such as, but not limited to significant financial
difficulty of the counterparty, a breach of contract, such as default or delinquency in interest or
principal payments, probability that the borrower will enter bankruptcy or other financial
reorganization. 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 the group
of financial assets with similar credit risk and characteristics and that group of financial assets is
collectively assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is recognized are not included in a collective assessment of impairment,
The impairment assessment is performed at each reporting date. For the purpose of a collective
evaluation of impairment, financial assets are grouped on the basis of such credit risk
characteristics such as customer type, payment history, past-due status and term.

if, in a subsequent period, the amount of the impairment loss decrease and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed by adjusting the allowance account. The amount of the
reversal is recognized in the Group Statements of Comprehensive Income. Interest income
continues to be accrued on the reduced carrying amount based on the original effective interest
rate of the asset. Loans together with the associated allowance are written off when there is no
realistic prospect of future recovery and all collateral, if any, has been realized or has been
transferred to the Group. If in a subseguent year, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was recognized, the
previously recognized impairment loss is increased or reduced by adjusting the allowance for
impairment losses account. if a future write-off is later recovered, the recovery is recognized in
the Group Statements of Comprehensive income under “Other income" account. Any subseguent
reversal of an impairment loss is recognized in the Group Statements of Comprehensive
Income under "Provision for (reversal of) impairment losses” account, to the extent that the
carrying value of the asset does not exceed its amortized cost at reversal date.

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

A financial asset or a group of financial asset.is deemed to be impaired.if, and only if, there is objective
evidence of impairment as a result of one or. more events that.has occurred after the initial recognition
of the asset (an incurred ‘loss event) and that loss event {or events) has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably estimated.
Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptey or other financial reorganization and where observable data
indicate that there is measurable decrease in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.

Derecognition of 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,
« The Group retains the right to receive cash flows from the asset, but has assumed an
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obligation to pay them in full without material delay to a third party under a ‘pass through’
arrangement; or

« The Group has transferred its right to receive cash flows from the 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 right to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the asset nor transferred controi of the
asset, the asset is recognized to the extent of the Group’s continuing involvement in the asset.

On derecognition of a financial asset, the difference between the carrying amount and the sum of (a)
the consideration received (including any new asset obtained less any new liability assumed) and (b)
any cumulative gain or loss that had been recognized directly in equity shall be recognized in Group
Statement of Comprehensive income.

If. Financial Liabilities

Financial liabilities include interest-bearing loans and borrowing, trade and other payables and finance
lease liabilities, due to related parties and other non-current liabilities, which are measured at
amortized cost using the effective interest rate method. '

Financial liabilities are recognized when-the Group becomes a party to the contractual agreements of
the instrument. Al interest-related charges are recognized as an expense in the Group Statements of
Comprehensive Income under the caption Finance Cost. Interest-bearing loans and borrowings are
raised for support of long-term funding of operations. They are recognized at proceeds received, net
of direct issue costs.

Financial liabilities are initially recognized at their fair value and subsequently measured at amortized
cost less settlement payments. Amortized cost is calculated by taking into account any discount or
premium on the issue and fees that are an integral part of the effective interest rate. Any effects of
restatement of foreign currency-denominated liabilities are recognized in the Group Statement of
Comprehensive Income.

Dividend distributions to sharenholders are recognized as financial liabilities when the dividends are
approved by the shareholders.

Financial liabilities are derecognized from the Group Statements of Financial Position only when the
abligations are extinguished either through discharge, cancellation or expiration. 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 recegnition of a new liability, and the difference in the
respective carrying amounts is recognized in the Group Statement-of Comprehensive Income.

Other Financial Liabilifies

Other 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. Other liabilities are carried
at cost or amortized cost in the Group Statement of Financial Position. Amortization is determined
using the effective interest rate method. Other liabilities are included in current liabilities if maturity is
within 12 months from the reporting date.

The Group’s other liabilities consist of Accrued Interest, Taxes Payable, Security Deposits, Offsetting
Payables etc.
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Hit. Treasury Shares

IAS 32 incorporates the conclusion previously 32 in SIC-32 Share Capilal — Reacquired Cwn Equity
Instrument that the acquisition or subsequent resale by an entity of its own equity instruments does not
result in a gain or loss for the entity. Rather it represents a transfer between those holders of equity
instruments who have given up their equity interest and those who continue to hold an equity
instrument.

Inventory

Inventory represents real estate and resort shares for sale and is valued at the lower of cost or net
realizable value. Cost includes the acquisition cost of the land plus all costs directly attributable to the
development of the projects where the Group is the landowner, and includes actual development cost
incurred up to reporting date for projects where the Group is the developer. Founder shares, assigned
to the Group by virtue of the Articles of Incorporation are valued at its par value. interest on loans
(borrowing costs) incurred 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. Real estate and resort shares for sale are written down when the net realizable values of the
properties are less than the carrying amounts.

Property and equipment

Property and equipment consists of buildings, computer and office equipment and office furniture and
fixture and communication equipment, Buildings are held for use or for rental to others.

Property and equipment are stated at historical cost less accumulated depreciation and impairment
value ifany.

The cost of an asset comprises its purchase price and directly attributable costs of bringing the asset
to working condition for its intended use. Expenditures for additions, major improvements and
renewals are capitalized; expenditures for repairs and maintenance are charged to expense as
incurred. When assets are sold, retired or otherwise disposed of, their cost and related accumulated
depreciation and impairment losses are removed from the accounts and any resulting gain or foss is
reflected in income for the period.

