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Pol] GT CARITAL

HOLDINGS, INCORPORATED

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of GT Capital Holdings, Inc. (the Company) is responsible for the preparation
and fair presentation of the parent company and consolidated financial statements for the years
ended December 31, 2014 and 2013, including the additional components attached therein, in
accordance with the prescribed financial reporting framework indicated therein.  This
responsibility includes designing and iroplementing internal controls relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error, selecting and applying appropriate accounting policies, and making accounting

estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements and submits the same to the
stockholders.

SyCip Gorres Velayo & Co., the independent auditors, appointed by the stockholders for the
years ended December 31, 2014 and 2013 have examined the parent company and consolidated
financial statements of the Company in accordance with Philippine Standards on Auditing, and in
their reports to the stockholders, have expressed their opinion on the fairness of presentation upon

completion of such examination.
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SyCip Gorres Velaye & Co Tel (632) 891 0307 BOA/PRC Reg. No. 0001,
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INDEPENDENT AUDITORS® REPORT

The Stockholders and the Board of Directors
GT Capital Holdings, Inc.

43rd Floor, GT Tower International

Ayala Avenue corner H.V. de la Costa Street
Makati City

We have audited the accompanying consolidated financial statements of GT Capital Holdings, Inc.
and subsidiaries, which comprise the consolidated staternents of financial position as at

December 31, 2014 and 2013 and the consolidated statements of income, consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated statements of
cash flows for each of the three years in the period ended December 31, 2014, and a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these conselidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal contro]
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due te fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit te obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

5

We believe that the audit evidence we have obtained is sufficient and appropriate to provide hasis for
our audit opinion. S e e i
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of GT Capital Holdings, Inc. and subsidiaries as at December 31, 2014 and 2013,
and their financial performance and cash flows for each of the three years in the period ended
December 31, 2014 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

/£ L. Lle

Vicky fee Salas

Partner

CPA Certificate No. 86838

SEC Accreditation No. 0]115-AR-3 (Group A),
February 14, 2013, valid until February 13, 2016

Tax ldentification No. 129-434-735

BIR Accreditation No. 08-001998-53-2012,
April 11, 2012, valid until April 10, 2015

PTR No. 4751290, January 5, 2015, Makati City

March 13, 2015
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GT CAPITAL HOLDINGS, INC. AND SUBSIDIARIES :
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION : e

December 31

2014

2013

ASSETS

Current Assets
Cash and cash equivalents (Note 4)

£29,702,403,992

P27,166,888,432

Short-term investments (Note 4) 1,308,977,823 1,466,463,867
Receivables (Note 5) 16,222,612,447 12,450,504,615
Reinsurance assets (Note 16} 3,879,399,977 4,965,577,810
Inventeries (Note 6) 31,426,388.818 20,813,304,994
Due from related parties (Note 27) 170,629,476 849,398,310
Prepayments and other current assets (Note 7) 5,468,288,896 5,969,225,750

Total Current Assets 88,178,701,429 73,681,763,798

Nonecurrent Assets

Receivables (Note 5)

Investments in associates and jointly controlled entities (Note 8)
Investment properties (Note 9)

Available-for-sale investments {Nete 10)

Property and equipment (Note 11)

Goodwill and intangible assets (Note 13)

Deferred tax assets (Note 29)

Other noncurrent assets (Note 14)

4,896,966,340
47,451,418,711
8,642,628,922
4,126,880,131
44,800,727,933
17,805,560,939
1,726,175,505
634,065,630

4,928,548,716
40,559,463,758
8,328,668,533
3,110,796,243
41,163,427.981
18,275,016,054
1,109,171,386
1,202,989,799

Total Noncurrent Assets

130,084,424,111

118,678,082,470

P218,263,125,540

P192,359,846,268

LIABILITIES AND EQUITY

Current Liabilities

Accounts and other payables (Note 15)
Insurance contract liabilities (Note 16)
Short-term debt (Note 17)

£19,279,966,498
5,665,033,403
2,347,000,000

P20,836,977,405
6,683,585,120
1,744,000,000

Current portion of long-term debt (Note 17) 3,060,558.380 3,364,221,243
Current portion of liabilities on purchased properties (Notes 20 and 27) 783,028,773 783,028,773
Customers’ deposits (Note 18) 2,549,222,602 1,844,221,010
Dividends payable (Note 27) 2,034,256,000 1,966,038,000
Due to related parties (Note 27) 176,045,423 188,385,414
Income tax payable 475,809,606 876,006,220
Other current liabilities (Note 19) 881,080,596 906,669,981

Total Current Liabilities 37,252,601,281 39,193,133,168

Noncurrent Liabilities

Long-term debt - net of current portien (Note 17)

Bonds payable (Note 17)

Liabilities on purchased properties - net of current portion

R42,117,518,167
21,774,719,662

B40,584,387,751
9,883,088,308

(Notes 20 and 27) 2,728,830,324 3,537,347,350
Pensicon liability (Note 28) 2,260,951,566 1,703,632,361
Deferred tax liabilities (Note 29) 3,532,153,823 3,251,740,846
Other noncurrent liabilities (Note 21) 2,654,446,638 1,642,761,605

Total Nencurrent Liabilities

75,068.620,180

60,602,958,221

- 112,321,221,461

99,796,091,389

1

(Forward)
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December 31
2014 2013
Equity
Equity attributable to equity holders of the Parent Company
Capital stock (Note 22) P1,743,000,000 B1,743,000,000
Additional paid-in capital (Note 22) 46,694,658,660 46,694 ,658,660
Treasury shares (Note 22) (2,275,000) (6,125,000)
Retained earnings (Note 22) 30,431,550,483 21,801,822,521
Net unrealized gain on available-for-sale investments (Note 10) 618,360,689 80,294,836
Net unrealized loss on remeasurements of defined benefit plans {419,273,541) (216,180,970)
Equity in net unrealized gain (loss) on available-for-sale
investments of assoclates (78,201,771) 4,687,958
Equity in translation adjustments of associates 391,456,226 417,142,069
Equity in net unrealized loss on remeasurements of defined benefit
plans of associates {614,849,501) (722,918,846)
Other equity adjustments (Note 22) 582,646,105 729,053,992
79,347,072 350 70,525,435,220
Non-controlling interests (Note 22) 26,594,831,729 22,038,319,659
Total Equity 105,941,904,079 92,563,754,879

P218,263,125,540 P192,359,846,268

See accompanying Notes to Consolidated Financial Statements.
P g
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GT CAPITAL HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31

2014 2013 2012
REVENUE
Automotive operations P108,816,378,011 P74,358,719,420 P
Net fees (Note 35) 18,973,393,331 16,944,068,872 12,845,109,991
Real estate sales 5,840,510,876 4,702,395,088 2,131,002,354

Equity in net income of associates and jointly
controlled entities (Note 8)

Net premium earned

Interest income (Note 23)

Rent income (Notes 9 and 30)

Sale of goods and services

Commission income

Gain (loss) on revaluation of previously held
interest (Note 31)

Gain from loss of control in a subsidiary (Note 8)

(Gain on bargain purchase (Note 31)

Other income (Note 23)

3,420,496,386
1,751,355,937
1,596,647,415
764,486,511
603,001,321
212,550,537

1,144,467,913

3,587,810,207
504,585,414
1,429,029,216
592,043,715
656,716,866
188,187,509

2,046,209,717

537,642,016

3,902,096,175

866,431,011
233,443,132
730,736,289
184,493,366

(53,949,714)
1,448,398,924

427,530,654

262,450,798

143,123,288,238

105,547,408,040

22,977,742,980

COSTS AND EXPENSES

Cost of goods and services sold (Note 23)

Cost of goods manufactured (Note 23)

Cost of rental (Note 30)

General and administrative expenses (Note 26)
Power plant operation and maintenance expenses

(Note 24)

Cost of real estate sales (Note 6)
Interest expense (Note 17)
Net insurance benefits and claims

70,596,786,954
24,213,432,167

270,091,940
11,494,777,384

10,327,712,446
4,333,871,992
3,240,637,751
784,238,933

45,469,459,666
19,986,100,133
113,149,475
9,280,561,619

8,945,435,941
3,666,932,487
3,462,323,310

289,524,812

680,910,846
5,744,033
3,553,276,894

6,711,049,473
1,342,018,241
1,749,782,179

125,261,549,567

91,213,487,443

14,042,781,666

INCOME BEFORE INCOME TAX
PROVISION FOR INCOME TAX (Note 29)

17,861,738,671
2,710,596,943

14,333,920,597
1,803,270,121

8,934961,314
287,650,596

NET INCOME

RI5,151,141,728

B12,530,650,476

P8,647,310,718

ATTRIBUTABLE TO:
Equity holders of the Parent Company
Non-controlling interests

R9,152,612,962
5,998,528,766

P§,640,186,114
3,890,464,362

P6,589,727,953
2,057,582,7635

PI5,151,141,728

P12,530,650,476

Pg8,647,310,718

Basic/Diluted Earnings Per Share Attributahle
to Equity Holders of the Parent Company

{Note 34)

B52.51

P49.70

P44.50

See accompanying Notes to Consolidated Financial Statements.
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GT CAPITAL HOLDINGS, INC. AND SUBSIDJARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2014

2013

2012

NET INCOME

OTHER COMPREHENSIVE INCOME
Htems that may be reclassified to profit or loss in
subsequent periods:
Changes in fair value of available-for-sale
investments (Note 10)
Equity in other comprehensive income of
associates (Note 8):
Changes in fair value of available-for-sale

P15,151,141,728

981,108,053

112,530,650,476

180,349,522

P8647,5310,718

(10,489.999)

investments (82,889,729) (2,949,386,183) 478,401,175
Translation adjustments (25,685,843} 380,717,747 (224,734,500}
872,532,481 (2,388,318,914) 243,176,676

Itemns that may not be reclassified to profit or loss
in subsequent periods:
Remeasurements of defined benefit plans
Equity in remeasurement of defined benefit
plans of associates
Income tax effect

(313,375,964)

154,384,777
47,697,356

(401,830,157)

(314,214,019)
214,813,253

(56,945,823)

(200,800,364)
77,323,856

(111,293,831)

(501,230,923)

(180,422,331)

TOTAL OTHER COMPREHENSIVE
INCOME (LOSS), NET OF TAX

761,238,650

(2,889,549,837)

62,754,345

TOTAL COMPREHENSIVE INCOME,
NET OF TAX

P15,912,380,378

P£0.641,100,639

P8,710,065,063

ATTRIBUTABLE TO:
Equity holders of the Parent Company
Non-controlling interests

E5,487,080,017
6,425,300,361

B5.779,620,383
3,861,480,256

P6,718,735,420
1,991,329,643

P15,912,350,378

£9.641,100,639

P8,710,065,063

See accompanying Notes to Consolidated Financial Statements.
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GT CAPITAL HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2014

2013

2012

CASH FLOWS FROM OPERATING
ACTIVITIES
Income before income tax
Adjustments for;
Equity in net income of asseciates and
jointly controlled entities (Note 8)
Interest expense (Note 17)
Depreciation and amortization {Note 11)
Gain from loss of control in a subsidiary
(Note 8)
Interest income {Note 23)
Gain on bargain purchase (Note 31)
Pension expense (Note 28)
Loss from initial recognition of financial asset
(Notes 26 and 27)
Loss (gain) on revaluation of previously held
interest (Note 31)
Dividend income (Note 23)
Gain on disposal of property and equipment
(Notes 11 and 23)
Gain on sale of available-for-sale investments
(Notes 10 and 23)
Provision for doubtful accounts (Note 26)
Loss on impairment of AFS (Note 26)
Unrealized foreign exchange losses (Note 26)

P17,861,738,671

(3,420,496,386)
3,240,637,751
3,203,076,123

(1,596,647,415)

337,009,887

(53,379,614)
(90,170,461)

(11,719,110)
195,221,699
10,219,296
1,106,204

P14,333,920,597

(3,587,810,207)
3,462,323,309
2,857,274,685

(1,429,029,216)

329,461,750
275,000

(2,046,209,717)
(77,277,481

(15,998,480}

(8,522,850)
44,467,476

42,309,137

P8,934,961,314

(3,902,096,175)
1,749,782,179
1,629,115,327

{1,448,398,924)
(866,431,011)
(427,530,654)

105,727,646

94,224,170

53,949,714

(8,316,148)

7,113,039

Operating income before changes in
working capital
Decrease (increase) in:
Short-term investments
Receivables
Reinsurance assets

19,676,596,645

157,486,044
(1,793,807,708)
1,086,177,833

13,905,184,003

(1,466,463,867)
(3,567,427,696)
(1,264,065,439)

5,922,100,477

1,230,216,844

3,002,358

Inventories {12,544,562,218) (1,241,257,020)

Due from related parties 274,475,218 (360,355,721) 877,422,046

Prepayments and other current assets 602,445,853 612,622,867 (4,058,602,627)

Increase (decrease) im:

Accounts and other payables (891,290,864) 3,247,434,285 (581,033,757)

Insurance contract liabilities {1,018,551,718) 1,356,875,814 -

Customers’ deposits 705,001,592 868,420,502 516,701,865

Due to related parties (12,339,991} (2,879,307) (212,333,429)

Other current liabilities (1,732,347,398) (558,335,421) 693,497,586
Cash provided by operations 4,509,283,288 11,829,753,000 4,390,971,363
Dividends paid (Note 22) (4,775,079,474) (2,972,214,411) (2,550,817,000)
Interest paid (2,955,450,666) (4,035,343,587) {1,468,593,272)
[ncome tax paid {(2,832,193,988) (1,031,375,223) (383,256,129)
Interest received 1,541,988,610 1,498,796,846 749,895,600
Dividends received 53,379,614 833,163,900 157,156,316
Contributions to pension plan assets (Note 28) (128,837,564) (108,214,980) -
Net cash provided by (used in) operating activities 6,014,565,545 895,356,878

{Forward}

-(4,586,910,180)
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Years Ended December 31

2014 2013 2012
CASH FLOWS FROM INVESTING
ACTIVITIES
Proceeds from:
Disposal of property and equipment B674,898,990 B160,733,099 P50,915,037

Sale of available-for-sale investments
Settlement of deposits (Note 12)
Settlement of long-term cash investments
{Note 27)
Additions to:
Investments in associates and jointly
controlled entities (Note 8)
Investment properties (Note 9)
Property and equipment (Note 11)
Available-for-sale investments
Intangible assets (Note 13)
Acquisition of subsidiary, net of cash acquired
(Note 31)
Redemption of non-controiling interests in
consolidated subsidiaries (Notes 22 and 31)
Decrease (increase} in other noncurrent assets

565,512,917

(3,031,440,108)
(87,139,476)
(6,663,495,390)
(594,427,916)
(11,966,724)

(281,560,366)

(56,437,284)

62,977,803
2,085,000,000

(502,243,750)
(143,738,791)
(7,025,386,058)
690,297,705
(9,201,020)

2,677,274,289

(200,078,395)

2,000,000,000

2,440,084,378
(4,500,000,965)
(2,968,258,325)
(1,152,938,297)
(10,727,484)

7,903,548,151

(5,916,922.941)
1,529,235,323

Net cash used in investing activities

(9,486,055,357)

(2,204,365,118)

(625,065,123)

CASH FLOWS FROM FINANCING
ACTIVITIES
Proceeds from:
Issuance of bonds payable
Loan availments
Issuance of capital stock (Note 22)
Proceeds from initial public offering (Note 22)
Payment of loans payable
Increase (decrease) in:
Liabilities on purchased properties
Other noncurrent liabilities
Non-controiling interests (Note 22)

11,875,378,311
7.659,598,455

(5,800,381,750)
(808,517,026)

1,006,184,785
2,677,324,506

9,894,756,979
7,340,500,000
10,105,185,000

(18,047,447,689)
1,739,801,352

858,005,716
(45,092,694)

14,010,809,241
(5,755,695,795)

2,580,574,771

Net cash provided by financing activities

16,609,587,281

11,845,708,664

10,835,688,217

EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS

(1,106,204)

(42,309,137)

(7,113,039}

NET INCREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR

2,535,515,540

27,166,888,452

15,613,599,954

11,553,288,498

11,098,866,933

454 421,565

CASH AND CASH EQUIVALENTS AT
END OF YEAR (Note 4)

£29,702,403,992

£27,166,888,452

P11,553,288,498

See accompanying Notes to Consolidated Financial Statements.
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GT CAPITAL HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Corporate Information

GT Capital Holdings, Inc. (the Parent Company) was organized and registered with the Philippine
Securities and Exchange Commission (SEC) on July 26, 2007. The primary purpose of the Parent
Company is to invest in, purchase, or otherwise acquire and own, hold, use, sell, assign, transfer,
lease, mortgage, exchange, develop or otherwise dispose of real property of every kind and
description, including shares of stocks, bonds, debentures, notes, evidences of indebtedness, and
other securities or obligations of any corporation or corporations, associations, domestic or
foreign, and to possess and exercise in respect thereof all the rights, powers and privileges of
ownership, including all voting powers of any stock so owned.

The common shares of the Parent Company were listed beginning April 20, 2012 and have since
been traded in the Philippine Stock Exchange, Inc. (PSE).

The ultimate parent of GT Capital Holdings, Inc. is Grand Titan Capital Holdings, Inc. (Grand
Titan).

Group Activities

The Parent Company, Federal Land, Inc. (Fed Land) and Subsidiaries (Fed Land Group), Charter
Ping An Insurance Corporation (Charter Ping An or Ping An), Toyota Motor Philippines
Corporation (Toyota or TMPC) and Subsidiaries (Toyota Group), Global Business Power
Corporation (GBPC) and Subsidiaries (GBPC Group) and Toyota Cubao, Inc. (TCI) and
Subsidiary (TCI Group) are collectively referred herein as the “Group”. The Parent Company, the
holding company of the Fed Land Group (real estate business), Charter Ping An (non-life
insurance business), Toyota Group (automotive business), GBPC Group (power generation
business) and TCI Group (automotive business) is engaged in investing, purchasing and holding
shares of stock, notes and other securities and obligations.

The principal business interests of the Fed Land Group are real estate development and leasing
and selling properties and acting as a marketing agent for and in behalf of any real estate
development company or companies. The Fed Land Group is also engaged in the business of
trading of goods such as petroleum, non-fuel products on wholesale or retail basis, maintaining a
petroleum service station and food and restaurant service.

GBPC was registered with the Philippine SEC on March 13, 2002 primarily to invest in, hold,
purchase, import, acquire (except land), lease, contract or otherwise, with the limits allowed for by
law, any and all real and personal properties of every kind and description, whatsoever, and to do
acts of being a holding company except to act as brokers dealers in securities.

Toyota Group is engaged in the assembly, manufacture, importation, sale and distribution of all
kinds of motor vehicles including vehicle parts, accessories and instruments.

Charter Ping An is engaged in the business of nonlife insurance which includes fire, motor car,
marine hull, marine cargo, personal accident insurance and other products that are permitted to be
sold by a nonlife insurance company in the Philippines.

TC1 is engaged in purchasing traging; exchamnging, distributing, marketing, repairing and
servicing automobiles, truckgland alkkinds of motor vehicles aad automobile products of every
kind and description, motor vehiclE | parts -aecessories, tools and supplies and equipment items.
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The Parent Company also has significant shareholdings in Metropolitan Bank & Trust Co.
{MBTC), Philippine AXA Life Insurance Corporation (AXA Philippines or Phil AXA}, Toyota
Manila Bay Corporation (TMBC) and Toyota Financial Services Philippines Corporation
(TFSPC).

The registered office address of the Parent Company is at the 43rd Floor, GT Tower International,
Avala Avenue corner H.V. de [a Costa Street, 1227 Makati City.

Summary of Significant Accounting Policies

Basis of Preparation

The accompanying consolidated financial statements of the Group have been prepared using the
historical cost basis except for available-for-sale (AFS) investments which have been measured at
fair value. The Group’s consolidated financial statements are presented in Philippine Peso (B), the
Parent Company’s functional currency. All values are rounded to the nearest peso unless
otherwise indicated.

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

Basis of Consolidation
The consolidated financial statements of the Group comprise the financial statements of the Parent
Company and the following wholly and majority-owned domestic subsidiaries:

Direct Percentages Effective Percentages

of QOwnership of Ownership

Country of December 31 December 31
Incorporation 2014 2013 2012 2014 2013 2012
Fed Land and Subsidiaries Philippines 100.00 100,00 1060.00 100.00 100.00 100.00
Charter Ping An -do- 100.00 66.67 - 100.00 74.97 -
TCI and Subsidiary -do- 52.01 - - 52,01 - -
GBPC and Subsidiaries -do- 51.27 50.89 50.89 52.45 53.16 62.98
Toyota and Subsidiaries -do- 51.00 51.00  36.00 51.00 51.00 36.00

Fed Land’s Subsidiaries

Percentage of Ownership
2014 2013 2012

FLI - Management and Censultancy, Inc. (FMCI) 100.00 100.00  100.00
Baywatch Project Management Corporation (BPMC) 100.00 100.00  100.00
Horizon Land Property and Development Corp. (HLPDC) 100.00 100.00 100.00

Omni ~ Orient Management Corp.
(Previously as Top Leader Property Management Corp.) (TLPMC) 100.00  100.00  100.00

Central Realty and Development Corp. (CRDC) 75.80 75.80 75.80
Federal Brent Retail, Inc. (FBRI) 51.66 51.66 51.66
Fedsales Marketing, Inc. (FMI)* - - 100.00
Harbour Land Realty & Development Corporation (HLRDC)** - — 160.00
Southern Horizon Development Corporation (SHDC)** - - 100.00
Omm Qrient Marketing Network,-—luc_£QQMNI_)* - - §7.80

On February 18, 2013, the BOD of Fell Land bpprovea’ the merger of Fed Landrand-its-two subsidiaries namely FMI and OOMNI, where
Fed Land will be the surviving entity ,a’.the m*o .s‘ubs]dmﬂes er be fhe qbsarbea’ entrries The merger was approved by the Philippine
SEC on November 29, 2013.

> On May 8, 2013, the BOD ofHLPDCi HLRDC ana’ SHDC approved:ﬁe marger ofrhe H:ree entities where HLPDC will be the surviving
entity and HLRDC and SHDC will belth‘q{;mrbea’ gm‘mgs J?pe mgrger Wiy approvea’by the SEC on Ocraber 24, 2013,
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GBPC’s Subsidiaries

Percentage of Ownership

2014 2013
ARB Power Venture, Inc. (APV]) 100.00 100.00
Toledo Holdings Corp. (THC) 100.00 160.00
Toledo Cebu Int’l Trading Resources Corp. (TCITRC) 100.00 100.00
Toledo Power Company (TPC) 100.00 100.00
GBH Power Resources, Inc, (GPRI) 100.00 100.00
Global Energy Supply Corp. (GESC) 100.00 100.00
Mindanao Energy Development Corporation (MEDC) 100.00 100.00
Global Hydro Power Corporation (GHPC) 100.00 -
Global Renewables Power Corporation (GRPC) 100.00 -
Global Formosa Power Holdings, inc. (GFPHI) 93.20 93.00
Panay Power Holdings Corp (PPHC) 89.30 §9.30
Panay Power Corp. (PPC) 89.30 §9.30
Panay Energy Development Corp. (PEDC) 89.30 §9.30
Cebu Energy Development Corp. (CEDC) 52.18 52.18
GBH Cebu Limited Duration Company (GCLDC) - 103.00

GCLDC was liquidated on December 1, 2014, GHPC and GRPC were incorporated on
March 17, 2014 and April 8, 2014, respectively.

Tovota’s Subsidiaries

Percentage of Ownership

Toyota Makati, Inc. (TMI) 100.00
Lexus Manila, Inc. (LMI) 75.00
Toyota San Fernando Pampanga, Inc. (TSFI) 55.00

TCI has investments in Oxfordshire Holdings, Inc., a wholly owned subsidiary.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the date when such control ceases. Control
is achieved when the Parent Company is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee. Consolidation of subsidiaries ceases when control is transferred out of the Parent
Company.

Specifically, the Parent Company controls an investee if, and only if, the Parent Company has:

e power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee),

e cxposure or rights to variable returns from its involvement with the investee; and

e the ability to use its power over the investee to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Parent Company, using consistent accounting policies except for Charter Ping An which uses the
revaluation method in accounting for its condominium units included as part of ‘Property and
equipment’ account in the consolidated statement of financial position. The carrying values of the

ATAIMEROTRFAMOR R



condominium units are adjusted to eliminate the effect of revaluation and to recognize the related
accumnulated depreciation based on the original acquisition cost to align the measurement with the
Group’s accounting policy. All intragroup transactions, balances, income and expenses resulting

from intragroup transactions and dividends are eliminated in full on consolidation.

Non-controlling interests (NCI) represent the portion of profit or loss and net assets in a subsidiary
not attributed, directly or indirectly, to the Parent Company. The interest of non-centrolling
shareholders may be initially measured at fair value or share of the acquiree’s identifiable net
assets. The choice of measurement basis is made on an acquisition-by-acquisition basis.
Subsequent to acquisition, NCI consists of the amount attributed to such interests at initial
recognition and the NCI’s share of changes in equity since the date of combination.

NCI are presented separately in the consolidated statement of income, consolidated statement of
comprehensive income, consolidated statement of changes in equity and within equity in the
consolidated statement of financial position, separately from the Parent Company’s equity.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the
equity holders of the Parent Company and to the NCI, even if that results in the NCI having a
deficit balance.

If the Group loses control over a subsidiary, it:

¢ derecognizes the assets (including goodwill) and liabilities of the subsidiary, the carrying
amount of any NCI and the cumulative translation differences, recorded in equity;

s recognizes the fair value of the consideration received, the fair value of any investment
retained and any surptus or deficit in profit or loss; and

e reclassifies the parent’s share of components previously recognized in other comprehensive
income to profit or toss or retained earnings, as appropriate, as would be required if the Group
had directly disposed of the related assets or liabilities.

Business Combinations Involving Entities Under Common Control

A business combination involving entities under commeon control is accounted for using the
uniting of interest method, except when the acquisition is deemed to have commercial substance
for the Group, in which case the business combination is accounted for under the acquisition
method. The combined entities accounted for by the uniting of interests method reports the results
of operations for the period in which the combination occurs as though the entities had been
combined as of the beginning of the period. Financial statements of the separate entities presented
for prior years are also restated on a combined basis to provide comparative information. The
effects of intercompany transactions on assets, liabilities, revenues, and expenses for the periods
presented, and on retained earnings at the beginning of the periods presented are eliminated to the
extent possible.

Under the uniting of interest method, the acquirer accounts for the combination as follows:

e the assets and liabilities of the acquiree are consolidated using the existing carrying values
instead of fair values;

» intangible assets and contingent liabilities are recognized only to the extent that they were
recognized by the acquiree in accordance with applicable PFRS;

* no amount is recognized as goodwill;

e any non-controlling interest is measured as a proportionate share of the book values of the
related assets and liabilities; and

e comparative amounts are restated as if the combination had taken place at the beginning of the
earliest comparative period presented.
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The acquiree’s equity are included in the opening balances of the equity as a restatement and are
presented as ‘Effect of uniting of interest’ in the consolidated statement of changes in equity.
Cash considerations transferred on acquisition of a subsidiary under common control are deducted
in the ‘Retained earnings’ at the time of business combination.

When evaluating whether an acquisition has commercial substance, the Group considers the
following factors, among others:

» the purpose of the transaction;
¢ the involvement of outside parties in the transaction, such as NCI or other third parties; and
¢ whether or not the transaction is conducted at fair value.

Business Combinations and Goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition
is measured as the aggregate of the fair values, at the date of exchange, of assets given, hiabilities
incurred or assumed, and equity instruments issued by the Group in exchange for control of the
acquiree. For each business combination, the acquirer ¢lects whether to measure the non-
controlling interests in the acquiree either at fair value or at the proportionate share of the
acquiree’s identifiable net assets at the date of acquisition. Acquisition-related costs are expensed
and included in the consolidated statement of income.

When the Group acquires a business, it assesses the financial assets and liabilities of the acquiree
for appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree. The Group also assesses whether assets or
fiabilities of the acquiree that are previously unrecognized in the books of the acquiree will require
separate recognition in the consolidated financial statements of the Group at the acquisition date.

In a business combination achieved in stages, the Group remeasures its previously-held equity
interest in the acquiree at its acquisition-date fair value and recognizes the resulting gain or loss, if
any, in the consolidated statements of income. Any recognized changes in the value of its equity
interest in the acquiree previously recognized in other comprehensive income are recognized by
the Group in profit or loss, as if the previously-held equity interest are disposed of.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at
the acquisition date. Subsequent changes to the fair value of the contingent consideration which 1s
deemed to be an asset or liability will be recognized either in the consolidated statements of
income or as changes to other comprehensive income. If the contingent consideration is classified
as equity, it shall not be remeasured untit it is finally settled within equity.

If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group reports provisional amounts for the items for
which the accounting incomplete. Those provisional amounts are adjusted during the
measurement period, or additional assets or liabilities are recognized, to reflect new information
obtained about facts and circumstances that existed as at the acquisition date that if known, would
have affected the amounts recognized as at that date. The measurement period is the period from
the date of acquisition to the date the Group receives complete information about facts and
circumstances that existed as at the acquisition date and is subject to a maximum of one year.

Goodwill is initially measured as the excess of the aggregate of the consideration transferred, the

amount recognized for any non-controlling interest in the acquiree and the fair value of the
acquirer’s previously-held interest, if any, over the fair value of the net assets acquired.
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If after reassessment, the fair value of the net assets acquired exceeds the consideration
transferred, the amount recognized for any non-controlling interest in the acquiree and the fair
value of the acquirer’s previously-held interest, if any, the difference is recognized immediately in
the consolidated statements of income as “Gain on bargain purchase’.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Any impairment loss is recognized immediately in the consolidated statements of income and is
not subsequently reversed. For the purpose of impairment testing, goodwill acquired in a business
combination is allocated to each of the Group’s cash-generating units (CGU) that are expected to
benefit from the combination from the acquisition date irrespective of whether other assets or
liabilities of the acquiree are assigned to those units.

Goodwill is not amortized but is reviewed for impairment at least annually. Any impairment
losses are recognized immediately in profit of loss and is not subsequently reversed.

Where goodwill forms part of a CGU and part of the operation within that unit is disposed of, the
goodwill associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in
this circumstance is measured based on the relative values of the operation disposed of and the
portion of the CGU retained.

Change in Ownership without Loss of Control

Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions. In such circumstances, the carrying amounts of the
controlling and NCI are adjusted by the Group to reflect the changes in its relative interests in the
subsidiary. Any difference between the amount by which the NCI is adjusted and the fair value of
the consideration paid or received is recognized directly in equity and attributed to the equity
holders of the Parent Company.

Changes in Accounting Policies and Disclosures

The accounting policies are consistent with those of the previous financial year except for the
following new and amended PFRS, Philippine Accounting Standards (PAS) and Philippine
Interpretation which were adopted as of January 1, 2014.

The following new and amended standards and interpretations did not have any impact on the
accounting policies, financial positition or performance of the Company.

New and Amended Accounting Standards

s PAS 32, Financial Instruments: Presentation Offsetting Financial Assets and Financial
Liablities (Amendments)

e PAS 39, Financial Instruments: Recognition and Measurement — Novation of Derivatives of
Derivatives and Continuation of Hedge Accounting (Amendments)

e  Philippine Interpretation [FRIC 21, Levies

Annual Improvements to PFRSs (2010 — 2012 cycle)
s PFRS 13, Fair Value Measurement

Annual Improvements 10 PFRSs (2011 — 2013 cycle)
o PFRS 1, First-time Adoption of PFRS
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Standards that have been adopted and are deemed to have impact in the financial statements or
performance of the Company are described below:

PAS 36, Impairment of Assets - Recoverable Amount Disclosures for Non-Financial Assets
{Amendments)

These amendments remove the unintended consequences of PFRS 13, Fair Value Measurement,
on the disclosures required under PAS 36. In addition, these amendments require disclosure of the
recoverable amounts for assets or cash-generating units (CGUs) for which impairment loss has
been recognized or reversed during the period. The application of these amendments has no
material impact on the disclosure in the Group’s consolidated financial statements.

Significant Accounting Policies

Cash and Cash Equivalents

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

Fair Value Measurement
The Group measures financial instruments, such as AFS investments, at fair value at each
consolidated statement of financial position date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

¢ in the principal market for the asset or liability, or
e in the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to the Group. The fair value of
an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their best economic interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which

sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the vuse of unobservable inputs.
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All assets and liabilities for which fair value is measured or disclosed in the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level
input that is significant to the fair value measurement as a whole:

o Level 1 Quoted (unadjusted) market prices in active markets for identical assets or liabilities

* Level 2 Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

» Level 3 Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the financial statements on a recurring basis, the
Group determines whether transfers have occurred between levels in the hierarchy by reassessing
categorization (based on the lowest level input that is significant to the fair value measurement as
a whote) at the end of each reporting period.

Financial Instruments - Initial Recognition and Subsequent Measurement

Date of recognition

The Group recognizes a financial asset or a financial lability in the consolidated statement of
financial position when it becomes a party to the contractual provisions of the instrument.
Purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace are recognized on the trade date, which
is the date when the Group commits to purchase or sell assets.

Initial recognition of financial instruments

All financiai assets are initially recognized at fair value. Except for financial assets and financjal
liabilities at fair value through profit or loss (FVPL), the initial measurement of financial assets
and financial liabilities includes transaction costs. The Group classifies its financial assets in the
following categories: financiat assets at FVPL, held-to-maturity (HTM) investments, AFS
investments, and loans and receivables. The Group classifies its financial [iabilities as either
financial liabilities at FVPL or other financial liabilities. 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 its investments at initial recognition and, where
altowed and appropriate, re-evaluates such designation at every reporting date.

As of December 31, 2014 and 2013, the Group has no financial assets and financial liabilities at
FVPL and HTM investments. The Group’s financial instruments include loans and receivables,
AFS investments and other financial liabilities,

Determination of fair value

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

For all other financial instruments not listed in an active market, the fair value is determined by
using appropriate valuation techniques. Valuation techniques include net present value
techniques, comparison to simitar instruments for which market observable prices exist, option
pricing models, and other relevant valuation models. The inputs to these models are derived from
observable market data where possible, but where observable market data are not available,
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Jjudgment is required to establish fair values. The judgments include considerations of liquidity
and model inputs such as volatility for longer dated derivatives and discount rates.

‘Day 1’ difference

Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from observable markets, the Group recognizes the difference
between the transaction price and fair value (a ‘Day 1’ difference) in the consolidated statement of
income under “Interest income™ and “Interest expense™ accounts unless it qualifies for recognition
as some other type of asset or liability. In cases where transaction price used is made of data
which is not observable, the difference between the transaction price and model value is only
recognized in the consolidated statement of 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’ difference amount,

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments and fixed
maturities that are not quoted in an active market. They are not entered into with the intention of
immediate or short-term resale and are not designated as AFS investments or financial assets at
FVPL. This accounting policy relates to the accounts in the consolidated statement of financial
position "Receivables’, "Due from related parties’, ‘Deposits’, and ‘Cash and cash equivalents’.

Receivables are recognized initially at fair value which normally pertains to the billable amount.
After initial measurement, loans and receivables are subsequently measured at amortized cost
using the effective interest method, less allowance for impairment. Amortized cost is calculated
by taking into account any discount or premium on acquisition and fees that are an integral part of
the effective interest rate. The amortization is included in ‘Interest income’ in the consolidated
statement of income. The losses arising from impairment of such loans and receivables are
recognized in the consolidated statement of income.