Depreciation is calculated on the straight-line basis over the estimated useful life of the property and
equipment as follows:

Land Improvements 20 years
Buildings and improvements - - 10-20 years ...
Slides, pools and improvements 10 years
Computer and office equipment 3-5 years
Office furniture and fixtures, and

communication equipment 3-5 years

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

The residual values and estimated useful lives of property, plant and eguipment are reviewed, and
adjusted if appropriate, at each reporting date.

An item of property, plant and equipment is derecognized upon disposal or when no future economic

benefits are expected to arise from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and the
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carrying amount of the itemy} is included in the Group Statement of Comprehensive Income in the year
the item is derecognized.

Investment Properties

The Group's investments on land held for future development are accounted for using the cost mode!
in accordance with the provisions of PAS 40, "Investment Property”. Investment Property refers to
properties held to earn rentals or for capital appreciation or both.

investment property is stated at cost less accumuiated depreciation less and any accumulated
impairment losses. Cost is the amount of cash or cash eguivalents paid or the fair value of other
consideration given to acquire an asset at the time of its acquisition or construction or, where
applicable, the amount attributed to that asset when initially recognized. Directly attributabie
expenditure includes professional fees for legal services, property transfer taxes and other
transaction costs. Investment property shall be recognized as an asset when it is probable that the
future economic benefit that are associated with the investment property will flow to the entity and the
cost of the investment property can be measured reliably.

A transfer from investment property to inventories is made after completion of development with a
view to sell the same. When the Group decides to dispose on the investment property without
development, it continues to treat the property as an investment property until it is derecognized and
does not treat it as inventory.

Gains or losses arising from the retirement or disposal of investment property shall be determined as
the difference between the net disposal proceeds and the carrying amount of the asset and shall be
recognized in profit or loss in the period of the retirement or disposal.

With the entry of Alliance Global Group, Inc. into the Parent Company, the Group is optimistic that
development of these properties located in prime tourist spots such as Tagaytay, Nasugbu and
Boracay will soon commence.

Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of economic
resources and they can be estimated reliably even if the timing or amount of the outflow may still be
uncertain. A present obligation arises from the presence of a legal or constructive commitment that
has resulted from past events, for example, product warranties granted legal disputes or onerous
contracts.

Provisions are measured at the estimated expenditure required to settle the present obligation, based
on the most reliable evidence available at the reporting date, including the risks and uncertainties
associated with the present obligation. Any reimbursement expected to be received in the course of
settliement. of the present obligation is recognized, if virtually certain as a separate asset, not
exceeding the amount of the related provision. Where there are a number of similar obligations, the
likelihood that an outfiow will be required in settlement is determined by considering the class of
obiigations as a whole. In addition, long-term provisions are discounted to their present values, where
time value of money is material.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
In those cases where the possible outflow of economic resource as a result of present obligations is
considered improbable or remote, or the amount to be provided for cannot be measured reliably, no

liability is recognized in the financial statements.

Probable inflows of economic benefits that do not yet meet the recognition criteria of an asset are
considered contingent assets, hence, are not recognized in the Group financial statements.

Contingent liabilities are not recognized in the financial statements. They are disclosed unless the
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possibility of an outflow of resources embodying economic benefits is remote. A contingent
asset is not recognized in the Group financial statements but disclosed when an inflow of
economic benefits is probable. .

Revenue and Cost Recognition

Sale of Real Estate and Resort Shares
Revenues on sale of real estate and resort share are recognized upon receipt of sufficient payment {at
least 24%).

Gain from sale of completed residential and commerciai lots and resort share where a sufficient down
payment has been received, the collectability 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 accruat methaod.

Percentage of completion is used to recognize income from sale 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 physical portion of the contract work. Any
excess of collections over the receivables are included in the “deferred income on real estate sales”
account in the statements of financial position,

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.

Cost of resort shares sold, where the Group is the landowner, is determined on the basis of the cost of
the land.

The Group recognized the effect of revisions in the total project cost estimates of the real estate
projects in the year in which these changes become known. Any impairment losses from the projects
are charged to operations in the period in which the losses are determined.

Related commission is recognized as expense in the same period when the gain on sale of real estate
and resort shares is realized. The amount of commission pertaining to deposit on real estate sales is
shown as part-of other current assets account in the consolidated statements of financial position.

As at reporting date, the Group's revenues generated came from rental income on buildings leased
out.

Rental Income
Revenue is recognized as accrued on a straight-line basis over the term of the lease agreements.

QOther Revenue
e Interest — revenue is recognized as the interest accrues (taking into account the
effective yield on the asset). '
« Dividend — revenue is recognized when the Group’s right to receive the payment is
established.
o Other Income — other income is recorded when earned.
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o Unrealized Foreign Exchange Gain — revenue is recognized from the franslation of
one account from foreign currency to the operational currency of the Group as at
reporting period. : ‘ -

« Realized Foreign Exchange Gain — revenue is recognized as a result of exchange
differences arising from the settiement of transactions reported at foreign currency
and settied in the operational currency of the Group.