AFS investments

AFS investments are those which are designated as such or do not qualify to be classified as
designated at FVPL, HTM investments, or [oans and receivables. They are purchased and held
indefinitely, and may be sold in response to liquidity requirements or changes in market
conditions. The Group’s AFS investments pertain to quoted and unquoted equity securities and
other debt instruments.

After initial recognition, AFS investments are measured at fair value with gains or losses
recognized as a separate component of equity until the investment is derecognized or until the
imvestment is determined to be impaired, at which time the cumulative gain or loss previously
included in equity are included in the consolidated statement of income. Dividends on AFS equity
instruments are recognized in the consolidated statement of income when the entity’s right to
receive payment has been established. Interest earned on holding AFS debt instruments are
reported in the statement of income as ‘Interest income’ using the effective interest method.

The fair value of investments that are traded in active markets is determined by reference to
quoted market bid prices at the close of business on the reporting date. The unquoted equity
instruments are carried at cost less any impairment losses because fair value cannot be measured
reliably due to the unpredictable nature of future cash flows and the lack of suitable methods of
arriving at a reliable fair value.
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Other financial liabilities

These are financial liabilities not designated at FVPL where the substance of the contractual
arrangement results in the Group having an obligation either to deliver cash or another financial
asset to the holder or to satisfy the obligation other than by the exchange of a fixed amount of
cash. After initial measurement, other financial liabilities are subsequently measured at amortized
cost using the effective interest method. Amortized cost is calculated by taking into account any
discount or premium on the issue and fees that are an integral part of the EIR.

This accounting policy applies primarily to the Group’s ‘Accounts and other payables’, ‘Long-
term debt’, ‘Liabilities on purchased properties’, ‘Due to related parties” and other obligations that
meet the above definition (other than liabilities covered by other accounting standards, such as
mcome tax payable). The components of issued financial instruments that contain both liability
and equity elements are accounted for separately, with the equity component being assigned the
residual amount after deducting from the instrument, as a whole, the amount separately
determined as the fair value of the liability component on the date of issue.

Impairment of Financial Assets

The Group assesses at each reporting date whether there is objective evidence that a financial asset
or a group of financial assets is impaired. A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one
or more events that has occurred after the initial recognition of the asset (an incurred ‘loss event’)
and that loss event (or events} has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the borrower or a group of borrowers is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will
enter bankruptcy 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.

Loans and receivables

For loans and receivables carried at amortized cost, the Group first assesses whether objective
evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant,

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows (excluding future credit losses that have not been incurred). The
present value of the estimated future cash flows is discounted at the financial asset’s original EIR.
If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the
current EIR, adjusted for the original credit risk premium. The carrying amount of the asset 1s
reduced through the use of an allowance account and the amount of loss is charged to the
consolidated statement of income. Interest income continues to be recognized based on the
original EIR of the asset.

If the Group determines that no objective evidence of impairment exists for individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses for impairment. Those characteristics
are relevant to the estimation of future cash flows for groups of such assets by being indicative of
the debtors’ ability to pay all amounts due according to the contractual terms of the assets being
evaluated. Assets that are individually assessed for impairment and for which an impairment loss
is, or continues to be, recognized are not included in the collective assessment for impairment.
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For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis
of such credit risk characteristics as past due status and term. Future cash flows in a group of
financial assets that are collectively evaluated for impairment are estimated on the basis of
historical loss experience for assets with credit risk characteristics similar to those in the group.
Historical loss experience is adjusted on the basis of current observable data to reflect the effects
of current conditions that did not affect the period on which the historical loss experience is based
and to remove the effects of conditions in the historical period that do not exist currently, The
methodology and assumptions used for estimating future cash flows are reviewed regularly by the
Group to reduce any differences between loss estimates and actual loss experience.

Loans, together with the associated allowance accounts, are written off when there is no realistic
prospect of future recovery and all collateral has been realized. If, in a subsequent vear, the
amount of the estimated impairment loss decreases because of an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed. Any
subsequent reversal of an impairment loss is recognized in the consolidated statement of income,
to the extent that the carrying value of the asset does not exceed its amortized cost as at the
reversal date.

AFS investments
For AFS investments, the Group assesses at each reporting date whether there is objective
evidence that a financial asset or group of financial assets is impaired.

In case of equity instruments classified as AFS investments, this would include a significant or
prolonged decline in the fair value of the investments below its cost. Where there is evidence of
impairment, the cumulative loss, measured as the difference between the acquisition cost and the
current fair value, less any impairment loss on that financial asset previously recognized in the
consolidated statement of income, is removed from the statement of changes in equity and
recognized in the consolidated statement of income. Impairment losses on equity instruments are
not reversed through profit or loss. Increases in fair value after impairment are recognized directly
in the consolidated statement of comprehensive income.

In the case of debt instruments classified as AFS investments, impairment is assessed based on the
same criteria as financial assets carried at amortized cost. Future interest income is based on the
reduced carrying amount and is accrued based on the rate of interest used to discount future cash
flows for the purpose of measuring impairment loss. Such accrual is recorded as ‘Interest income’
in the statement of income. If, in the subsequent vear, the fair value of the debt instrument
increases and the increase can be objectively related to an event occurring after the impairment
loss was recognized in the consolidated statement of income, the impairment loss is reversed
through the consolidated statement of income.

Derecognition of Financial Assets and Liabilities

Financial asset

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

a. therights to receive cash flows from the asset have expired;

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

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

Financial liability

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

Offsetting Financial Instruments

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

Inventories

Real estate inventories

Property acquired that are being developed or constructed for sale in the ordinary course of
business, rather than to be held for rental or capital appreciation, is held as real estate inventory.
Real estate inventories consist of land and improvements, and condominium units held for sale,

Land and improvements consists of properties that is held for future real estate projects and are
carried at the lower of cost or net realizable value (NRV). Cost includes the acquisition cost of the
land and those costs incurred for development and improvement of the properties. Upon
commencement of real estate project, the subject land is transferred to ‘Condominium units held
for sale’.

Costs of condominium units held for sale includes the carrying amount of the fand transferred
from ‘Land and improvements’ at the commencement of its real estate projects and those costs
incurred for construction, development and improvement of the properties, including capitalized
borrowing costs.

Gasoline retail, petroleum products and chemicals
Cost is determined using first-in, first-out method. The costs of oil, petroleum products and
chemicals include cost incurred for acquisition and freight charges.

Power inventories

Inventories, at GBPC Group, which consist of coal, industrial fuel, tubricating oil, spare parts and
supplies are stated at the lower of cost and NRV. Cost is determined using the weighted average
method while the NRV is the current replacement cost. In determining the NRV, the Group
considers any adjustment necessary for obsolescence.
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Automotive inventories

These are inventories of the Toyota Group which are valued at the lower of cost or NRV. NRV is
the estimated selling price in the ordinary course of business, less the estimated costs of
completion, marketing and distribution.

Costs incurred in bringing each product to its present location and condition are accounted for as
follows:

Raw materials and spare parts — Purchase cost on a weighted average cost
Finished goods and work-in- — Cost of direct material and labor and propoition of fixed
process and overhead manufacturing costs allocated based on
normal operating capacity
Raw materials and spare parts — Cost is determined using the specific identification
in-transit method

Investments in Associates and Jointly Controlled Entities

This account includes advances for future stock acquisition on investee companies. Investments
in associates and jointly-controlled entities are accounted for under the equity method of
accounting. An associate is an entity in which the Group has significant influence and which is
neither a subsidiary nor a jointly-controlled entity of the Group. A joint venture is a contractual
agreement whereby two or more paities undertake an economic activity that is subject to joint
control.,

An investment is accounted for using the equity method from the day it becomes an associate ora
jointly-controlled entity. On acquisition of investment, the excess of the cost of investment over
the investor’s share in the net fair value of the mvestee’s identifiable assets, habilities and
contingent liabilities is accounted for as goodwill and included in the carrying amount of the
investment and is neither amortized nor individually tested for impairment. Any excess of the
investor’s share of the net fair value of the associate’s identifiable assets, liabilities and contingent
liabilities over the cost of the investment is excluded from the carrying amount of the investment,
and is included as income in the determination of the share in the earnings of the investee.

Under the equity method, the investments in and advances to associates and jointty-controlled
entities are carried in the consclidated statement of financial position at cost plus post-acquisition
changes in the Group’s share in the net assets of the investees, [ess any impairment in value.

The consolidated statement of comprehensive income reflects the Group’s share in the results of
operations of the investee companies and the Group’s share on movements in the investee’s OCI
are recognized directly in OCI in the consolidated financial statements. The Group’s share on
total comprehensive income of an associate is shown in the consolidated statement of income and
consolidated statement of comprehensive income. The aggregate of the Group’s equity in net
income of associates and jointly controlled entities is shown on the face of the consolidated
statement of income as part of operating profit and represents profit or loss after tax and non-
controlling interests in the subsidiaries of the associate and jointly controlled entities.

Profits and losses resulting from transactions between the Group and the investee companies are
eliminated to the extent of the interest in the investee companies, and for unrealized losses, to the
extent that there 1s no evidence of impairment of the assets transferred. Dividends received from
investee companies are treated as a reduction of the accumulated earnings included under
‘Investments in associates and jointly controlled entities’ account in the consolidated statement of
financial position.
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The Group discontinues applying the equity method when its investments in investee companies
are reduced to zero. Accordingly, additional losses are not recognized unless the Group has
guaranteed certain obligations of the associates or jointly-controlled entities. When the investees
subsequently report net income, the Group will resume applying the equity method but only after
its equity in the net income equals the equity in net losses of associates and jointly-controlled
entities not recognized during the period the equity method was suspended.

Upon loss of significant influence over the associates or joint control over the jointly controlled
entities, the Group measures and recognizes any retained investments at its fair value. Any
difference between the carrying amount of the associate or JV upon loss of significant influence or
Jjoint control upon loss of significant influence or joint control and the fair value of the retained
investment and proceeds from disposal in retained investments and proceeds from disposal in
recognized in profit or loss.

Investment Properties

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

Depreciation and amortization of investment properties are computed using the straight-line
method over the estimated useful lives (EUL) of the properties which is 25 years.

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

Transfers are made to investment property when there is a change in use, evidenced by ending of
owner-occupation, commencement of an operating lease to another party or ending of construction
or development. Transfers are made from investment property when and only when there is a
change in use, evidenced by commencement of owner-occupation or commencement of
development with a view to sale. Transfers between investment property, owner-occupied
property and inventories do not change the carrying amount of the property transferred and they
do not change the cost of that property for measurement or disclosure purposes.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization and any
impairment in value. The initial cost of property and equipment comprises its purchase price,
including import duties, taxes and any directly attributable costs of bringing the property and
equipment to its working condition and location for its intended use, including capitalized
borrowing costs.

Construction-in-progress (CIP) is stated at cost. This includes cost of construction and other direct
costs. CIP is not depreciated until such time that the relevant assets are completed and put into
operational use.

Power plant construction in progress represents power plant complex under construction and is
stated at cost. Cost of power plant construction in progress includes purchase price of the
components, capitalized borrowing cost, cost of testing and other directly attributable cost of
bringing the asset to the location and condition necessary for it to be capable of operating in the
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manner intended by management. CIP is not depreciated until such time that the relevant assets
are ready for use.

Major repairs are capitalized as part of property and equipment only when it is probable that future
economic benefits associated with the item will flow to the Group and the cost of the items can be
measured reliably. All other repairs and maintenance are charged against operations as incurred.

Depreciation and amortization of property and equipment commences once the property and
equipment are available for use and are calculated on the straight-line basis over the following
EUL of the property and equipment as follows

Years
Transportation equipment 5
Furmniture, fixtures and equipment 5
Leaschold improvements 2 to 10 or lease term (whichever is shorter)
Machineries, tools and equipment Jtos
Building 20to 40
Boilers and powerhouse 91to 25
Turbine generators and desox system 9to 25
Buildings and land improvements Oto25
Electrical distribution system 7to25
Other property and equipment 3tos

The assets” residual values, EUL and depreciation and amortization method are reviewed
periodically to ensure that the period and method of depreciation and amortization are consistent
with the expected pattern of economic benefits from items of property and equipment.

Transfers are made from property and equipment, when there is a change in use, evidenced by
ending of owner-occupation, and with a view of sale.

Impairment or losses of items of property, plant and equipment, related claims for or payments of
compensation from third parties and any subsequent purchase or construction of replacement
assets are separate economic events and are accounted for separately.

Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value as at the date of the
acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and any accumulated impairment losses. Internally generated intangible
assets, excluding capitalized development costs, are not capitalized and expenditure is reflected in
the statement of income in the year in which the expenditure is incurred.

The useful lives of intangible assets with finite life are assessed at the individual asset level.
Intangible assets with finite life are amortized over their usefu! life. Periods and method of
amortization for intangible assets with finite useful lives are reviewed annually or earlier when an
indicator of impairment exists. Changes in the expected useful life or the expected pattern of
consumption of future economic benefits embodied in the intangible asset is accounted for by
changing the amortization period or method, as appropriate, and are treated as changes in
accounting estimates.
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Intangible assets with indefinite useful lives are tested for impairment annually either individually
or at the cash-generating unit level. Such intangibles are not amortized. The useful life of an
intangible asset with an indefinite useful life is reviewed annually to determine whether indefinite
life assessment continues to be supportable. If not, the change in the useful life assessment from
indefinite to finite is made on a prospective basis.

The Group’s intangible assets consist of power purchase agreements, customer relationship,
software costs and franchise. A gain or loss arising from derecognition of an intangible asset is
measured as the difference between the net disposal proceeds and the carrying amount of the
intangible asset and is recognized in the consolidated statement of income when the intangible
asset is derecognized.

Power Purchase Agreements (PPA)

PPA pertain to the electricity power purchase agreements (EPPAs) which give GBPC the right to
charge certain electric cooperatives for the electricity to be generated and delivered by GBPC.
This is recognized initially at fair value which consists of the cost of the power generation and the
fair value of future fee payments. Following initial recognition, the intangible asset is carried at
cost less accumulated ameortization and any accumulated impairment losses.

The PPA is amortized using the straight-line method over the estimated economic useful life
which s the life of the EPPAs, and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The estimated economic useful life is ranging from

4 to 25 years. The amortization period and the amortization method are reviewed at least at each
financial year-end. Changes in the expected useful life or the expected pattern of consumption of
future economic benefits embodied in the asset is accounted for by changing the amortization
period or method, as appropriate, and are treated as changes in accounting estimates. The
amortization expense is recognized in the consolidated statement of income in the expense
category consistent with the function of the intangible asset.

Customer Relationship

Customer relationship pertains to Toyota’s contractual arrangements with its top dealer customers,
which adds value to the operations of Toyota and enhances the latter’s earnings potential. This is

recognized initially at fair value and is assessed to have an indefinite useful life. Following initial
recognition, the intangible asset is not amortized but assessed annually for impairment.

Franchise

Franchise fee is amortized over the franchise period which ranges from three (3) to five (5) years.
Accumulated depreciation and amortization and provision for impairment losses, if any, are
removed from the accounts and any resulting gain or loss is credited to or charged against current
operations.

Software Cosis
Costs related to software purchased by the Group for use in the operations are amortized on a
straight-line basis over a period of 3 to 5 years.

Costs that are directly associated with identifiable and unique software controlled by the Group
and will generate economic benefits exceeding costs beyond one year, are recognized as intangible
assets to be measured at cost less accumulated amortization and provision for impairment losses, if
any. Expenditures which enhance or extend the performance of computer software programs
beyond their original specifications are recognized as capital improvements and added to the
original cost of the software,
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Goodwill

Goodwill acquired in a business combination from the acquisition date is allocated to each of the
Group’s cash-generating units, or groups of cash-generating units that are expected to benefit from
the synergies of the combination, irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Each unit or group of units to which the goodwill is so allocated:

» represents the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

* s not larger than a segment based on the Group’s operating segments as determined in
accordance with PFRS 8, Operating Segments.

Following initial recognition, goodwill is measured at cost, less any accumulated impairment loss.
Goodwill is reviewed for impairment annually or more frequently, if events or changes in
circumstances indicate that the carrying value may be impaired (see Impairment of Nonfinancial
Assets).

Where goodwill forms part of a cash-generating unit and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative values of the operation disposed
of and the portion of the cash-generating unit retained.

Goodwill is presented together with the intangible assets in the consolidated statement of financial
position,

Deposits
Deposits are stated at cost. Cost is the fair value of the asset given up at the date of transfer to the

affiliates. This account is treated as a real option money to purchase and develop a property that is
held by a related party or an equity instrument to be issued upon exercise of option. The deposit
granted to affiliates charges an interest and other related expenses in lieu of the time value in use
of option money granted to the affiliates (Note 23).

Impairment of Non-financial Assets

The Group assesses at each financial reporting date whether there is an indication that their
nonfinancial assets (e.g. investments in associates and jointly controlled entities, investment
properties, property and equipment, and intangible assets), may be impaired. If any such
indication exists, or when annual impairment testing for an asset is required, the Group makes an
estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an
asset’s or CGU’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable
amount. In assessing the value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. Impairment losses of continuing operations are
recognized in the consolidated statement of income in those expense categories consistent with the
function of the impaired asset.
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An assessment is made at each financial reporting date as to whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount is estimated. A previously recognized impairment loss 1s
reversed only if there has been a change in the estimates used to determine the asset’s recoverable
amount since the last impairment loss was recognized. Ifthat is the case, the carrying amount of
the asset is increased to its recoverable amount, The recoverable amount cannot exceed the
carrying amount that would have been determined, net of depreciation and amortization, had no
impairment foss been recognized for the asset in prior years. Such reversal is recognized in the
consolidated statement of income unless the asset is carried at revalued amount, in which case, the
reversal is treated as a revaluation increase. After such reversal, the depreciation and amortization
charge is adjusted in future periods to allocate the asset’s revised carrying amount, less any
residual value, on a systematic basis over its remaining useful life.