Cost and Expense Recognition

Costs and expenses are recognized in the Group’s Statements of Comprehensive Income upon
utilization of the service or at the date they are incurred. Cost and Expenses are presented as Cost of
Sales and Services, General and Administrative Expenses , Other Expenses/Losses and Finance
Cost in the Group Statements of Comprehensive Income. '

Finance Cost
Finance Cost relate to the share of the Group in the interest cost of a US Dollar convertible Bonds
obtained from LIM ASIA Arbitrage Fund obtained last September 14, 2007

It is customary for the Parent Company to obtain a loan for use by the Parent and its subsidiaries and
affiliates. The Finance Cost related to this loan is allocated to the Parent Company's subsidiaries and
affiliates based on a weighted average of the loans availed by each subsidiary and affiliate including
the Parent Company over total loan multiplied by the Finance Cost incurred.

Cost of Sales and Services
As at reporting date, the Cost of Sales and Services pertain fo Depreciation Cost on the buildings

jeased out and there are no repairs and maintenance cost incurred on the buildings.
Functional Currency and Foreign Currency Transactions
« Functional and Presentation Currency

ltems inciuded in the financial statements of the Group are measured using the currency
of the primary economic environment in which the entity operates (‘the functional
currency”). The financial statements are presented in Philippine pesos, which is the
Group's functicnal currency.

e Transaction and Balances

The accounting records of the Group are maintained in Philippine pesos. Foreign
‘currency transactions arg¢ recorded on initial recognition in the functional currency, by
applying to the foreign currency amount the spot exchange rate between the functional
currency and the foreign currency on transaction dates.

Foreign -exchange gains and losses resulting from the settiement 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 Group Statement of Comprehensive Income.

The Effects of Changes in Foreign Exchange Rates

Provides certain restrictions in allowing the capitalization of foreign exchange differentials. The
Group has US Dollar denominated bonds payable with Lim Asia Arbitrage Fund, Inc. which are
translated into Philippine pesos at prevailing exchange rates at transaction dates and recognizes
foreign exchange gains and losses at settlement dates and at year-end exchange rates. "The resulting
gains or losses from these translations are recognized in the Statements of Income.

1

Page | 17



Impairment of Non-financial Assets

The Parent Company's property, plant and equipment are subject to impairment testing. These assets
or cash-generating units are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). As a result, some assets are Atested
individually for impairment and some are tested at cash-generating unit level.

An impairment loss is recognized for the amount by which the asset or cash-generating unit's carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of fair value, refliecting
market conditions less costs to sell and value in use, based on an internal discounted cash flow
evaluation. Impairment loss is charged pro rata to the other assets in the cash generating unit.

All assets are subsequently reassessed for indications that an impairment loss previously recognized
may no longer exist and the carrying amount of the asset is adjusted to the recoverable amount
resulting in the reversal of the impairment loss.

Emplioyee Benefits
(a) Short term Employee Benefits

In accordance with the provisions of the Labor Code, the Group provides basic salaries, 13" month
Pay, Social Security contributions, Pag-ibig Membership constributions, Home Mutal Development
Fund Membership contributions and Philhealth Membership contributions to all employees (See Note
14).

(b) Termination Benefits

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

(c) Retirement Benefits Obligations

Pension benefits are provided to Group employees through an unfunded, non-contributory defined

benefit plan. The normal retirement consists of an eligible employee’s attainment of age sixty {60} and

upon completion. of five (5} years.of faithful and continuous service. Based on the years of service, the

normal retirement. benefit provides. for. lump-suim-benefits equivalent to a range of 85% to 150% of the
employee’s monthly salary per year of service depending on the service tenure. The plan also

provides for early retirement benefit for employees attaining the age of fifty with the completion of no

less than ten (10) years of service.

A defined benefit plan is a pension plan that defines an amount of pension benefit that an employee
will receive on retirement, usually dependent on ane or more factors such as age, years of service and
salary. The legal obligation for any benefits from this kind of pension plan remains with the Group,
even if plan assets for fundirig the defined benefit plan have been acquired. Plan assets may include
assets specifically designated to a long-term benefit fund, as well as qualifying insurance policies. The
Group’s defined benefit pension plan covers alt permanent full-time employees.

The liability recognized in the consolidated staternent of financial position for defined benefit pension
plans is the present value of the defined benefit obligation (DBO) at the reporting date less the fair
value of plan assets, together with adjustments for unrecognized actuarial gains or losses and past
service costs. The DBO is calculated annually by independent actuaries using the projected unit credit
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method. The present value of the DBO is determined by discounting the estimated future cash
outflows using interest rates of high quality corporate bonds that are denominated in the currency in
which the benefits will be paid and that have terms to maturity approximating to the terms of the
related pension liability.

Actuarial gains and losses are not recognized as an income or €xpense unless the total unrecognized
gain or loss exceeds 10% of the greater of the obligation and related plan assets. The amount
exceeding this 10% corridor is charged or credited to profit or loss over the employees’ expected
average remaining working lives. Actuarial gains and losses within the 10% corridor are disclosed
separately. .

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

(d) Other short-term employee benefits

Other short-term benefits includes special benefits program of clothing benefit, savings and loans
benefit program, transportation benefits, funeral benefit, and rice subsidy.

Borrowing Costs

Borrowing costs are recognized as expenses in the period, in which they are incurred, except to the
extent that they are capitalized. Borrowing costs that are attributable to the acquisition, construction or
production of a qualifying asset {i.e., an asset that takes a substantial period of time to get ready for its
intended use or sale) are capitalized as part of cost of such asset. The capitalization of borrowing
costs commences when expenditures for the asset and borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalization ceases when substantially all such activities are complete.

To the extent that the Group borrows funds generally and used them for the purpose of obtaining a
qualifying asset, the Company determines the amount of borrowing costs eligible for capitalization by
applying a capitalization rate to the expenditures on that asset. The capitalization rate is the weighted
average of the borrowing costs applicable to the borrowings of the Group that are outstanding during
the period, other than borrowings made specifically for the purpose of obtaining the qualifying asset.
The amount of borrowing costs that the Group capitalizes does not exceed the amount of borrowing
costs applicable to its own borrowings.

Related Party Transactions and Relatiohships

Related party relationships exist when one party has the ability to control, directly, or indirectly through
one of more intermediaries, the other party or exercise significant influence over the other party in
making financial-and-operating: decisions. Such relationships also exist between and/or among entifies
which are -under common- control-with the.reporting enterprise. and. its. key management personnel,
directors, or its stockholders.

Related party refationships are a normal feature of commerce and business. The Group sometimes
grants/secures interest-bearing and non-interest bearing advances toffrom its affiliates and/or
shareholders. Interest-bearing advances are covered by promissory notes renewable annuatly.
Advances toffrom affiliates and/or shareholders are presented as part of Trade and Other
Receivables/Trade Trade and Other Payables in the Group statement of financial position.

Transactions between related parties are accounted for at arms' length prices or on terms similar to
those offered to non-refated entities in an economically comparable market.

income Taxes
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Current income tax assets or liabilities comprise those claims from, or obligations to, fiscal authorities
relating to the current or prior reporting period, that are uncollected or unpaid at the reporting date.
They are calculated according to the tax rates and tax laws applicable to the fiscal periods to which
they relate, based on the taxable profit for the year. All changes to current tax assets or liabilities are
recognized as a component of tax expense in the Group’s Statements of Comprehensive income.

Deferred tax is provided, using the balance sheet liability method on termporary differences at the
reporting date between the tax base of assets and liabilities and their carrying amounts for financial
reporting purposes.

Under the balance sheet liability method, with certain exceptions, deferred tax liabilities are recognized
for all taxable temporary differences and deferred tax assets are recognized for all deductible
temporary differences and the carry forward of unused tax losses and.unused tax credits to the extent
that it is probable that taxable profit will be available against which the deferred income tax asset o be
utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is probable that sufficient taxable profit will be available to allow all or part of the deferred
income tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates-that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates and tax laws that have
peen enacted or substantively enacted at the reporting date.

Most changes in deferred tax assets or liabilities are recognized as a component of tax expense in the
Group’s Statements of Comprehensive Income. Only changes in defarred tax assets or liabilities that
relate to a change in value of assets or liabilities that is charged directly to equity are charged or
credited directly to equity.

Earnings Per Share

Basic earnings per share is computed by dividing the net income for the year attributable to equity
holders of the Group by the weighted average number of ordinary shares issued and outstanding
during the year after considering the retroactive effect, if any, of stock dividends declared
during the year, excluding treasury shares.

Diluted earnings per share is calculated by dividing the net income or loss for the year by the |
weighted average number of ordinary shares outstanding during the year, excluding treasury
shares and adjusted for the effects of all dilutive potential common shares, if any.

For purposes of calculating diluted earnings per share, the Group adjusts profit and loss attributable to
ordinary equity holders of the Group by the tax effect of:

(a) any dividends or other itéms related to dilutive potential ordinary shares--
(b) any interest recognized in the period related to dilutive potential ordinary shares
(c) any other changes in income or expense that would result from the conversion of the dilutive
potential ordinary shares.
Warrants to purchase convertible instruments are assumed-to be exercised to purchase the convertible

instrument whenever the average prices of both the convertible instrument and the ordinary shares
obtainable upon conversion are above the exercise price of the warrant.

Equity -

Share Capital is determined using the nominal value of shares that have been issued .
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Additional paid-in capital includes any premiums received on the initial issuing of capital stock. Any
transaction costs associated with the issuing of shares are deducted from additional paid-in capital,
net of any related income tax benefits.

Retained earnings include all current and prior period results as disclosed in the Group’s Statements
of Comprehensive Income.

Events after the Balance Sheet Date

Events after the balance sheet date are those events, favorable and unfavorable, that occur between
the reporting date and the date when the financial statements are authorized for issue.

The Group adjusts the amounts recognized in the financial statements to reflect adjusting events after
the financial position date. .

BUSINESS AND GENERAL INFORMATION
Form and Date of Organization

Global-Estate Resorts, Inc.(GERI), formerly known as "Fil-Estate Land, Inc. was incorporated on
May 18, 1994 to consolidate the real estate interests and development activities of the Global-Estate
Resorts, Inc. Group of Companies. GERI is also tasked to engage in fand acquisitions and to maintain
an inventory of raw land for future development by its subsidiaries. GERI went public in November
1995 when its common shares were listed in the Philippine Stock Exchange (PSE).

GERI has three (3) wholly owned major development companies, namely, Fil-Estate Properties, Inc.
(FEP1), to engage primarily in residential subdivision and condominium development, Fil-Estate Golf
and Development, Inc. ("FEGDI"), to engage primarily in golf and leisure development and Fil-Estate
Urban Development Corporation (FEUDC) for the development of certain residential and commercial
projects.

GERI also owns 20% of the equity of each of the five (5) marketing companies, namely Fil-Estate
Realty Corporation, Fil-Estate Marketing Associates, Inc., Fil-Estate Network, Inc.Fil-Estate Sales,
Inc. and Fil-Estate Realty Sales Associates, Inc.