This accounting policy applies primarily to the Group’s property and equipment and investment
properties. Additional considerations for other non-financial assets are discussed below.

Investments in associates and jointly controlled entities

After application of the equity method, the Group determines whether it is necessary to recognize
goodwill or any additional impairment loss with respect to the Group’s net investment in its
associates and jointly controlled entities. The Group determines at each financial reporting date
whether there is any objective evidence that the investments in associates and jointly controlled
entities are impaired.

If this is the case, the Group calculates the amount of impairment as being the difference between
the fair value of the associate and jointly controlled entities and the carrying cost and recognizes
the amount in the consolidated statement of income.

Intangible assets

Except for customer relationship, where an indication of impairment exists, the carrying amount of
intangible assets with finite useful lives is assessed and written down immediately to its
recoverable amount. Customer relationship is reviewed for impairment annually, similar with
goodwill, or more frequently if events or changes in circumstances indicate that the carrying value
may be impaired.

Goodwill
Goodwill is reviewed for impairment, annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of the CGU (or group
of CGUs) to which the goodwill relates. Where the recoverable amount of the CGU (or group of
CGUs) is less than the carrying amount of the CGU (or group of CGUs) to which goodwill has
been allocated, an impairment loss is recognized immediately in the consolidated statement of
income. Impairment losses relating to goodwill cannot be reversed for subsequent increases in its
recoverable amount in future pertods. The Group performs its annual impairment test of goodwill
at the consolidated statement of financial position date.

Insurance Receivables

Insurance receivables are recognized on policy inception dates and measured on initial recognition
at the fair value of the consideration receivable for the period of coverage. Subsequent to initial
recognition, insurance receivables are measured at amortised cost. The carrying value of
insurance receivables is reviewed for impairment whenever events or circumstances indicate that
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the carrying amount may not be recoverable, with the impairment loss recorded in the
consolidated statement of income.

Insurance receivables are derecognized under the derecognition criteria of financial assets.

Reinsurance

The Group cedes insurance risk in the normal course of business. Reinsurance assets represent
balances due from reinsurance companies. Recoverable amounts are estimated in a manner
consistent with the outstanding claims provision and are in accordance with the reinsurance
contract.

An impairment review is performed at each end of the reporting period or more frequently when
an indication of impairment arises during the reporting year. Impairment occurs when objective
evidence exists and that the Group may not recover outstanding amounts under the terms of the
contract and when the impact on the amounts that the Group will receive from the reinsurer can be
measured reliably. The impairment loss is charged against profit or loss.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders.

The Group also assumes reinsurance risk in the normal course of business for insurance contracts.
Premiums and claims on assumed reinsurance are recognized in the consolidated statement of
income as part of commission income in the same manner as they would be if the reinsurance
were considered direct business, taking into account the product classification of the reinsured
business. Reinsurance liabilities represent balances due to reinsurance companies. Amounts
payable are estimated in a manner consistent with the associated insurance contract.

Premiums and claims are presented on a gross basis for both ceded and assumed reinsurance.

Reinsurance assets or liabilities are derecognized when the contractual rights are extinguished or
expired, or when the contract is transferred to another party.

Deferred Acquisition Costs (DAC)

Commissions and other acquisition costs incurred during the financial period that vary with and

are related to securing new insurance contracts and or renewing existing insurance contracts, but
which relates to subsequent financial periods, are deferred to the extent that they are recoverable
out of future revenue margins. All other acquisition costs are recognized as expense as incurred.

Subsequent to initial recognition, these costs are amortized on a straight line basis using

24" method over the life of the contract except for the marine cargo where commissions from the
last two months of the year are recognized as expense in the following year. Amortization is
charged against consolidated statement of income. The unamortized acquisition costs are shown
as ‘Deferred acquisition costs’ are presented under ‘Prepayments and Other Current Assets’ in the
assets section of the statement of financial position.

An impairment review is performed at each end of the reporting pericd or more frequently when
an indication of impairment arises. The carrying value is written down to the recoverable amount.
The impairment loss is charged to consolidated statement of income. DAC 1s also considered in
the liability adequacy test for each end of the reporting period.
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Value-Added Tax {(VAT)
Revenue, expenses and assets are recognized net of the amount of sales tax except:

e where the tax incurred on a purchase of assets or services is not recoverable from the tax
authority, in which case, the tax is recognized as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and

¢ receivables and payables that are stated with the amount of tax included.

The net amount of VAT recoverable from the tax authority is included under ‘Prepayments and
other current assets’ in the consolidated statement of financial position.

Assets Held for Sale

‘The Group classifies assets as held for sale if their carrying amounts will be recovered principally
through a sale transaction rather than through continuing use. Assets classified as held for sale are
measured at the lower of their carrying amount and fair value less cost to sell. The criteria for held
for sale classification is regarded as met only when the sale is highly probable and the asset is
available for immediate sale in its present condition. Management must be committed to the sale,
which shouid be expected to qualify for recognition as a completed sale within one year from the
date of classification. Assets held for sale are included under ‘Prepayments and other current
assets’ in the consolidated statements of financial position.

Insurance Contract Liabilities
Insurance contract liabilities are recognized when contracts are entered into and premiums are
charged.

Provision for Unearned Premium

The proportion of written premiums, gross of commissions payable to intermediaries, attributable
to subsequent periods or to risks that have not yet expired is deferred as provision for unearned
premiums as part of “Insurance contract liabilities” and presented in the liabilities section of the
statement of financial position. Premiums for short-duration insurance contracts are recognized as
revenue over the period of the contracts using the 24" method except for the marine cargo where
premiums for the fast two months are considerd earned in the following year. The change in the
provision for unearned premiums is taken to profit or [oss in order that revenue is recognized over
the period of risk. Further provisions are made to cover claims under unexpired insurance
contracts which may exceed the unearned premiums and the premiums due in respect of these
contracts.

Claims Provision Incurred But Not Reported (IBNR) Losses

These liabilities are based on the estimated ultimate cost of all claims incurred but not settled at
the end of the reporting period together with the related claims handling cost and reduction for the
expected value of salvage and other recoveries. Delays can be experienced in the notification and
settlement of certain types of claims, therefore the ultimate cost of which cannot be known with
certainty at the end of the reporting period. The liability is not discounted for the time value of
money and includes proviston for IBNR losses. The liability is derecognized when the contract is
discharged, cancelled or has expired.

Liability Adequacy Test

At the end of each reporting period, liability adequacy tests are performed to ensure the adequacy
of insurance contract liabilities, net of the related DAC assets. In performing the test, current best
estimates of future cash flows, claims handling and policy administration expenses are used.
Changes in expected claims that have occurred, but which have not been settled, are reflected by
adjusting the liability for claims and future benefits. Any inadequacy is immediately charged to
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the statement of comprehensive income by establishing an unexpired risk provision for losses
artsing from the liability adequacy tests. The provision for unearned premiums is increased to the
extent that the future claims and expenses in respect of current insurance contracts exceed future
premiums plus the current provision for unearned premiums.

Customers’ Deposits

The Group requires buyers of condominium units to pay a minimum percentage of the total selling
price. The minimum percentage is on the basis of the level of buyer’s commitment to pay and is
part of the revenue recognition criteria. When the revenue recognition criteria are met, sales are,
then, recognized and these deposits and downpayments will be applied against the related
installment contracts receivable. In the event that the customer decides to terminate the purchase
prior to recognition of sale, an amount equivalent to the cash surrender vaiue of the deposit wili be
refunded to the buyer.

Customer’s deposits consist of payment from buyers which have not reached the minimum
required percentage and amounts that have not been applied against the related installment
contract receivables.

Equity
The Group records common stock at par value and additional paid-in capital in excess of the total

contributions received over the aggregate par values of the equity share. Incremental costs
incurred directly attributable to the issuance of new shares are deducted from proceeds.

Capital stock

The Parent Company has issued common stock that is classified as equity. Incremental costs
directly attributable to the issue of new common stock are shown in equity as a deduction, net of
tax, from the proceeds. All ather equity issuance costs are recognized as expense as incurred.

Where the Parent Company purchases its own common stock (treasury shares), the consideration
paid, including any directly attributable incremental costs (net of applicable taxes) is deducted
from equity attributable to the Parent Company’s equity holders until the shares are cancelled or
reissued.

Where such shares are subsequently reissued, any constderation received, net of any directly
attributable incremental transaction costs and the related tax effects, and is included in equity
attributable to the Parent Company’s equity holders.

Additional paid-in capital
Amount of contribution in excess of par value is accounted for as an additional paid-in capital.
Additional paid-in capital also arises from additional capital contribution from the shareholders.

Deposits for future stock subscriptions
Deposits for future stock subscriptions are recorded based on the amounts received from
stockholders and amounts of advances to be converted to equity.

Retained earnings

The amount included in retained earnings includes profit or loss attributable to the Group’s equity
holders and reduced by dividend on common stock. Dividends on common stock are recognized
as a liability and deducted from equity when they are declared. Dividends for the year that are
approved after the reporting date are dealt with as an event after the reporting date.
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Retained eammings may also include effect of changes in accounting policy as may be required by
the standard’s transitional provisions.

Acquisition of Non-controlling Interest in a Subsidiary

Acquisition of non-controlling interest is accounted for as an equity transaction, whereby the
difference between the fair value of consideration given and the share in the net book value of the
net assets acquired is recognized in equity. When the consideration is less than the net assets
acquired, the difference is recognized as a gain in the consolidated statement of income. In an
acquisition without consideration involved, the difference between the share of the non-controlling
interests in the net assets at book value before and after the acquisition is treated as transaction
between equity owners.

Revenue and Cost Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the amount of revenue can be reliably measured. The Group assesses its revenue
arrangements against specific criteria in order to determine if it is acting as principal or agent.

The Group has concluded that it 1s acting as principal in all of its revenue arrangements. The
following specific recognition criteria must also be met before revenue is recognized:

Automotive operations

Revenue from automotive operations arises from sale of manufactured vehicles and trading of
completely built-up vehicles and local and imported parts. Revenue is recognized when the
significant risks and rewards of ownership of the goods have passed to the buyer (including certain
“bill and hold” sales, wherein in the buyer takes title and accepts billing), usually on dispatch of
goods.

Net fees

Net fees consist of energy fees for the energy and services supplied by the operating companies as
provided for in their respective PPA or EPPA with respective customers. Energy fee is recognized
based on actual delivery of energy generated and made available to customers multiplied by the
applicable tariff rate, net of adjustments, as agreed upon between the parties. In case the actual
energy delivered by PPC and GPRI to customers is less than the minimum energy off-take, PPC
and GPRI shall reimburse their customers for the difference between the actual cost for sourcing
the shortfall from another source and tariff rate, multiplied by the actual shortfall. On the other
hand, if the customers fail to accept the minimum supply, the customers shall be subject to penalty
equivalent to the cost of power unused or not accepted on an annual basis. For TPC, energy fee is
recognized based on actual delivery of energy generated and made available to its customers,
multiplied by the applicable tariff rate, net of adjustments, as agreed upon between TPC and its
customers.

Real estate sales

Real estate revenue and cost from completed projects is accounted for using the full accrual
method. The percentage of completion method is used to recognize income from sales of projects
where the Group has material obligations under the sales contract to complete the project after the
property is sold. Under this method, revenue is recognized as the related obligations are fulfilled,
measured principally on the basis of the estimated completion of a physical proportion of the
contract work., When the sale of real estate does not meet the requirements for revenue
recognition, the sale is accounted under the deposit method. Under this method, revenue is not
recognized and the receivable from the buyer is not recorded. The real estate inventories continue
to be reported in the consolidated statement of financial position as ‘Inventories’ and the related
Hability as deposit under ‘Customers’ deposits’®.
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Real estate revenue and cost from completed projects is accounted for using the full accrual
method. In accordance with Philippine Interpretations Committee (PIC) Q&A No. 2006-01, the
percentage of completion methed is used to recognize income from sales of projects where the
Group has material obligations under the sales contract to complete the project after the property is
sold, the equitable interest has been transferred to the buyer, construction is beyond preliminary
stage (i.e., engineering, design work, construction contracts execution, site clearance and
preparation, excavation and the building foundation are finished), and the costs incurred or to be
incurred can be measured reliably. Under this method, revenue is recognized as the related
obligations are fulfilled, measured principally on the basis of the estimated completion of a
physical proportion of the contract work.

When the sale of real estate does not meet the requirements for revenue recognition, the sale is
accounted under the deposit method until all the conditions are met. Under this method, revenue
is not recognized, the receivable from the buyer is not recorded and the cash received from buyers
are presented under the ‘Customers’ deposits® account in the liabilities section of the consolidated
statement of financial position. The related real estate inventories continue to be reported in the
consolidated statement of financial position as ‘Inventeries’.

Cost of condominium units sold before the completion of the development is determined on the
basis of the acquisition cost of the land plus its full development costs, which include estimated
costs for future development works, as determined by the Group’s in-house technical staff.

Premiums revenue

Gross insurance written premiums comprise the total premiums receivable for the whole period
cover provided by contracts entered into during the accounting period and are recognized on the
date on which the policy intercepts. Premiums include any adjustments arising in the accounting
period for premiums receivable in respect of business written in prior periods.

Premiums for short-duration insurance contracts are recognized as revenue over the period of
contracts using the twenty-fourth (24™) method except for marine cargo where premiums for the
last two months are considered earned the following year. The portion of the premiums written
that relate to the unexpired periods of the policies at the end of the reporting period is accounted
for as Provision for unearned premiums and is shown as part of “Insurance contract liabilities”
presented in the liabilities section of the consolidated statements of financial position. The related
reinsurance premiums ceded that pertains to the unexpired periods at end of the reporting period
are accounted for as deferred reinsurance premiums and are shown as part of ‘Reinsurance assets’
in the consolidated statement of financial position. The net changes in these accounts between
each end of reporting periods are recognized in profit or loss.

Reinsurance commissions

Commissions earned from short-duration insurance contracts are recognized as revenue over the
period of the contracts using the 24" method except for marine cargo where the deferred
reinsurance commissions for the last two months of the year are considered earned the following
year. The portion of the commissions that relate to the unexpired portions of the policies at end of
the reporting period are accounted for as ‘Deferred reinsurance commissions’ and presented in the
liabilities section of the consolidated statement of financial position.
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Net premiums earned consist of gross earmned premiums on insurance contracts (net of reinsurer’s
share of gross earned premiums on insurance contracts).

Interest income
Interest is recognized as it accrues using the effective interest method,

Rental income

Rental income under noncancellable leases is recognized in the consolidated statement of income
on a straight-line basis over the lease term and the terms of the lease, respectively, or based on a
certain percentage of the gross revenue of the tenants, as provided under the terms of the lease
contract.

Sale of goods

Sale of goods is recognized from retail customers at the point of sale in the stores. This is
measured at the fair value of the consideration received, excluding (or ‘net of,” or ‘reduced for’)
discounts, returns, rebates and sales taxes.

Rendering of services
Service fees from installation of parts and repairs and maintenance of vehicles are recognized as
revenue when the related services have been rendered.

Commission income
Commission income is recognized by reference to the percentage of collection of the agreed sales
price or depending on the term of the sale as provided under the marketing agreement.

Management fees
Management fees from administrative, property management and other fees are recognized when
services are rendered.

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

Other income

Other customer related fees such as penalties and surcharges are recognized as they accrue, taking
into account the provisions of the related contract. Other income also includes sale of scrap and
sludge oil which is recognized when there is delivery of goods to the buyer and recovery from
insurance which is recognized when the right to receive payment is established.

Expense Recognition

Cost of goods and services sold

Cost of goods sold for vehicles and spare parts includes the purchase price of the products sold, as
well as costs that are directly attributable in bringing the merchandise to its intended condition and
location. These costs include the costs of storing and transporting the products. Vendor returns
and allowances are generally deducted from cost of goods sold and services.

Other cost of goods sold includes Fed Land’s gasoline and food products, and are recognized
when goods are delivered which is usually at the point of sale in stores. Cost of services are
recognized when services are rendered.
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Cost of goods manufactured

Cost of goods manufactured includes the purchase price of the products manufactured, as well as
costs that are directly attributable in bringing the merchandise to its intended condition and
location.

Commissions

Commissions paid to sales or marketing agents on the sale of pre-completed real estate units are
deferred when recovery is reasonably expected and are charged to expense in the period in which
the related revenue is recognized as earned. Accordingly, when the percentage of completion
method is used, commissions are likewise charged to expense in the period the related revenue is
recognized. These are recorded as ‘Prepaid expenses’ under ‘Prepayments and other current
assets” account.

General and administrative expenses
General and administrative expenses constitute costs of administering the business and are
expensed as incurred.

Power plant operation and maintenance expenses

Power plant operations mainly represent depreciation of power plants, costs of coal and start-up
fuel. Repairs and maintenance mainly represent cost of materials and supplies consumed and the
cost of restoration and maintenance of the power plants. Purchased power represents power
purchased from National Power Corporation (NPC).

Cost of real estate sales

Cost of real estate sales is recognized consistent with the revenue recognition method applied.
Cost of subdivision land and condominium units sold before the completion of the development is
determined on the basis of the acquisition cost of the land plus its full development costs, which
include estimated costs for future development works, as determined by the Group’s project and
construction department.

Benefits and claims

Benefits and claims consists of benefits and claims paid to policyholders, which includes changes
in the valuation of Insurance contract liabilities, except for changes in the provision for uneamed
premiums which are recorded in insurance revenue. It further includes internal and external
claims handling costs that are directly related to the processing and settlement of claims. Amounts
receivable in respect of salvage and subrogation are also considered. General insurance claims are
recorded on the basis of notifications received.

Net insurance benefits and claims represent gross insurance contract benefits and claims and gross
change in insurance contract liabilities less reinsurer’s share.

Pension Costs
The Parent Company and its subsidiaries have funded, noncontributory defined benefit retirement
plans, administered by trustees, covering their permanent employees.