GERI is one of the leading property development and marketing companies in the Philippines and has
operated through predecessor companies since 1881. The Company engages primarily in the
horizontal development of residential subdivision lofs, integrated residential, golf and other leisure-
related properties, and vertical development of mixed-use towers in Metro Manila.

The Company reduces its capital exposure substantially by acquiring: its- tand bank through joint

ventures with ladowners: These -agreements’ generally-provide-that- the-Company-will-undertake the -
development and marketing of the project.

PLAN OF OPERATION

On December 22, 2010, Alliance Global Group, Inc. (AGI) subscribed to 5 billion common shares of
the company at a subscription price of One Peso { P1.00 ) per share for a total subscription price of
P 5 billion. The shares were to be issued from a P 5 billion capital increase of the company from P &
billion to P 10 billion.

On January 20, 2011, the increase in capital was approved by the Securities and Exchange

Commission and the subscription fully paid by AGI which acquired a 60% majority stake in the
company.
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it is envisioned by AGI that the company will be the vehicle for the Group for the development of
tourism oriented projects in the country’s prime tourist spots such as Boracay, Tagaytay/Laurel and
Nasugbu.

MAJOR PROJECTS
The company’s plans for the major projects are as follows:

Boracay - The Company plans to add twenty more hectares to its fand holdings in the popular island
destination of Boracay, eventually expanding its shoreline to more than one kilometer. The company
intends to develop this property into an integrated tourism estate named Newcoast Station. The
development will include hotels, retail, sports and leisure facilities, residential villages and
condominiums.

Twin Lakes - is a 1200 hectare development jocated in Tagaytay/Laurel, Batangas facing Taal Lake.
The company is preparing the first phase of development which will include a hotel, spa, shopping and
residential village. Future phases will include a retirement village, wellness centre, vineyard farm
plantation chateau, a golf course, lakeside residential houses, a sports and country club and more
hotels.

Nasugbu Harbourtown - is-a 600 hectare integrated residential and leisure development located in
Nasugbu Batangas. The company is currently revising its masterplan to bring it in line with the rapid
development in the area. The company plans to develop a residential community, a golf course, a
marina, ocean villas and water sports facilities among other components that are under study.

HIGH RISE PROJECTS
The company plans to complete the following high rise projects in Metro Manila:

Sto. Domingo Clusters (The Steps) - consist of two five-storey medium rise residential condominium
projects located in Sto. Domingo corner Don Manuel Avenues, Sta. Mesa Heights, Quezon City.
These condominium projects have been re-designed to address the affordable housing market. The
units range from studio units of 21 square meters to two-bedroom units of 75 square meters.

Sto. Domingo Residential Tower — is also situated in the same complex. Itis a 15-storey residential
tower with commercial spaces in the ground floor.

Capitol Plaza — is a 33-storey residential condominium project with commercial spaces in the ground
floor up to the 2™ fioor. This project is located in the heart of Quezon City right beside the City Hall.

Renaissance 5000 — is a 30-storey residential condominium project. It is the fourth condominium
project of the company-te-be- constructed. in the: Renaissance’ Center; wiich-buildings. are- wrapped
around a center. 3-storey. podium structure. which includes amenities such as swimming pools, gym,
tannis courts, café, wine store, salon and convenience stores. All three other buildings inthe
Renaissance Center have been fully completed and turned-over to buyers and are now thriving
communities.

RESIDENTIAL SUBDIVISION PROJECTS
The company plans to complete the following residential subdivision projects:
Sta. Barbara lolio — is a 150-hectare project with Phase | at about 17 hectares. This is right beside

lloilo Golf & Country Club and wili feature fairway lots overlooking the golf course. Itis also very close
to the new lloilo International Airport.
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Sherwood Hills Residential Estate and Golf Club ~ is a 350-hectare integrated development
located in Trece Martires, Cavite. Upon compietion, the development will include residential lots, a 27-
hole golf course, a golf clubhouse, a village clubhouse and.other facilities. .

Mountain Meadows — is a 260 -hectare residential subdivision project located in Cagayan de Oro,
with Phase | consisting of 67 hectares. [t has 4-hectare commercial area at the entrance of the
project. The proximity of the project to the city makes the project very promising.

Forest Hills Residential Estate and Golf Club - is a 550 hectare integrated development located in
Antipolo Rizal. Upon completion, the development will include residential and commercial lots, an -
agua park, two 18-hole golf courses and a community clubhouse.

Newport Hills - is a 127 hectare integrated residential and golf development located in Lian Batangas.
When completed, the development will include residential lots and a beach clubhouse.

PROJECTS IN THE PIPELINE
The company also plans to develop the following projects.

Scout Hill Forest Cabins — The Forest Cabins project is one of the most saleable projects in Camp
John Hay. It has 40 duplexes which translate to 80 units. The floor area/saleable area per unitis 120
to 150 square meters. The value of this development shall be enhanced by the extension of the North
Luzon Expressway all the way up to Rosario, La Union which will cut travel time from Manila to Baguio
to three and a half hours.

Eco Centrum BPO Project

The Project is situated at the exit of Southwoods Interchange along the South Luzon Expressway
(SLEX) in Binan, Laguna. With the recently completed Skyway Project, the location has now become
a viable site for the development of a BPO campus due to its proximity to Metro Manila and is
considered as the gateway to the Southern corridor. As of July, 2010, the Philippine Economic Zone
Authority (PEZA) has proclaimed an 11.7 hectares portion of the project as a “Special Economic Zong"
to allow BPO locators to establish their business operations in the area. To create the impetus for
development, the company will soon embark on the construction of its first four-level BPO building with
a gross floor area of approximately 10,000 square meters to cater to BPO companies and the
completion of the road network for ease of access. This development will be complemented with a
strip mall development, residential/housing accommodations and a future hotel and hospital project.
The Project, once completed, is envisioned to be the premier destination for business, shopping and
entertainment with a total land area of 76 hectares.

FUND SOQURCES

in order to fund these development initiatives, the company, intends to utilize equity to be augmented
with debt when required. Also, co-development arrangements may be entered intd for selected
projects.

MARKETING AND SALES

Marketing of the projects shall be undertaken by an in-house marketing and sales division for each of
its projects. The marketing and sales division shall be staffed by a trained group of property
consultants who excliusively market the Company’s projects. The Company shall also employ a
marketing services staff that provides auxillary services for the sales and promotional activities of the
division. The Company will also continue to work with its existing marketing companies which will
compete directly with the Company’s in-house marketing and sales division.
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Management's Discussion and Analysis of Financial Condition and Results of Operations.

Interim Period - Second Quarter Calendar Year 2011 (January 1, 2011 - June 30, 2011)

REVIEW OF RESULTS OF OPERATIONS

Revenues for the six-month period amounted to P 427.6 million. The Company’s sales of
real estate and golf club and resort shares of R 160.9 million came from sale of condominium
units in Eight Sto Domingo Place in Quezon City, residential lots in Magnificat Exec. Village
in Lipa Batangas, Monte Cielo De Naga in Naga City, Sta. Barbara Heights in llo-llo City and
sale of commercial lots in ‘Carmona Cavite. income from rentals and golf course
maintenance contracts amounted to P 75.5 million. Balance of revenues were contributed by
equity in net earnings of associates and other income of P 191.2 million

The company posted a P97.9 million Net iricome for the six-month period ended June 30,
2011, as compared to a P17.2 million net loss realized as of June 30, 2010, mainly due to

increase in real estate sales and other income.

As a result, Earnings per share increased to P 0.0124 from the previous year's level of P
(0.0067)

Major Movements of Income Statement Accounts are as follows:

e 85.59% Increase in Sale of Real Estate and Golf Club and Resort Shares — Sale of
real estate and golf and resort shares increased by P74.19 million as compared to the
previous year's level due to higher sales generated by the company during the
reporting period.

o 24.24% Increase in- Service and- Renfal-Income-— Service and-rental income for-the
period ending-June 30,2011 increased’ by 'P*14.73 million to-P75.51 millien-from-P
60.78 million.

o 09.88% Increase in Equity in Net Earnings of Associates, Joint Ventures, interest and
other income — Primarily due to increase in other income.

e 38.97% Increase in Cost of Real Estate and Golf Club and Resort Shares Soid - Asa
result of increase in Sales, Cost of Sales also increased by P19.06 milion (38.97%)
to P67.98 million from last year’s level of P48.82 million.
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13.25% Decrease in Cost of Services - Cost of Services is down by P4.72 million
(13.25%) to P30.90 million from last year's level of P35.62 million on account of
decrease in labor and materials used in golf course maintenance.

32 80% Increase in General & Administrative Expense — Mainly due to additional
administrative expense.

5.82% Decrease in Interest and other charges — Financial expense during the period
went down to P54.58 million from the previous year’s level of P57.95 million.

REVIEW OF FINANCIAL CONDITION

Consolidated Total Assets as of June 30, 2011 is P18.19 billion. Following is a brief
discussion of the movements of assets and liabilities of the company during the period:

Cash and cash equivalents increased by P2.08 billion (1106%) to P2.24 billion from
the end of December 2010 level of P185.97 million as a result of the subscriptions
received from Alliance Global Group Inc.(AGI).

Trade and other receivables increased by P260.59 million (9.00%) to P3.15 billion
from the end of December 2010 level of P 2.89 billion due to additional sales
bookings.

investment Properties increased by P 996.53 million mainly due to additional land
acquisition.

Other current and non-current liabilities decreased to P1.53 billion from the P2.07
billion jevel as of end December 2010 mainly due to payment of accrued interest.
Loans payable and Bonds payable were paid during the period.

Total Equity increased by PP 5.12 billion mainly due.to investment of AGL

OTHERS

As of the 2nd quarter ended June 30, 2011, there are no:

Known frend, 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.

Page |25



» Significant elements of income or loss that did not arise from the Company's continuing

operations.

= Causes for any material changes from perio

Company’s financial operations.

»  Seasonal aspects that had a material effect on t

operations.

item 9. Market for Registrant's Common Equity and Related Stockholder Matters

(1) Stock Prices

d to period in one or more line items of the

he financial condition or results of the

Global-Estate Resorts, Inc. commaon shares are listed in the Philippine Stock Exchange. Share prices
have been retroactively adjusted to reflect the effects of stock dividends paid by the Company up to 30

September 2010

Year

2011

First Quarter

Second Quarter

As of September 16, 2011

2010

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

2009

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

2008

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

Philippine Stock Exchange
Average Closing Price per Share (P) -

High

1.93
1.88
245

0.35
0.42
0.33
0.93

0.25
0.24
0.33
0.37

1.07
0.82
0.55
0.42

Low

1.93
1.83
2.29

0.33
0.40
0.24
0.91

0.24
0.18
0.24
0.29

1.03
0.79

. 0.53

041

The market capitalization of GERI as of 16 September 2011 based on the closing price at P2.40 per

share of GERI’s shares at that date, was approximately 20.054 billion.