Pension cost is actuarially determined using the projected unit credit method. This method reflects
services rendered by employees up to the date of valuation and incorporates assumptions
concerning employees’ projected salaries. Actuarial valuations are conducted with sufficient
regularity, with option to accelerate when significant changes to underlying assumptions occur.
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The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any),
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling. The asset ceiling
is the present value of any economic benefits available in the form of refunds from the plan or
reductions in future contributions to the plan.

Defined benefit costs comprise the following:

a. service cost;

b. net interest on the net defined benefit liability or asset; and
¢. remeasurements of net defined benefit liability or asset

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in the consolidated statements of income. Past
service costs are recognized when plan amendment or curtailment occurs, These amounts are
calculated periodically by independent qualified actuaries. Net interest on the net defined benefit
liability or asset is the change during the period in the net defined benefit liability or asset that
arises from the passage of time which is determined by applying the discount rate based on
government bonds to the net defined benefit liability or asset. Net interest on the net defined
benefit liability or asset is recognized as expense or income in the consolidated statements of
income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in other comprehensive income in the period in which they arise. Remeasurements
are not reclassified to profit or loss in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly
to the Group. Fair value of plan assets is based on market price information. When no market
price is available, the fair value of plan assets is estimated by discounting expected future cash
flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets (or, if they have no maturity, the expected period
until the settlement of the related obligations). If the fair value of the plan assets is higher than the
present value of the defined benefit obligation, the measurement of the resulting defined benefit
asset is limited to the present value of economic benefits available in the form of refunds from the
plan or reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined
benefit obligation is recognized as a separate asset at fair vaiue when only when reimbursement is
virtually certain.

Employee leave entitlement

Employee entitlements to annual leave are recognized as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settled wholly before twelve (12)
months after the end of the annual reporting period is recognized for services rendered by
employees up to the end of the reporting period.
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Income Tax

Current tax

Current tax assets and labilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted at the financial reporting
dates.

Deferred rax ,

Deferred tax is provided using the liability method on all temporary differences, with certain
exceptions, at the financial reporting date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liability is recognized for all taxable temporary differences. Deferred tax asset is
recognized for all deductible temporary differences, carryforward benefit of unused tax credits
from excess minimum corporate income tax (MCIT) and net operating loss carryover (NOLCO),
to the extent that it is probable that taxable income will be available against which the deductible
temporary differences and carryforward benefit of unused tax credits from MCIT and NOLCO can
be utilized. Deferred income tax, however, is not recognized when it arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting income nor taxable income.

The carrying amount of deferred tax asset is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow alt or
part of the deferred tax asset to be utilized.

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

Foreign Currency Transactions

The Group’s consolidated financial statements are presented in Philippine peso, which is also the
Parent Company’s functional currency. Each entity within the Group determines its own
functional currency and items included in the consolidated financial statements of each entity are
measured using that functional currency.

Transactions and balances

Transactions denominated in foreign currency are recorded using the exchange rate prevailing at
the date of the transactions. Monetary assets and liabilities denominated in foreign currencies are
restated using the closing exchange rates prevailing at reporting date. Exchange gains or losses
resulting from rate fluctuations upon actual settlement and from restatement at year-end are
credited to or charged against current operations.

Segment Reporting

The Group’s operating businesses are organized and managed separately according to the nature
of the products and services provided, with each segment representing a strategic business unit
that offers different products and serves different markets. Financial information on the Group’s
business segments is presented in Note 35,

AT S




-28 -

Borrowing Costs

Borrowing costs are generally expensed as incurred. Interest and other financing costs incurred
during the construction period on borrowings used to finance property development are capitalized
as part of development costs. Capitalization of borrowing costs commences when the activities to
prepare the asset are in progress and expenditures and borrowing costs are being incurred.
Capitalization of borrowing costs ceases when substantially all the activities necessary to prepare
the asset for its intended use or sale are complete. If the carrying amount of the asset exceeds its
recoverable amount, an impairment loss is recorded. Capitalized borrowing cost is based on
applicable weighted average borrowing rate,

Provisions

Provisions are recognized when the Group has: (a) a present obligation {legal or constructive) as a
result of a past event; (b) it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation; and (c) a reliable estimate can be made of the amount of
the obligation. Where the Group expects a provision to be reimbursed, the reimbursement is
recognized as a separate asset but only when the reimbursement is virtually certain, If the effect of
the time value of money is material, provisions are determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money
and, where appropriate, the risks specific to the liability. Where discounting is used, the increase
in the provision due to the passage of time is recognized as interest expense, Provisions are
reviewed at each reporting date and adjusted to reflect the current best estimate. Where the Group
expects a provision to be reimbursed, the reimbursement is recognized as a separate asset but only
when the receipt of the reimbursement is virtually certain. The expense relating to any provision
is presented in the consolidated statement of comprehensive income, net of any reimbursement.

Decommissioning liability

The decommissioning liability arose from the Group’s obligation, under the Environmental
Compliance Certificates of certain subsidiaries of GBPC, to decommission or dismantle their
power plant complex at the end of its useful lives. A corresponding asset is recognized as part of
property, plant and equipment. Decommissioning costs are provided at the present value of
expected costs to settle the obligation using estimated cash flows. The cash flows are discounted
at a current pre-tax rate that reflects the risks specific to the decommissioning liability. The
unwinding of the discount is expensed as incurred and recognized in the consolidated statement of
comprehensive income as an “Accretion of decommissioning liability” under the ‘Interest expense’
account. The estimated future costs of decommissioning are reviewed annually and adjusted
prospectively. Changes in the estimated future costs or in the discount rate applied are added or
deducted from the cost of the power plant complex. The amount deducted from the cost of the
power plant complex, shall not exceed its carrying amount,

If the decrease in the liability exceeds the carrying amount of the power plant complex, the excess
shall be recognized immediately in the consolidated statement of comprehensive income.

Provision for product warranties

Provision for product warranties are recognized when sale of the related products are
consummated. The best estimate of the provision is recorded based on three (3) year warranty
coverage provided by the Group as part of the sold product. Reversals are made against provision
for the expired portion.
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Leases

Leases where the lessor retains substantially all the risks and benefits of the ownership of the asset
are classified as operating leases. Fixed lease payments are recognized on a straight-line basis
over the lease term. Variable rent is recognized as an income based on the terms of the lease
contract.

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

a. there is a change in contractual terms, other than a renewal or extension of the arrangement;

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

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

d. there is a substantial change to the asset.

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

Operating leases

Operating leases represent those leases which substantially all the risks and rewards of ownership
of the leased assets remain with the lessors. Lease payments under an operating lease are
recognized in the conselidated statement of comprehensive income on a straight-line basis over
the lease term.

Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. These are

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

Events after Financial Reporting Date

Post year-end events that provide additional information about the Group’s position at the
reporting date {adjusting events) are reflected in the consolidated financial statements. Post year-
end events that are not adjusting events are disclosed in the notes to the consolidated financial
statements when material.

Standards Issued But Not Yet Effective

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

PFRS 9, Financial Instruments — Classification and Measurement (2010 version)

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39, Financial
Instruments: Recognition and Measurement. PFRS 9 requires all financial assets to be measured
at fair value at initial recognition. A debt financial asset may, if the fair value option (FVO) is not
invoked, be subsequently measured at amortized cost if it is held within a business mode! that has
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the objective to hold the assets to collect the contractual cash flows and its contractual terms give
rise, on specified dates, to cash flows that are solely payments of principal and interest on the
principal outstanding. All other debt instruments are subsequently measured at fair value through
profit or loss. All equity financial assets are measured at fair value either through other
comprehensive income (OCI) or profit or loss. Equity financial assets held for trading must be
measured at fair value through profit or loss. For FVO liabilities, the amount of change in the fair
value of a liability that is attributable to changes in credit risk must be presented in OCI. The
remainder of the change in fair value is presented in profit or loss, unless presentation of the fair
value change in respect of the liability’s credit risk in OCI would create or enlarge an accounting
mismatch in profit or loss. All other PAS 39 classification and measurement requirements for
financial liabilities have been carried forward into PFRS 9, including the embedded derivative
separation rules and the criteria for using the FVO.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015, This
mandatory adoption date was moved to January 1, 2018 when the final version of PFRS 9 was
adopted by the Philippine Financial Reporting Standards Council (FRSC). Such adoption,
however, is still for approval by the Board of Accountancy (BOA).

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

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The 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 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. The SEC and the FRSC have deferred the effectivity of this
interpretation until the final Revenue standard is issued by the International Accounting Standards
Board (IASB) and an evaluation of the requirements of the final Revenue standard against the
practices of the Philippine real estate industry is completed.

PAS 19, Employee Benefits — Defined Benefit Plans: Employee Contributions (Amendments)

PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they should be
attributed to periods of service as a negative benefit. These amendments clarify that, if the amount
of the contributions is independent of the number of years of service, an entity is permitted to
recognize such contributions as a reduction in the service cost in the period in which the service is
rendered, instead of allocating the contributions to the periods of service. This amendment is
effective for annual periods beginning on or after Januaryl, 2015. It is not expected that this
amendment would be relevant to the Group, since it has noncontributory defined benefit plan.

Annual Improvements to PFRSs (2010-2012 cycle)
The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning
on or after January 1, 2015.

PFRS 2, Share-based Payment — Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating to the definitions of

performance and service conditions which are vesting conditions, including:

+ aperformance condition must contain a service condition

+ a performance target must be met while the counterparty is rendering service

+ aperformance target may relate to the operations or activities of an entity, or to those of
another entity in the same group
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+ aperformance condition may be a market or non-market condition
+ if the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition is not satisfied.

This amendment does not apply to the Group as it has no share-based payments.

PFRS 3, Business Combinations —Accounting for Contingent Consideration in a Business
Combination

The amendment is applied prospectively for business combinations for which the acquisition date
is on or after July 1, 2014. It clarifies that a contingent consideration that is not classified as
equity is subsequently measured at fair value through profit or loss whether or not it falls within
the scope of PAS 39, Financial Instruments: Recognition and Measurement (or PFRS 9, Financial
Instruments, if early adopted).

The Group shall consider this amendment for future business combinations.

PFRS 8, Operating Segments — Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assels

The amendments are applied retrospectively and clarify that; An entity must disclose the
Judgments made by management in applying the aggregation criteria in the standard, including a
brief description of operating segments that have been aggregated and the economic characteristics
(e.g., sales and gross margins) used to assess whether the segments are ‘similar’. The
reconciliation of segment assets to total assets is only required to be disclosed if the reconciliation
is reported to the chief operating decision maker, similar to the required disclosure for segment
liabilities. These amendments are applied retrospectively and affect disclosures only.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets — Revaluation Method —
Praportionate Restatement of Accumulated Depreciation and Amortization

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset may
be revalued by reference to the observable data on either the gross or the net carrying amount. In
addition, the accumulated depreciation or amortization is the difference between the gross and
carrying amounts of the asset. The amendment has no impact on the Group’s financial position or
performance.

PAS 24, Related Party Disclosures — Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the related
party disclosures. In addition, an entity that uses a management entity is required to disclose the
expenses incurred for management services. The amendments affect disclosures only and have no
impact on the Group’s financial position or performance.

Annual Improvements to PFRSs (2011-2013 cyele)
The Annual Improvements to PFRSs (2011-2013 cycle) contain non-urgent but necessary
amendments to the following standards:

PFRS 3, Business Combinations - Scope Exceptions for Joint Avrangemenis

The amendment is applied prospectively and clarifies the following regarding the scope exceptions

within PFRS 3:

e Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.

* This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.
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PFRS 13, Fair Value Measurement — Porifolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13 can
be applied not only to financial assets and financial liabilities, but also to other contracts within the
scope of PAS 39. The amendment has no significant impact on the Group’s financial position or
performance.

PAS 40, Investment Property

The amendment is applied prospectively and clarifies that PFRS 3, and not the description of
ancillary services in PAS 40, is used to determine if the transaction is the purchase of an asset or
business combination. The description of ancillary services in PAS 40 only differentiates between
investment property and owner-occupied property (i.e., property, plant and equipment). The
amendment has no significant impact on the Group’s financial position or performance.

Effective 2016 onwards

PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets— Clarification of
Acceptable Methods of Depreciation and Amortization(Amendments)

The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part) rather
than the economic benefits that are consumed through use of the asset. As a result, a revenue-
based method cannot be used to depreciate property, plant and equipment and may only be used in
very limited circumstances to amortize intangible assets. The amendments are effective
prospectively for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group since it does not
use a revenue-based method to depreciate its non-current assets.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture — Bearer Plants (Amendments)
The amendments change the accounting requirements for biological assets that meet the definition
of bearer plants. Under the amendments, biological assets that meet the definition of bearer plants
will no longer be within the scope of PAS 41. Instead, PAS 16 will apply. After initial
recognition, bearer plants will be measured under PAS 16 at accumulated cost (before maturity)
and using either the cost model or revaluation model (after maturity). The amendments also
require that produce that grows on bearer plants will remain in the scope of PAS 41 measured at
fair value less costs to sell. For government grants related to bearer plants, PAS 20, Accounting
Jfor Government Grants and Disclosure of Government Assistance, will apply. The amendments
are retrospectively effective for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Group as it
does not have any bearer plants.

PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements
(Amendments)

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities already
applying PFRS and electing to change to the equity method in its separate financial statements will
have to apply that change retrospectively. For first-time adopters of PFRS electing to use the
equity method in its separate financial statements, they will be required to apply this method from
the date of transition to PFRS, The amendments are effective for annual periods beginning on or
after January 1, 2016, with early adoption permitted. It is not expected that the amendment would
be relevant to the Group’s consolidated financial statements.
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PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures — Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
These amendments address an acknowledged inconsistency between the requirements in PFRS 10
and those in PAS 28 (2011) in dealing with the sale or contribution of assets between an investor
and its associate or joint venture. The amendments require that a full gain or loss is recognized
when a transaction involves a business (whether it is housed in a subsidiary or not). A partial gain
or loss is recognized when a transaction involves assets that do not constitute a business, even if
these assets are housed in a subsidiary.

PFRS 11, Joint Arrangements — Accounting for Acquisitions of Interests in Joint Operations
{Amendments)

The amendments to PFRS 1] require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business must
apply the relevant PFRS 3 principles for business combinations accounting. The amendments also
clarify that a previously held interest in a joint operation is not remeasured on the acquisition of an
additional interest in the same joint operation while joint control is retained. In addition, a scope
exclusion has been added to PFRS 11 to specify that the amendments do not apply when the
parties sharing joint control, including the reporting entity, are under common control of the same
ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are prospectively effective
for annual periods beginning on or after January 1, 2016, with early adoption permitted.

The Group shall consider this amendment for future joint arrangements.

PFRS 14, Regulatory Deferral Accounts

PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14 must present
the regulatory deferral accounts as separate line items on the statement of financial position and
present movements in these account balances as separate line items in the statement of profit or
loss and other comprehensive income. The standard requires disclosures on the nature of, and
risks associated with, the entity’s rate-regulation and the effects of that rate-regulation on its
financial statements. PFRS 14 is effective for annual periods beginning on or after January 1,
2016. The standard would not apply to the Group since it is an existing PFRS preparer.

PFRS 9, Financial Instruments — Hedge Accounting and amendments to PFRS 9, PFRS 7 and
PAS 39 (2013 version)

PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which
pertains to hedge accounting. This version of PFRS 9 replaces the rules-based hedge accounting
model of PAS 39 with a more principles-based approach. Changes include replacing the rules-
based hedge effectiveness test with an objectives-based test that focuses on the economic
relationship between the hedged item and the hedging instrument, and the effect of credit risk on
that economic relationship; allowing risk components to be designated as the hedged item, not
only for financial items but also for non-financial items, provided that the risk component is
separately identifiable and reliably measurable; and allowing the time value of an option, the
forward element of a forward contract and any foreign currency basis spread to be excluded from
the designation of a derivative instrument as the hedging instrument and accounted for as costs of
hedging. PFRS 9 also requires more extensive disclosures for hedge accounting.
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PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date of
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the FRSC.
The adoption of the final version of PFRS 9, however, is still for approval by BOA.

PFRS 9, Financial Instruments (2014 or final version)

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. PFRS 9 reflects all
phases of the financial instruments project and replaces PAS 39, Financial Instruments.
Recognition and Measurement, and all previous versions of PFRS 9. The standard introduces new
requirements for classification and measurement, impairment, and hedge accounting. PFRS 9 is
effective for annual periods beginning on or after January 1, 2018, with early application
permitted. Retrospective application is required, but comparative information is not compulsory.
Early application of previous versions of PFRS 9 is permitted if the date of initial application is
before January 1, 2015.

The adoption of PFRS 9 will have an effect on the classification and measurement of the Group’s
financial assets and impairment methodology for financial assets, but will have no impact on the
classification and measurement of the Group’s financial Habilities. The adoption will also have an
effect on the Group’s application of hedge accounting. The Group is currently assessing the
impact of adopting this standard.

IFRS 15, Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to revenue
arising from contracts with customers. Under IFRS 15 revenue is recognized at an amount that
reflects the consideration to which an entity expects to be entitled in exchange for transferring
goods or services to a customer. The principles in IFRS 15 provide a more structured approach to
measuring and recognizing revenue. The new revenue standard is applicable to all entittes and
will supersede all current revenue recognition requirements under IFRS. Either a full or modified
retrospective application is required for annual periods beginning on or after 1 January 2017 with
early adoption permitted.

Annual Improvements to PFRSs (2012-2014 cycle)
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after January 1, 2016.