(2) Holders

The number of shareholders of record as of 31 August 20711 was approximately 4,642
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TOP 20 STOCKHOLDERS AS OF RECORD DATE 31 AUGUST 2011

% of
No. Stockholder No. of Shares | Ownership
1 | Alliance Global Group, Inc. 5,155,000,000 61.69%
2 | Fi-Estate Management, Inc. 1,469,260,829 17.58%
3 | PCD Nominee Corporation (Filipino) 1,168,602,530 13.99%
4 | PCD Nominee Corporation (Foreign) 425,073,005 5.09%
5 | Dynaland Properties & Developers, inc. 11,700,000 0.14%
6 | CAP Pension Trust Fund 8,263,280 0.11%
7 | Greenfield Development Corporation 8,640,000 0.10%
8 |JohnT. Lao 7,035,100 0.08%
9 | Lim Asia Multi-Strategy Fund, Inc. 6,000,000 0.07%
10 | Lucio W. Yan 5,755,000 0.07%
11 | Southern Heights Land Dev't. Corporation 4,219,815 0.05%
12 | Romeo G. Roxas : 3,716,000 0.04%
13 | Avesco Marketing 3,512,106 0.04%
14 | RBL Fishing Corporation 2,924,998 0.04%
15 | Wilbur Chan 2,611,825 0.03%
16 | Buenafortuna, Incorporated : 2,262 992 . 0.03%
17 | Jennifer C. Lee or Josephine C. Lim 2,000,000 0.02%
18 | Federal Homes, Inc. 1,839,860 0.02%
19 | Philippine Veterans Bank Fao:Comprehensive 1,837,428 0.02%
Annuity Plans And Pension Corp. TA#0245
20 | Fritz L. Dy 1,813,500 0.02%

(3)  Dividends

The retained earnings account as of 30 September 2010 is restricted from being declared as dividends .
to the extent of the undistributed net earnings of subsidiaries, associates and joint ventures amounting
to P4.1 bilion in 2010 and P4.2 billion in 2009. No declaration of cash dividends was made in the last

four (4) years.

(4) Recent Sale of Unregistered or Exempt Securities including Recent Issuance of Securities
Constituting an Exempt Transaction

On January 20, 2011, the Securities and Exchange Commission (Commission) approved the
Corporation’s application for increase in the capital stock of the Corporation from P5 biliion to P10
billion. The entire increase of 5 billion shares was subscribed by Alliance Global Group, inc. at P1.00
per share for.a total subscription price of P5 billion payable in cash. On the basis of the approval of the
subscription by the Commission, the Corporation subsequently issued-§'billion new common shares to
Alliance Global Group, Inc.

There we no underwriters to whom the securities were sold and no commissions paid relating to the
transaction.

Other than the above securities issued to Alliance Global Group, Inc., during the last three (3) years up
to the period ending April 30, 2011, the Corporation did not sell any other securities which were not
registered under the Code. During the same period, the Corporation did not sell any reacquired
securities nor issued securities in exchange for property, services or other securities or new securities
resulting from the modification of ouistanding securities.
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Discussion on Compliance with Leading Practice on Corporate Governance

The Corporation had adopted the: Self-Rating System on Corporate Governance being implemented
by the Securities and Exchange Commission through SEC Memorandum Circular Na. 5, Series of
2003 to assess compliance with leading practices on corporate governance. The Compliance Officer
meets with the directors and top-level management from time to time to evaluate compliance with the
Corporation's Manual on Corporate Governance. :

in order to comply fully with the adopted leading practice on good corporate governance, the
Compliance Officer is present at all meetings of the Board of Directors and closely coordinates with
the Chairman and the President to ensure full compliance with the adopted teading practices on good
corporate governance. The Compliance Officer furnishes the Board of Directors and top-level
management with copies of new rules, regulations, circulars and orders of the Securities and
Exchange Commission and the Philippine Stock Exchange to continuously update its Directors and
top-level management with new requirements for compliance with leading practices on corporate
governance. In addition, the Compliance Officer requires and encourages its Directors and top-level
management to attend seminars on good corporate governance.

There are no material deviations to date from the Corporation's Manual of Corporate Governance. The
Board has no immediate plans to adopt new policies for corporate governance.

Mr. Roberto 5. Roco ‘ Banco de Oro Unibank, Inc.
Corporate Information Officer Stock Transfer Department

5" Floor Renaissance Tower Makati Ave. Cor. H.V. dela Costa St.
Meralco Ave., Pasig City Makati City
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GLOBAIL-ESTATE RESORTS, InG. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF JUNE 30,2011

(Amount in Thousands)

ASSETS

CURRENT ASSETS
Cash and Cash equivalents
Trade and other receivables - net
Inventory
QOther current assets

Total Current Assets

NON-CURRENT ASSETS
Ttade and other receivabies - net
Property and equipment
Investment properties
Investment in associates and joint venture-
Deferred assets
Other non-current assets

Total Non-current Assets

TOTAL ASSETS

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Trade and other payables
Other current liabilities

Total Current Liabilities
NON-CURRENT LIABILITIES
Loans payable
Bonds payable
Deferred tax liability
Other non-current-lisbilities:
Total Non-current Liabilities

Total Liabilities

EQUITY
Equity atiributable to Parent Company's Sharcholders
Non-controlling interest

Total Equity

TOTAL LIABILITIES AND EQUITY

- Annex A -1

Unaudited Audited
June 2011 December 2010

2,242,688 185,974
2,892.396 2,763,519
6,496,153 6,668,365
489,548 499,550
12,120,785 10,117,408
262,428 130,710
502,781 549,207
2,658,895 1,662,364
2,198,874 2,189,063
421,638 448,595
20,257 15.966
6,064,873 4,995,905
18,185,658 15,113,313
1,984,447 1,942,949
1,251,650 1,811,316
3,236,007 3,754,265
. 480,970
; 1,097,125
368,507 340,282
282,608, 258,143
651,115 2,176,520
3,887,212 5,930,785
14,016,560 8,920,631
281,886 261,897

14,298,446 9,182,528
18,185,658 15,113,313




GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

FOR THE PERIOD 2Q20611 VS. 2Q2010
(Amoiint in Thousands)

REVENUES
Sale of real estate and golf club and resort shares
Service and rental
Equity in net earnings (losses) of associates
and joint ventures, interest and other income

COST AND EXPENSES
Cost of real estate and golf club and resort shares
Cost of services
Operating expenses
Interest and other charges
Income tax expense

Net Income (Loss) after income tax expense
Attributable to:

Parent Company's shareholder
Non-controlling interest

Earnings per share

Annex A -2
Unandited 2Q2013 Unaudited 2Q2010
April - June  January - June April - June January - June

20,098 160,863 12,93% 86,674
30,340 75,513 35,233 60,779
115,975 191,198 50,246 95,656
166,413 427,574 98,4]8- 243,109
10,783 67,977 11,011 48,915
9,694 30,896 19,187 35,615
75,731 154,574 51,043 116,392
7.633 54,578 43,815 57,950
8,767 21,660 1,853 - [,497
112,608 - 329,685 126,909 260,369
53,805 97,889 (28,491) {17,260}
54,604 93,213 (29.158) (20,648)
-799 4,676 667 3,388
53,805 97,889 (28,491) {17,260}
0.0072 0.0124 {0.0067)

(0.0095)



GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME _ Annex A -3
FOR THE PERIOD 2Q2011 VS, 2Q2010

(A morns in Thensands}

Unaudited 2Q2011 Unaudited 2Q2010¢
April - June January - June April - June January - June

Net Income 53,805 97,889 (28.491) (17,260)
Add(less): Other comprehensive income
Revaluation reserve (890) (748)
Total Comprehensive income 53,805 96,999 (28.491) (18,008}
Altributable to:

Parent Company's sharsholder 54,604 92,322 {29,159) (21,396)

Non-controlling interest -799 4,676 668 3,388

33,805 96,598 (28491} (18,008)
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GLOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

{Amount in Thousands)

EQUITY ATTRIBUTABLE TO EQUITY
HOLDERS OF PARENT COMTANY

CAPITAL STOCK

ADDITIONAL PAID IN CAPITAL
REVALUATION RESERVE

RETAINED EARNINGS
Appropriated for project development
Unappropriated

MINORITY INTEREST

TOTAL STOCKHOLDERS' EQUITY

Annex A -4

2nd quarter

2nd quarter

2011 2010
8,350,000 3,066,878
1,597,739 1,597,739
(850) (748)
3,680,000 3,680,000
389,711 849.484
4,069,711 4,529 484
14,016,560 9,193,353
281,886 282,959
14,298,446 9,476,312
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LOBAL-ESTATE RESORTS, INC. AND SUBSIDIARIES
ONSOLIDATED STATEMENT OF CASH FLOW

mounts in Thousands} ADIIGX A "‘5
2nd quarter ﬁnd quarter
2011 2010

Net Income before tax 119,549 {15,763)
Add(less) .
Interest expense 44,654 57,950
Amortization of deferred interest 0,924 (12,390)
Depreciation and amortization 13,781 9,863
Dividend Income (2} -
Interest income (43,034) (29,124)
Equity in net earnings (loss) of associates )

and joint venture 6,687 {2,704)
Operating Income(loss) before working capital changes 151,559 7,834
Net Changes in Operating Assets and Liabilities o _ _

Decrease{Increase) current and non current asset (48,047} 196,542

{Decrease)increase current and non current liabilities : (520,057) (249,371
Cash paid for income 1axes (21,660) (1,497)
Cash from{used in) Qperating Activities (438,205} (46,492)
Cash from(used in} Investing Activities (929,702) 35,491
Cash from (used in) Financing Activities 3,424,621 (28,400}
Net Increase (decrease) in cash and cash equivalent 2,056,714 (39,401}
Cash and cash equivalent at the beginning of the year : 185,974 120,429
Cash and cash equivalent at the end of the period 2,242,688 81,028




GLOBAL-ESTATE RESORTs, INC; AND SU]?;SIDIARIES‘

AGING OF ACCOUNTS RECEIVABLE Annex B
AS OF JUNE 30, 2011
1 Aging of Accounts Receivable -
-1 CURRENI/NOT 7Monthsto b~
TOTAL YET DUE 1 Menth 2-3 Months 4-6 Months Year ) 1.2 Years 3-5 Years
Types of receivable
a. Trade/Other Receivable 3.154,824] . 2,783,281 172,499 78,650 65715| 346719
Net Receivable K 3,154,824