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations — Changes in Methods of
Disposal

The amendment is applied prospectively and clarifies that changing from a disposal through sale
to a disposal through distribution to owners and vice-versa should not be considered to be a new
plan of disposal, rather it is a continuation of the original plan. There is, therefore, no interruption
of the application of the requirements in PFRS 5. The amendment also clarifies that changing the
disposal method does not change the date of classification,

PERS 7, Financial Instruments. Disclosures — Servicing Contracts

PFRS 7 requires an entity to provide disclosures for any continuing involvement in a transferred
asset that is derecognized in its entirety. The amendment clarifies that a servicing contract that
includes a fee can constitute continuing involvement in a financial asset. An entity must assess the
nature of the fee and arrangement against the guidance in PFRS 7 in order to assess whether the
disclosures are required. The amendment is to be applied such that the assessment of which
servicing contracts constitute continuing involvement will need to be done retrospectively.
However, comparative disclosures are not required to be provided for any period beginning before
the annual period in which the entity first applies the amendments.
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PERS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim Financial Statements
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial report
unless they provide a significant update to the information reported in the most recent annual
report.

PAS 19, Employee Benefits — regional market issue regarding discount rate

This amendment is applied prospectively and clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than the
country where the obligation is located. When there is no deep market for high quality corporate
bonds in that currency, government bond rates must be used.

PAS 34, Interim Financial Reporting — disclosure of information ‘elsewhere in the interim
financial report’

The amendment is applied retrospectively and clarifies that the required interim disclosures must
either be in the interim financial statements or incorporated by cross-reference between the interim
financial statements and wherever they are included within the greater interim financial report
(e.g., in the management commentary or risk report).

Management’s Judgments and Use of Estimates

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

Estimates and judgments are continually evaluated and are based on historical experience and
other factors, including future events that are believed to be reasonable under circumstances.

Judgments
In the process of applying the Group’s accounting policies, management has made the following

judgments, apart from those involving estimations, which have the most significant effect on the
amounts recognized in the consolidated financial statements:

Assessment of control over investees

The determination on whether the Group has control over an investee requires significant
judgment. For this, the Group considers the following factors: {(a) power over the investee,
(b) exposure, or rights, to variable returns from its involvement with the investee; and (c) the
ability to use its power over the investee to affect the amount of the investor’s returns. In
assessing whether the Group has power over the investee, the Group assesses whether it has
existing rights that give it the current ability to direct the relevant activities of the investee.

Consolidation of TMPC

The Group holds 51.00% ownership interest and voting rights in TMPC. The remaining 49.00%
are held by 3 shareholders. TMPC’s Board of Directors (BOD) maintains the power to direct the
major activities of TMPC while the Group has the ability to appoint the majority of the BOD.
When determining control, management considered whether it has the ability to direct the relevant
activities of TMPC to generate return for itself. Management concluded that it has the ability
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based on its ability to appoint the majority of the BOD. The Group therefore accounts for TMPC
as a subsidiary, consolidating its financial results for the reporting period.

Joint arrangements

The Group has investments in joint arrangements. The Group has joint control over these
arrangements as under the contractual arrangements, unanimous consent is required from all the
parties to the agreements for all relevant activities.

Revenue and cost recognition
Selecting an appropriate revenue recognition method for a particular real estate sale transaction
requires certain judgments based on, among others:

* buyer’s commitment on the sale which may be ascertained through the significance of the
buyer’s initial investment; and
« stage of completion of the project.

Collectibility of the sales price
In determining whether the sales prices are collectible, the Group considers that initial and
continuing investments by the buyer of about 10.00% would demonstrate the buyer’s commitment

to pay.

Operating lease commitments — the Group as lessee

The Group has entered into a lease contract with its related parties with respect to the parcels of
land where its retail malls are located. The Group has determined that all significant risks and
rewards of ownership of the leased property remains to the lessor since the leased property,
together with the buildings thereon, and all permanent fixtures, will be returned to the essor upon
termination of the lease.

Operating lease commitments — the Group as lessor

The Group entered into commercial property leases on its retail mall, investment properties and
certain units of its real estate projects to different parties for a specific amount depending on the
lease contracts. The Group has determined that it retains all significant risks and rewards of
ownership on the properties as the Group considered among others the length of the lease as
compared with the estimated life of the assets.

A number of the Group’s operating lease contracts are accounted for as nencancellable operating
leases. In determining whether a lease contract is cancellable or not, the Group considered among
others, the significance of the penalty, including the economic consequences to the [essee

{Note 30).

Finance lease commitments — Group as lessee

The Group has entered into finance leases on certain parcel of land. The Group has determined,
based on an evaluation of the terms and conditions of the arrangements, that the lessor transfers
substantially all the risks and benefits incidental to ownership of the leased equipment to the
Group thus, the Group recognized these leases as finance leases.

Impaivment of AFS investments

The Group treats AFS investments as impaired when there has been a significant or prolonged
decline or where other objective evidence of impairment exists. The determination of what is
‘significant’ or ‘prolonged’ requires judgment. The Group treats ‘significant’ generally as 20.00%
or more and ‘prolonged’ as greater than six months for quoted equity securities. In addition, the
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Group evaluates other factors, including normal volatility in share price for quoted equities and the
future cash flows and the discount factors for unquoted equities.

Financial assets not quoted in an active marke!

The Group classifies financial assets by evaluating, among others, whether the asset is quoted or
not in 2n active market. Included in the evaluation on whether a financial asset is quoted in an
active market is the determination on whether quoted prices are readily and regularly available,
and whether those prices represent actual and regularly occurring market transactions on an arm’s
length basis.

Distinction between real estate inventories and invesiment properlies

The Group determines whether a property will be classified as real estate inventories or investment
properties. In making this judgment, the Group considers whether the property is held for sale in
the ordinary course of business (real estate inventories} or which are held primarily tc earn rental
and capital appreciation and are not occupied substantially for use by, or in the operations of the
Group (investment properties).

Distinction between investment properties and owner-occupied properties

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

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

Contingencies

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

Determining whether an arrangement contains a lease

The PPAs and EPPAs qualify as a lease on the basis that the Group sells all its output to the
specified counterparties as per their respective agreements. The agreements calls for a take or pay
arrangement where payment is made on the basis of the availability of the power plant complex
and not on actua! deliveries. The lease arrangement is determined to be an operating lease where a
significant portion of the risks and rewards of ownership are retained by the Group. Accordingly,
the power plant complex is recorded as part of property, plant and equipment and the fees billed to
the specified counterparties are recorded as revenue.
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Allocation of costs and expenses

Costs and expenses are classified as exclusive and common. Exclusive costs such as raw
materials and direct labor are charged directly to the product line, Common costs and expenses
are allocated using sales value.

Management’s Use of Estimates

The key assumptions concerning the future and other key sources of estimation and uncertainty at
the financial reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.

Revenue recognition

The Group’s revenue recognition policies require management to make use of estimates and
assumptions that may affect the reported amounts of revenues and costs. The Group’s revenue
from real estate sales recognized based on the percentage of completion are measured principally
on the basis of the estimated completion of a physical proportion of the contract work, and by
reference to the actual costs incurred to date over the estimated total costs of the project. The
carrying amount of installment contracts receivables amounted to £7.55 billion and P5.82 billion
as of December 31, 2014 and 2013, respectively (Note 5). The Group recognized real estate sales
in 2014, 2013 and 2012 amounting to P5.84 billion, 4.70 billion and £2.13 billion, respectively.

Estimating allowance for impairment losses

The Group reviews its loans and receivables at each reporting date to assess whether an allowance
for impairment should be recorded in the consolidated statement of financial position and any
changes thereto in profit or loss. In particular, judgment by management is required in the
estimation of the amount and timing of future cash flows when determining the leve! of allowance
required. Such estimates are based on assumptions about a number of factors. Actual results may
also differ, resulting in future changes to the allowance.

The Group maintains allowance for impairment losses based on the result of the individual and
collective assessment under PAS 39. Under the individual assessment, the Group 1s required to
obtain the present value of estimated cash flows using the receivable’s original effective interest
rate, Impairment loss is determined as the difference between the receivable’s carrying balance
and the computed present value. The collective assessment would require the Group to classify 1ts
receivables based on the credit risk characteristics (industry, customer type, customer location,
past-due status and term) of the customers. Impairment loss is then determined based on historical
loss experience of the receivables grouped per credit risk profile. Historical loss experience 1s
adjusted on the basis of current observable data to reflect the effects of current conditions that did
not affect the period on which the historical loss experience is based and to remove the effects of
conditions in the historical period that do not exist currently. The methodology and assumptions
used for the individual and collective assessments are based on management’s judgment and
estimate. Therefore, the amount and timing of recorded expense for any period would differ
depending on the judgments and estimates made for the year.

As of December 31, 2014 and 2013, the carrying values of these assets are as follows:

2014 2013
Receivables (Note 5) B21,119,578,787 £17,379,453,331
Due from related parties (Note 27) 176,629,476 849398310
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Evaluating net realizable value of inventories

Inventories are valued at the lower of cost and net realizable value. The Group reviews its
inventory to assess NRV at least annually. The amount and timing of recorded expenses for any
period would differ if different judgments were made or different estimates were utilized.

Real estate inventories

The Group adjusts the cost of its real estate inventories to net realizable value based on its
assessment of the recoverability of the inventories. In determining the recoverability of the
inventories, management considers whether those inventories are damaged or if their selling prices
have declined. Likewise, management also considers whether the estimated costs of completion
or the estimated costs to be incurred to make the sale have increased. The amount and timing of
recorded expense for any period would differ if different judgments were made or different
estimates were utilized.

Gasoline retail, petroleum products and chemicals

The Group provides allowance for inventory losses whenever utility of inventories becomes lower
than cost due to damage, physical deterioration, obsolescence, changes in price levels or other
causes (i.e., pre-termination of contracts). The aflowance account is reviewed regularly to reflect
the appropriate valuation in the financial records.

The carrying value of the Group’s inventories amounted to £31.43 billion and #20.81 biliton as of
December 31, 2014 and 2013, respectively (Note 6).

Estimating useful lives of property and equipment, investment properties and intangibles assets
The Group determines the Estimate Useful Life (EUL) of its property and equipment, investment
properties, and intangibles assets based on the period over which the assets are expected to be
available for use. The Group reviews annually the EUL of property and equipment, investment
properties and intangible assets based on factors that include asset utilization, internal technical
evaluation, and anticipated use of the assets. It is possible that future results of operations could
be materially affected by changes in these estimates brought about by changes in the factors
mentioned. A reduction in the EUL of property and equipment, investinent properties and
intangible assets would increase the recorded depreciation and amortization expense.

Customer relationship pertains to Toyota’s contractual arrangements with its top dealer customers
which lay out the principal terms upon which its dealers agree to do business. Management
assessed the useful life of the customer relationship to be indefinite since management is of the
view that there is no foreseeable limit to the period over which the customer relationship is
expected to generate net cash inflows to Toyota.

The said assessment is based on the track record of stability for the auto industry and the Toyota
brand. Added to this is the commitment of management to continue to invest for the long term, to
extend the period over which the intangible asset is expected to continue to provide economic
benefits.
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As of December 31, 2014 and 2013, the carrying values of investment property, property and
equipment, intangible assets from power purchase agreements, customer relationship, software
costs and franchise are as follow:

2014 2013
Investment properties {Note 9) P8,642,628,922 P8,328,668,533
Property and equipment (Note 11) 44,800,727,933 41,163,427 981
Power purchase agreements - net (Note 13) 7,721,413,554 8,199,068,543
Customer relationship (Note 13) 3,883,238,361 3,883,238,361
Software costs - net (Note 13) 19,816,621 15,814,615
Franchise - net (Note 13) 1,367,500 1,583,333

Evaluating asset impairment

The Group reviews investment properties, investments m and advances to associates and jointly
controlled entities, input VAT, creditable withholding tax, property and equipment, power
purchase agreements, software costs, franchise and cther noncurrent assets for impairment. This
includes considering certain indications of impairment such as significant changes in asset usage,
significant decline in assets’ market value, obsolescence or physical damage of an asset, plans in
the real estate projects, significant underperformance relative to expected historical or projected
future operating results and significant negative industry or economic trends.

As described in the accounting policy, the Group estimates the recoverable amount as the higher
of the fair value less cost to sell and value in use. In determining the present value of estimated
future cash flows expected to be generated from the continued use of the assets, the Group is
required to make estimates and assumpticns that may affect investments in and advances to
associates and jointly controlled entities, property and equipment, software cost and franchise.

The following table sets forth the carrying values of investment properties, investments in
associates and jointly controlled entities, input VAT, creditable withholding tax, property and
equipment, power purchase agreements, software costs, franchise and other noncurrent assets as of
December 31, 2014 and 2013:

2014 2013
P8,642,628,922 P§,328,668,533

Investinent preperties (Note 9)
Investments in associates and jointly controlted

entities (Note 8) 47,451,418,711  40,559,463,758
Input VAT (Note 7) 2,077,923,616 3,092,442,775
Creditable withholding taxes (Note 7) 496,404,153 1,213,867,634
Property and equipment (Note 11) 44,800,727,933  41,163,427,981
Power purchase agreements - net (Note 13) 7,721,413,554 8,199,068,543
Customer relationship (Note 13) 3,883,238,361 3,883,238.361
Software - net (Note 13) 19,816,621 15,814,615
Franchise - net (Note 13) 1,367,500 1,583,333
Other noncurrent assets (Note 14) 634,065,630 1,202,989.769

Estimating impairment of AFS investments

The Group treats AFS investments as impaired when there has been significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists.
The determination of what is ‘significant’ or when is ‘prolonged’ requires judgment. The Group
treats ‘significant’ generally as 20.00% or more of the cost of AFS and ‘prolonged’ if greater than
six months. In addition, the Group evaluates other factors, including normal and/or unusual
volatility in share price for quoted equities and the future cash flows and the discount factors for
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unquoted equities. The Group also considers the ability of the investee company (0 provide
dividends.

The carrying amounts of AFS investments amounted to £4.13 billion and £3.11 billion as of
December 31, 2014 and 2013, respectively (Note 10). The change in fair value of AFS
investments is recorded in the consolidated statements of comprehensive income. Net unrealized
gain on available-for-sale investments amounted to 618.36 million and £80.29 million as of
December 31, 2014 and 2013. As of December 31, 2014 and 2013, impairment loss on AFS
investments amounted to 10.22 million and nil, respectively (Note 26).

Impairment of goodwill and intangible assets with indefinite useful life

The Group conducts an annual review for any impairment in value of goodwill and intangible
assets with indefinite useful life (i.e., customer relationship). Goodwill is written down for
impairment where the net present value of the forecasted future cash flows from the business is
insufficient to support its carrying value. The Group uses the weighted average cost of capital in
discounting the expected cash flows from specific CGUs.

Refer to Note 13 for the details regarding the carrying values of the Group’s goodwill and
intangible assets as well as details regarding the impairment review and assessment.

Recognition of deferred tax assels

The Group reviews the carrying amounts of deferred taxes at each reporting date and reduces
deferred tax asset to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized. However, there 1s no
assurance that the Group will generate sufficient taxable profit to allow all or part of deferred
income tax assets to be utilized. The Group looks at its projected performance in assessing the
sufficiency of future taxable income.

The recognized and unrecognized deferred tax assets on temporary differences of the Group are
disclosed in Note 29,

Estimating the decommissioning liability

The Group has a legal obligation to decommission or dismantle its power plant assct at the end of
its useful life. The Group recognizes the present value of the obligation to dismantle the power
plant asset and capitalizes the present vatue of this cost as part of the balance of the related
property, plant and equipment, which are being depreciated and amortized on a straight-line basis
over the useful life of the related asset.

Cost estimates expressed at current price levels at the date of the estimate are discounted using a
rate of interest ranging from 3.90% to 5.97% per annum to take into account the timing of
payments. Each year, the provision is increased to reflect the accretion of discount and to accrue
an estimate for the effects of inflation, with charges being recognized as accretion expense which
is included under ‘Interest expense’ in the consolidated statement of comprehensive income.

Changes in the decommissioning liability that result from a change in the current best estimate of
cash flow required to settle the obligation or a change in the discount rate are added to (or
deducted from) the amount recognized as the related asset and the periodic unwinding of the
discount on the liability is recognized in the consolidated statement of comprehensive income as it
oceurs.
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While the Group has made its best estimate in establishing the decommissioning provision,
because of potential changes in technology as well as safety and environmental requirements, plus
the actual time scale to complete decommissioning activities, the ultimate provision requirements
could either increase or decrease significantly from the Group’s current estimates. The amount
and timing of recorded expenses for any period would be affected by changes in these factors and
circumstances.

Decommissioning liability amounted to £287.26 million and £192.66 million as of
December 31, 2014 and 2013, respectively (Note 21).

Estimating pension and other retivement benefils

The determination of the obligation and cost of pension and other retirement benefits is dependent
on the selection of certain assumptions used by actuaries in calculating such amounts. Those
assumptions are described in Note 28 to the consolidated statement of financial position and
include among others, discount rates, expected returns on plan assets and rates of salary increase.
While the Group believes that the assumptions are reasonable and appropriate, significant
differences in actual experience or significant changes in assumptions matertally affect retirement
obligations.

As of December 31, 2014 and 2013, the present value of defined benefit obligations amounted to
£3.52 billion and B2.82 billion, respectively. The carrying values of pension liability and expense
are disclosed in Note 28.

Fair value of financial instruments

Where the fair values of financial assets and financial liabilities recorded in the consolidated
statement of financial position cannot be derived from active markets, they are determined using
internal valuation techniques using generally accepted market valuation models. The inputs o
these models are taken from observable markets where possible, but where this is not feasible,
estimates are used in establishing fair values. These estimates may include considerations of
liquidity, volatility, and correlation.

Fair value of retained interest in BLRDC

In June 2012, Fed Land lost control on BLRDC, the latter becoming a jointly controlled entity.
Upon loss of control, the Group accounted for the investment retained at its proportionate share of
net asset value at the date control was lost. The Group used the fair values of the contributed land
properties and on-going construction less fair values of liabilities for the purpose of valuing the
Group’s retained interest. The valuation technigue applied in estimating the value of Group’s
retained interest is based on the Cost Approach.

Claims liability arising from insurance contracts

For nonlife insurance contracts, estimates have to be made both for the expected ultimate cost of
claims reported at the end of the reporting period and for the expected ultimate cost of the IBNR
claims at the reporting date. It can take a significant period of time before the ultimate claim costs
can be established with certainty and for some type of policies, IBNR claims form the majority of
the statement of financial position claims provision. The primary technique adopted by
management in estimating the cost of netified and IBNR claims, is that of using past claims
settlement trends to predict future claims settlement trends. At each end of the reporting period,
prior year claims estimates are assessed for adequacy and changes made are charged to provision.

Nonlife insurance claims provisions are not discounted for the time vatue of money.
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The main assumption underlying the estimation of the claims provision is that the Group’s past
development experience can be used to project future claims development and hence, ultimate
claims cost. Historical claims development is mainly analyzed by accident years, as well as by
significant business lines and claim types. Large claims are usually separately addressed, either by
being reserved at the face value of loss adjustor estimates or separately projected in order to reflect
their future development. In most cases, no explicit assumptions are made regarding future rates
of claims inflation or loss ratios. Instead, the assumptions used are those implicit in the historic
claims development data on which the projects are based.

The carrying values of provision for outstanding claims and IBNR amounted to #3.68 billion and
P4 .92 billion as of December 31, 2014 and 2013, respectively (Note 16).

Provision for product warranties

Estimated warranty costs are provided at the time of sale. The provision is based on the estimated
costs of future servicing the products sold, the costs of which are not recoverable from customers.
A provision is recognized for expected warranty claims on products sold during the last two (2)
years, based on past experience of the level of returns and repairs. It is expected that most of these
costs will be incurred in the next financial year and all will be incurred within three (3) years as of
the reporting date.

As of December 31, 2014 and 2013, provision for product warranty amounted to B181.96 million
and B288.75 million, respectively (Note 21).

Assessment of linked transactions

The acquisition of a non-controlling interest is accounted for as a linked transaction when it arises
from the same transaction as that at which control was gained. The Group considers the following
factors in assessing a linked transaction:

* the option over the remaining interest and subsequent acquisition is not negotiated separately
by non-centrolling shareholders;

» the offer period is for a short period; and

e the price per share offered for subsequent increases is fixed and consistent with the price paid
for the controlling interest.

Cash, Cash Equivalents and Short-term Investments

Cash and Cash Equivalents
This account consists of’

2014 2013
Cash on hand P32.312,324 R5,742,556
Cash in banks (Note 27) 17,170,401,145 4.651,051,201
Cash equivalents (Note 27) 12,499,690,523 22,510,094,695

P29,702,403,992 P27,166,888,452

Cash in banks earns interest at the prevailing bank deposit rates. Cash equivalents are made for
varying periods of up to three months depending on the immediate cash requirements of the
Group, and earn interest at the prevailing short-term investment rates ranging from (0.50% to
3.75% in 2014 and 0.25% to 4.50% in 2013.
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These represent the Group’s foreign currency and peso-denominated time deposits, as well as
money market placements, with original maturities of more than three (3) menths and up te
12 months and earn interest at the respective short-term investment rates, ranging from 0.20% to

2.00% in 2014 and 0.20% to 3.00% in 2013.

Receivables

This acceunt consists of:

2014 2013
Trade receivables P8,488,706,494 PR8,032,978.324
Installment coniracts receivables 7,545,443,471 5,819,661,101

Insurance receivables 2,042,080,123 1,622,829,840
Nontrade receivables 1,151,619,498 325,024,812
Loans receivable 700,231,199 719,934,106
Accrued rent and commission income 368,846,035 335,682,637
Dividends receivable (Note 27) 240,000,000 240,000,000
Accrued interest receivable 103,696,004 49.037,199
Others 695,367,933 257,845,584

Less allowance for credit losses

21,335,990,757 17,402,993,603
216,411,970 23,540,272

P21,119,578,787 B17,379,453,331

Total receivables shown in the consolidated statements of financial position follow:

2014 2013

Current portion
Noncurrent portion

P16,222,612,447 £12,450,904,615
4,896,966,340  4,928,548.716

P21,119,578,787 £17,379,453,331

Noncurrent receivables consist of:

2014 2013

Trade receivables
Installment contracts receivables
Loans receivable

P463,783,493 P674,164,980
3,732,951,648 3,534,449,630
700,231,199 719,934,106

P4,896,966,340 P4.928,548,716
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Trade Receivables
The details of trade receivables follow;

2014 2013
Current:
Power P3,582,913,275 B3,723,957,882
Automotive 4,442,009,726 3,634,855,462
8,024,923,001 7,358,813,344
Noncurrent:
Power 463,783,493 674,164,980

P8,488,706,494 P8,032,9783324

Trade receivables for power pertain to outstanding billings for energy fees and passed through fuel
costs arising from the delivery of electricity, while trade receivables for automotive pertain to
receivables from sale of vehicles and/or parts and services.

Trade receivables are noninterest-bearing and generally have 30 days to | year term.

Insta]lment Contracts Receivables

Installment contracts receivables pertain to receivables from the sale of condominium units. Titles
to the sold condominium units are transferred to the buyers only upon full payment of the contract
price.

The details of installment contracts receivables follow:

2014 2013

Instalbment contracts receivables P8,603,493,109 P6,683,498,838
Less: unearned interest income 1,058,049,638 863,837,737
7,545,443,471 5,819,661,101

Less: noncurrent portion 3,732,951,648 3,534,449,630
Current portion B3,812,491,823 P2,285,211,471

Installment contracts receivables are collected over a period of one (1) to ten (10) years and are
noninterest-bearing. The fair value upon initial recognition is derived using the discounted cash
flow methodology using discount rates ranging from 8.00% to 12.00% in 2014 and 2013.

Movements in the unearned interest income in 2014 and 2013 fellow:

2014 2013
Balance at beginning of year P863,837,737 P492,093,032
Additions 1,351,608,825  1,120,891,300
Accretion (Note 23) (1,157,396,924)  (749,146,595)

Balance at end of vear $1,058,049,638 P863,837,737
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Insurance Receivables
The details of insurance receivable follow:

2014 2013
Premiums receivable and agents’ balances £1,109,826.,848 R0O21,004,162
Reinsurance recoverable on paid losses 852,193,360 617,226,869
Bonds recoverable on paid losses 33,617,614 30,702,317
Due from ceding companies 40,783,619 51,004,663
Funds held by ceding companies 5,658,670 2,891,829

P2,042,080,123 P1,622,829,840

Premiums receivable and agents balances arise from unpaid premiums from policy holders and
intermediaries, due from ceding compantes are premiums receivable for reinsuring the policies,
while recoverable on paid losses are the share of ceding companies for the claims paid to the
insured during the year. The amount of funds held by ceding companies is a percentage of the
premiums, as required by the Insurance Commission. The Group’s insurance receivables are all
due within one year.

Nontrade Receivables

Nontrade receivables mainly consist of vehicle acquisition plan loans extended to employees
which are collectible within one (1) year and expenses of the affiliates which were shouldered by
the Group {Note 27).

Loans Receivable
Loans receivable from various counterparties pertain to long-term receivables as follow:

2014 2013
Real estate P626,844,230 P618,547,138
Power 73,386,969 101,386,968
Balance at end of year 700,231,199 P710,034,106

Loans reccivable for real estate relate to a loan agreement (Loan) with Cathay International
Resources Corp. (Borrower), an affiliate. On December 21,2012, Fed Land agreed to lend to the
Borrower a total amount of 8705.00 million with a nominal and effective interest rate of 3.15%
and 4.8) %, respectively. The loan will mature on the tenth year anniversary from the date of
execution of the agreement (Note 27). Fed Land used discounted cash flow analyses to measure
the fair value of the Loan. The ‘Day 1’ difference from this receivable amounting to

R94.22 million in 2012 was recorded under ‘General and administrative expense’ in the
consolidated statement of comprehensive income (Note 26). Accretion of interest in 2014 and
2013 amounted to 27.35 million and £7.92 million, respectively.

Loan receivables for power pertain to GBPC’s loan to PECO as assistance to build a transmission
line payablc in equal monthly installment within five (§) years commencing on the sixth month
after the date of the last release of the loan balance subject to an interest rate of 9.00% per annum.

Accrued Rent and Commission Income

Accrued rent and commission income from real estate business pertain to rent and commission
from third party real estate developers already earned but not yet collected, with a 15 to 30 days
term.
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Dividends Receivable
Dividends receivable pertains to receivable from Federal Land Orix Corporation (FLOC) for
dividends but not yet paid as of December 31, 2014 (Note 27).

Others
Other receivables include receivable from employees, accrued interest receivable, receivable from
Bureau of Internal Revenue (BIR) and management fee recetvables.

Allowance for Credit [.osses
Changes in the allowance for credit losses on receivables are as follows:

December 31, 2014

Trade Insurance Other
Receivables Receivables Receivables Total
Balance at beginning of year $215,500 £13,968,802 £9,355.970 £23,540,272
Provision for credit losses (Note 26) 2,440,842 2,336,708 190,444,149 195,221,699
Write-off (2,350,001} - - (2,350,001)
Balance at end of year P306,341 £16,305,510 £199,800,119 £216,411,970
Individual impairment P306,341 P £199,800,119 £200,106,460
Coilective impairment - 16,305,510 - 16,305,510
£306,341 £16,305,510 $£199,800,119 £216,411,970
Gross amouitt of receivables
individually impaired before
deducting any impairment
allowance $54,985,085 £16,305,509 £2,815,201 B74,105,795
December 31, 2013
Trade Insurance Other
Receivables Receivables Receivables Total
Ralance at beginning of year B B B4,617,424 P4,617,424
Provision for credit losses (Nete 26) 300,000 13,568,802 8,288,966 22,557,768
Write-off (84,500) - (3,550,420) (3,634,920)
Balance at end of year P215,500 13,968,802 9,355,970 P23 340,272
Individual impairment B215,500 B- P9 355,670 BG 571,470
Coilective impairment — 13,968,802 — 13,968,802
£215,500 £13.968,802 £0.355,970 P23,540,272

Gross amount of receivables
individually impaired before
deducling any impairment
allowance B5 923 816 B- £30,028,493 B30 952,309
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6. Inventories

This account consists of:

2014 2013
At cost
Real estate
Land and improvements P18,825,067,741 B9,684,589,236
Condominium urnits held for sale 5,267,587,244 5,324,507.924
Construction in progress 1,324,802,315 1,116,298,814
Gasoline retail and petroleum products
{Note 25) 5,769,494 7,940,644
Food (Note 25) 934,674 1,310,005
Power
Coal 289,631,702 561,574,604
Industrial fuel and lubricating oil 158,736,907 84,575,238
Automotive
Finished goods 2,314,179,575 909,282,096
Work-in-process 52,269,353 63,490,932
Raw materials in transit 1,205,376,918 1,701,716,946
29,444,355,923 19,455,286,439
At NRYV
Power
Spare parts and supplies 580,238,875 509,302,236
Automative
Spare parts 1,401,794,020 848,716,319
1,982,032,895 1,358,018,555

P31,426,388,818 £20,813,304,994

A summary of movements in real estate inventories (excluding gasoline retail, petroleum products
and food) follows:

2014
Condominium
unit held Land and Construction
for sale improvements in progress Total

Balance at beginning of the year P5,324,507,924  P9,684,589,23¢  ®1,116,298,814 PI6,125,395,974
Construction and development costs

incurred 831,755,965 - 3,382,205,969 4,213,961,934
Land acquired during the year - 8,884,422,878 - 8.884,422.878
Borrowing costs capitalized 387,731,010 - 321,918,979 709,649,989
Cost of sales during the year (4,333,871,992) - - (4,333,871,992)
Transfer from construction in progress

to condominium units for sale 3,042,977,425 - (3,042,977 ,425) -
Land developed during the period 14,486,912 (252,126) (14,234,786) -
Transfers to and from investment

property {Note 9} 256,307,753 {438,409,236) (182,101,483)

Balance at end of the year P5,267,587,244 P18,825,067,741 P1,324,802,315 P25417,457,300
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2013
Condominium
unit held Land and Construction
for sale improvements in progress Tatal

Balance at beginning of the year

Construction and development costs
incurred

Land acquired during the year

Borrowing costs capitalized

Cost of sales during the year

Transfer from construction in progress
to condominium units for sale

P5,848,513,798

405,958,415

256,062.423
(3,666,932,487)

2,273,251,417

£4,670,153,960

3,530,124,671

629,766,101

2,643,199811

43,203,175

B11,148,433.859

3,049,158,226

3,530,124,671

299,263,598
{3,666,932,487)

(2,273.251,417) -

(547,826,286)

Land developed during the period 72,352,773 475,473,513 -
Transfers to and from investment
property (Note 8) 135,301,585 2,032,136,891 (402,092,369) 1,765,346,107

Balance at end of the year B5,324,507,924 P9 684,589,236 P1,116,298.814 P16,125395,974

In 2014 and 2013, Fed Land acquired parcels of land amounting to P8.88 billion and P3.53 billion,
respectively, to be held either for sale or for future land development.

Fed Land’s capitalized borrowing costs in its real estate inventories amounted to P389.72 million
and 2144.69 million in 2014 and 2013, respectively, for loans specifically used to finance Fed
Land’s project construction with interest rates ranging from 3.35% to 6.27% and 3.25% to 7.09%
in 2014 and 2013, respectively. Also, Fed Land’s capitalized borrowing costs in respect of its
general borrowing amounted to 319.93 million and P154.58 million in 2014 and 2013,
respectively. The average capitalization rate used to determine the amount of borrowing costs
eligible for capitalization was 7.34% in 2014 and 2013. Said capitalized interest is added to
‘Condominium units held for sale’ account and recognized as expense upon the sale of
condominium units.

Among the land owned by Fed Land is a parcel of land with a total cost of B175.96 million with
an area of 5,484 square meters located at Bonifacio Global City, Fort Bonifacio, Taguig City.
Said parcel was subject to deed of assignment in favor of BLRDC (formerly MHC) dated
December 2%, 2011. In 2012, this parcel of iand became the contribution of the Fed Land to
BLRDC upon execution of the Stockholders” Agreement with Orix Corporation (Orix) (Note 3).

Inventories charged to current operations amounted to B78.32 billion, 50.64 billion and
PR10.15 billion in 2014, 2013 and 2012, respectively.

Allowance for inventory write-down on automotive spare parts inventories follows:

2014 2013

Beginning balance P145,819,600 P140,990,193

Provision for inventory write-down 17,467,493 26,912,531
Reversal - (3,166,859)
Write-off of scrap inventories (31,790,786) (18,916,265)
P131,496,307 P145,819,600
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7. Prepayments and Qther Current Assets

This account consists of:

2014 2013
Input value-added tax (VAT) B2,077,923,616 P3,092,442,775
Advances to contractors and suppliers 1,514,884,735 741,106,996
Creditable withholding taxes 496,404,153 1,213,867,634
Prepaid expenses 603,802,975 468,805,828
Deferred acquisition cost 308,804,931 216,376,278
Ad valorem tax 266,145,432 113,935,646
Advances to officers, employees and agents
(Note 27) 49,574,060 67,970,674
Assets held for sale 18,487,212 15,020,002
Others 132,261,782 39,699,917

P5,468,288,896 £5,969,225,750

Input VAT arises from the Group’s purchases of goods and services and will be applied against
output VAT on sales in the succeeding periods.

Advances to contractors and suppliers pertain to the Group’s advances and initial payments for the
purchase of construction materials and supplies and contractor services. These are liquidated
every progress billing payments and will be due and demandable upon breach of contract.

Creditable withholding taxes (CWT) are attributable to taxes withheld by third parties arising from
net fees, service fees, real estate revenue, auto sales and rental income.

Prepaid expenses mainly include unamortized commission expense for incomplete real estate units
and prepayments for supplies, taxes and licenses, rentals and insurance.

Deferred acquisition cost pertains to costs incurred during the financial period that vary with and
are related to securing new insurance contracts and or renewing existing insurance contracts, but
which relates to subsequent financial periods, and are deferred to the extent that they are
recoverable cut of future revenue margins.

The ad-valorem tax represents advance payments to the BIR. This is applied against taxes on the
manufacture and importation of vehicles which generally occurs within one (1) year from the date
the ad-valorem taxes are paid.

Advances to officers and employees amounting to £38.30 million and B56.56 million as of
December 31, 2014 and 2013, respectively, pertain mainly to cash advances for business-related
expenses. Advances to officers and employees are liquidated within 30 days after incurrence of
expense. Cash advances to agents amounting to £11.27 million and £11.41 million as of
Deceinber 31, 2014 and 2013, respectively, pertain to mobilization funds granted to agents to
finance their sales-related needs. These advances are subjected to liquidation within 30 days after
the release of cash advance.

Assets held for sale pertains to amounts recoverable on account of losses on direct business of
Charter Ping An. These recoveries are available for immediate sale in its present condition and its
sale are highly probable. In 2014 and 2013, the Company is committed to a plan to sell the asset
and is actively locating a buyer.
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Others include deferred import charges, marginal deposits set aside for payment to the contractors
and suppliers, security deposit for operating leases, and for power delivery and ancillary services,
and deposit for purchase of external services and materials.

Investments in Associates and Joint Controlled Entities

This account consists of*

2014 2013
Investinents in associates R39,994,616,085 R35,917,641,650
Investments in jointly controlled entities 7,456,802,626 4,641,822,068

$47,451,418,711 P40,559,463,758

The movements in the Group’s investments in associates follow:

2014 2013
Cost
Balance at beginning of year P25,123,825,347 £26,691,517,245
Reclassification to advances to associate (100,000) -
Acquisitions/additional investments during
the year - 4,537,085,322
Attributable to indirect interest - business
combination
Previousty held interest - (14,944,346)
Sale of indirect interest - 3,564,356,163
Effect of business combination achieved
in stages —  (9,654,189,037)
Balance at end of year 25,123,725,347  25,123,825,347
Accumulated equity in net income
Balance at beginning of year 14,316,511,275  14,132,466,033
Attributable to indirect interest - business
combination (1,624,957) (79,082,449
Equity in net income for the year 5,361,790,713 4,043 232 848
Unrealized upstream gain on sate of Toyota - {863,773,221)
Unrealized gain on sale of properties (Note 27)  (2,091,373,578) -
Effect of business combination achieved
in stages - (2,916,331,936)
Elimination of unrealized gain on sale of shares
of stock to GT Capital (329,137,950) -
Balance at end of year 17,256,165,503 14.316,511,275
Dividends received
Balance at beginning of vear (3,225,860,989) (4,498,007,592)
Dividends received during the year (953,447,182) {755,886,419)
Effect of business combination achieved
in stages - 2,028.033,022
Balance at end of year (4,179,308,171)  (3,225,860,989)

(Forward)
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2014

2013

Accumulated equity in other comprehensive

income

Balance at beginning of year

Equity in other comprehensive loss for the year

Realized gain (loss) from sale of AFS
invesiments of associates

Reversal of accumulated equity in other
comprehensive income of previously held
interest to profit or loss

Elimination of equity take up of indirect interest

Effect of business combination achieved in
stages

(R296,833,943) P2,487,529,431

(320,125,622)

319,619,393

(738,740,864)

(2,026,061,414)

(8,634,834)
2,962,073

(13,888,335)

Balance at end of year

(297,340,172)

(296.833,943)

Effect of elimination of intragroup profit

2,091,373,578

£39,994,616,085 £35917,641, 690

2014

The movements in the Group’s investment in jointly controlled entittes follow:

2013

Cost
Balance at beginning of year
Acquisitions/additional investments

B4,138,644,833
2,617,256,250

P3,636,401,083
502,243,750

Balance at end of year

6,755,901,083

4,138,644,833

Accumulated equity in net income

Balance at beginning of year 747,432,110 339,081,530

Equity in net income for the year 480,842,158 408,350,580

Balance at end of year 1,228,274,268 747,432,110
Dividends received

Balance at beginning of year (240,300,000) (240,000,000)

Dividends declared during the year (240,600,000) -

Balance at end of vear (480,600,600) (240,000,000)
Accumulated equity in other comprehensive

income

Balance at beginning of year (4,254,875) -

Equity in other comprehensive income for the

year - (4,254,875)
Balance at end of year (4,254,875) (4,254 875)

Effect of elimination of intragroup profit

(43,117,850)

£7,456,802,626

P4,641,822, 068

AN



-53 -

Details regarding the Group’s associates and jointly controlled entities follow:

Nature of Country of Effective Ownership

Business Incorporation 2014 2013

Associates:
MBTC Banking Philippines 25.11 25.11
Phil AXA [nsurance ~do- 25.33 2531
Crown Central Properties Corporation

(CCPC) Real estate -do- 48.00 48.00
Global Luzon Energy Development

Corporation (GLEDC) Power -do- 49.00 49.00
Jointly controlled entities:
BLRDC Real estate -do- 70.00 70.00
FLOC -do- -do- 60.00 60.00

Automotive

TMBC Operations -do- 60.00 40.75
TFSPC Financing -do- 40.00 -

The carrying values of the Group’s investments in associates and jointly controlled entities follow:

2014 2013

Associates;
MBTC P38,918,728,635 BR34,852,200,333
Phil AXA 1,004,835,578 995,808,466
CCPC 71,051,872 69,532,891
GLEDC - 100,000

39,994,616,085 35,917,641,690

Jointly controlled entities:

BLRDC 3,922,244,544 3,628,015,056
TESPC 2,430,126,977 -
TMBC 768,156,946 469,615,736
FLOC 336,274,159 514,191,276

7,456,802,626 4,641,822 068
R47,451,418,711 R40,559,463,758

The following table summarizes cash dividends declared and paid by the Group’s associates and
jointly controlled entities:

Total

Declaration date  Per share  (in millions) Record Date Payment Date
2014
MBTC March 26,2014 21,00 P2,745 May 7, 2014 May 16, 2014
Phil AXA October 23,2014 89.10 1,043 Qctober 23,2014  November 26,2014
FLOC December 17,2014 0.73 400 December 31, 2014 January 31, 2015
2013
MBTC January 23, 2013 B1.00 B2,111 March 8, 2013 April 3, 2013
Phil AXA QOctober 16, 2013 134.96 891 QOclober 16, 2013 November 14, 2013
FLOC October 25, 2013 0.73 400 December 31, 2013 Tanuary 10, 2014

Investment in TESPC

On August 29, 2014, GT Capital signed a Sale and Purchase Agreement with MBTC and
Philippine Savings Bank (PSBank), a majority owned subsidiary of MBTC, to purchase their
respective shares in TESPC representing 15.00% and 25.00%, respectively, of ownership interest
for an aggregate consideration of 2.10 billion.
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On September 26, 2014 and November 27, 2014, the Parent Company remitted B70.00 million and
R210.00 million, respectively to TFSPC in response to the latter’s equity call upon its
stockholders.

Investment in TMBC

On December 18, 2013, the Parent Company acquired 101.87 million common shares of TMBC
for a total consideration of B502.24 million, representing 40.75% of TMBC’s outstanding capital
stock.

On March 4, 2014 the Parent Company acquired 48.12 million common shares of TMBC from
FMIC, a majority owned subsidiary of MBTC, for a total purchase price of B237.26 million. The
acquisition represents 19.25% of TMBC’s outstanding capital stock and raised the Parent
Company’s ownership interest in TMBC to 60.00%.

The Parent Company assessed that it has joint control over TMBC based on the existing
contractual arrangement among TMBC’s shareholders.

Investment in BLRDC

Fed Land and Morano Holdings Corporation Omnibus Agreement

On January 25, 2012, the SEC approved the change in corporate name from Morano Holdings
Corporation to BLRDC.

On December 8, 2011, Fed Land and Orix executed a memorandum of agreement (MOA)
whereby each party will contribute a combination of cash and properties to BLRDC in exchange
for shares of stock of BLRDC. Both Fed Land and Orix intended to develop “Project Land”
which will be composed of developments in three main projects, namely (1) Residential
condominium project (2) Hotel/office building, and (3) Operation of the Hotel.

On December 21, 2011, Fed Land, BLRDC and Orix (Parties) entered into the Omnibus
Subscription Agreement (OSA) which sets out the Parties” mutual understanding as to the
subscription to, and the issuance of, shares of stock of BLRDC to Fed Land and Orix, and various
other agreements regarding the respective contributions of Fed Land and Orix to BLRDC, and
their understanding in respect of such other matters as are hereinafter set forth. The OSA sets
forth the tranches of contributions from the investors and the equivalent shares that will be
transferred to the respective parties.

Simultaneously on December 21, 2011, Fed Land and Orix, also entered into a Shareholder
Agreement (SA). The SA will govern their relationship as the shareholders of BLRDC as well as
their respective rights and obligations in relation to BLRDC. The SA specifies that the Parties
agree that their shareholding ratio in BLRDC shall be 70.00% for Fed Land and 30.00% for Orix
(Shareholding Ratio). The Parties shall infuse additional capital into BLRDC in accordance with
the Shareholding Ratio. The SA shall take effect upon the execution of the SA by the Parties,
provided that the SA shall cease to become binding on the Parties if the closing does not take
place under specific conditions of the SA or the SEC does not approve BLRDC’s application for
the amendment of its Articles of Incorporation.

All conditions were met on June 8, 2012, which is the date of the loss of control of Fed Land on
BLRDC, the latter ceasing to be its subsidiary and becoming a jointly controlled entity. Effective
such date, the ownership of the Parent company on BLRDC becarne 70.00%, while that of Orix is
30.00%.
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The retained interest was measured at fair value and the difference of such fair value and the cost
of the asset given up by Fed Land is recognized as ‘Gain from loss of control on a subsidiary’
amounting to £1.45 billion in the consolidated statement of income. From the date of joint
control, Fed Land recognized its share in equity in net earnings of BLRDC in the consolidated
statements of income. For periods prior to loss of control, the financial statements of BLRDC
were still consolidated and prior year financial statements before loss of control was not restated.

Investment in MBTC

In 2011, FMIC, a majority owned subsidiary of MBTC participated in a bond exchange
transaction under the liability management exercise of the Philippine government. The SEC
granted an exemptive relief from the existing tainting rule on HTM investments under PAS 39,
Financial Instruments: Recognition and Measurement, while the BSP also provided the same
exemption for prudential reporting to the participants. Following the exemption granted, the 2014
and 2013 consolidated financial statements of MBTC have been prepared in compliance with
Phitippine GAAP. For the purpose of computing the Group's share in 2014 and 2013 net income
and other comprehensive income of MBTC, certain adjustments were made in the Group's 2014
and 2013 consolidated financial statements to comply with PFRS.
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Fair Value of Investment in Associates and Jointly Controlled Entities

Phil AXA, CCPC, and GLEDC, as welt as TMBC, BLRDC and FLOC are private companies and
there are no quoted market prices available for their shares. As of December 31, 2014 and 2013,
the fair value of the Group’s investment in MBTC, which is listed on the PSE, amounted to
P57.17 billion and B52.07 billion, respectively.

The net assets and liabilities of MBTC and Phil AXA consist mainly of financial assets and
financial liabilities.

As of December 31, 2014 and 2013, the Group has no share on commitments and contingencies of
its associates and jointly controlled entities.

The financial information of subsidiaries that have material non-controlling interests is provided
below:

Proportion of equity interests held by non-controlling interests

Nature of Direct Ownership Effective Ownership

Business 2014 2013 2014 2013
GBPC Power 48,73 49.11 47.55 46.84
TMPC Motor 49.00 49.00 49.00 49.00

Carrying value of material non-controlling interests

2014 2013
GBPC P7,769,510,264  P14,374,650,215
TMPC 8,570,422,039 7,239,677,863

Net income for the period allocated to material ron-controlling interests

2014 2013
GBRPC P2,389,477,262 P1,879,867,504
TMPC 3,590,291,318 1,987,847,150

The following table presents the financial information of subsidiaries with material NCI as of and
for the years ended December 31,2014 and 2013 (amounts in mitlions):

2014 2013
GBPC TMPC GBPC TMPC
Statement of Financial Position
Current assets £22.,077 £22,430 B17.126 P20,801
Non-current assets 46,367 4,276 42,749 4,240
Current liabilities 10,834 11,694 10,830 13,110
Non-current liabilities 27,834 3,086 25,310 2,644
Dividends paid to non-controlling
interests 962 2,258 982 1,467
Statement of Comprehensive Income
Revenues 19,227 105,104 17,055 802,250
Expenses (15,707) (95,028) (14,093) (75,980}
Net incotne 3,520 10,076 2,962 4,270
Totai comprehensive income (loss) 4,270 7,254 3,273 (32)
Statement of Cash Flows
Net cash provided by operating activities 6,480 5,799 5,884 4,253
Net cash used In investing activities (4,751) (743) (4,604) (2,564)
Net cash provided by (used in) financing
activities 3,686 (4,088) (1,925) 607
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Limitation on dividend declaration of associates and joint ventures

Phil AXA

Section 195 of the Insurance Code provides that a domestic insurance company shall declare or
distribute dividends on its outstanding stock only from profits remaining on hand after retaining
unimpaired:

» the entire paid-up capital stock;

e the margin of solvency required;

o the legal reserve fund required; and

e asum sufficient to pay all net losses reported or in the course of settlement and all liabilities
for expenses and taxes.

MBIC
The BSP requires banks to keep certain levels of regulatory capital and liquid assets, limit their
exposures to other parts of the Group and comply with other regulatory ratios.

In the ordinary course of the Group’s business, the Parent Company issues guarantee for the
completion of Fed Land’s ongoing real estate projects (Note 36).

As of December 31, 2014 and 2013, there were no agreements entered into by the associates and
jointly controlled entities of the Group that may restrict dividends and other capital distributions to
be paid, or loans and advances to be made or repaid to or from other entities within the Group.

As of December 31, 2014 and 2013, accumulated equity in net earnings amounting to

P13.83 billion and £11.60 billion, respectively, is not available for dividend declaration. The
accumulated equity in net earnings becomes available for dividends upon declaration and receipt
of cash dividends from the investees.

Investment Properties

The composition and rollforward analysis of this account follow:

December 31, 2014

Land and
Improvements

Building and
Improvements

Total

Cost

Al January 1 £4,796,602,102 $3,926,129,903 P§,722,732,005
Effect of business combination 301,367,000 - 301,367,000
Additions 7,551,786 79,587,690 87,139,476
At December 31 5,105,520,888 4,005,717,593 9,111,238,481
Accumulated Depreciation

At January | 61,713,968 332,349,504 394,063,472
Depreciation (Note 11} 377,589 74,168,498 74,546,087
At December 31 62,091,557 406,518,002 468,609,559

Net Book Value at December 31

$5,043,429,331

P3,599,199,591

P8,642,628,522
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December 31, 2013

Land and Building and

Improvements Improvements Total
Cost
At January | B4, 884 012 384 £3,052,135,164 7,936,147 548
Effect of business combination 2,298.668,751 109,523,022 2,408,191,773
Additions - 143,738,791 143,738,791
Transfers (Note 6) (2,386,079,033) 620,732,926 (1,765,346,107)
At December 31 4,7%6,602,102 3,926,129,903 8,722.732.005
Accumulated Depreciation
At January 1 - 120,570,577 120,570,577
Effect of business combination 61,713,968 101,732,698 163,446,666
Depreciation (Note 11) — 110,046,229 110,046,229
At December 31 61,713,968 332,349,504 394,003,472
Net Book Value at December 31 B4,734,888,134 B3,593,780,399 £8,328,668,533

Certain parcels of land were transferred to the ‘Inventories’ account with a carrying amount of
22 39 billion as of December 31, 2013. The transferred properties are intended for the
construction of condominium units held for sale.

Various parcels of land are lcased to several individuals and corporations including related parties.
Some of the lease contracts provide, among others, that within a certain period from the expiration
of the contracts, the lessee will have to demolish and remove any and alt improvements built
within the leased properties. Otherwise, the tessor will cause the demolition and removal thereof
and charge the cost to the lessee unless the lessor occupies and appropriates the same for its use
and benefit. Rent income recognized from these properties amounted to B764.49 million,

2592 04 million and £233.44 million in 2014, 2013 and 2012, respectively (Note 30).

The depreciation of the investment properties amounted to B74.55 million, P1 10.05 million and
P11.79 million in 2014, 2013 and 2012, respectively.

The aggregate fair vatue of the Group’s investment properties amounted to #1 1.14 billion and
R10.84 billion as of December 31, 2014 and 2013, respectively. The fair value of the Group’s
investment properties has been determined based on valuations performed by third party valuers.
The value of the Jand was estimated by using the Market Data Approach, a valuation approach that
considers the sales, listings and other related market data within the vicinity of the subject
properties and establishes a value estimate by processes involving comparison. Valuation of the
Group’s investment properties are done every three years with the latest valuation report issued in
February 2012.

10.

Available-for-sale Investments

This account consists of:

2014 2013

Equity securities
Quoted £2,549,232,004 PB1,497970,179
Unquoted 480,655,253 480,269,424
Quoted debt securities 1,096,992.,874 1,132,556,640

£4,126,880,131 B3,110,796,243
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Unquoted AFS investments are carried at cost due to the unpredictable nature of future cash flows
and the lack of suitable valuation of arriving at a reliable fair value.

Unquoted AFS investments in Toyota Autoparts Philippines, Inc. (TAPI), representing 5.00%
ownership interest, amounted to 466.20 million as of December 31, 2014 and 2013, Also
included in the balance are AFS investments of Fed Land, TCI and Charter Ping An amounting to
£9.94 million, B0.39 million and B0.06 million, respectively.

Unquoted AFS of Fed Land pertain to preferred shares of a utility company issued to the Group in
connection with its subscription to the electricity services of the said utility company needed for
Fed Land’s real estate projects. The said preferred shares have no active market and the Group
does not intend to dispose these investments since these are directly related to the continuity of its
business.

Quoted debt securities follow:

Realized gain on sale on AFS

2014 2013
Government debt securities P780,975,000 P850,008,893
Private debt securities 316,017,874 282,457,747
£1,096,992,874 £1,132,556,640
Movements in the net unrealized gain on AFS investments follow:
2014
Attributable to  Non-controlling
Parent Company Interest Total
Balance at beginning of year P80,294,836 P89,564,687 P169,859,523
Net changes shown in other
comprehensive income
Fair value changes on AFS
investments 549,784,963 443,042,200 992,827,163

investments (Note 23) (11,719,110) — (11,719,110)
538,065,853 443,042,200 981,108,053
Balance at end of year P618,360,689 P532,6006,887 P1,156,967,576
2013
Attributable to Non-controlling
Parent Company Interest Total

Balance at beginning of year

(B6,606,601)

(P3,883,398)

(10,489,999

Net changes shown in other
comprehensive income
Fair value changes on AFS

investments 95,424,287 93,448,085 188,872,372
Realized gain on sale on AFS
investments (Note 23) (8,522,850) — (8,522,850)
86,901,437 93,448,085 180,349,522
Balance at end of year 280,294,836 89,564,687 P169,859,523
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The property and equipment of CEDC, property and equipment of TPC (except TPC1A’s
construction in progress), and the property and equipment (except non-utility assets} of PPC and
PEDC, with aggregate carrying value of 839.18 billion and 32.44 billion as of December 31,
2014 and 2013, respectively, have been mortgaged/pledged as security for their long-term debt
{(Note 17).

Construction-in-progress pertains to the accumutated cost incurred for the PEDC Unit 3
Expansion which was started in 2012 and is expected to be completed in 2015.

Gain on disposal of property and equipment amounted to #90.17 million, 216.00 million and
P8.32 million in 2014, 2013 and 2012, respectively (Note 23).

Details of depreciation and amortization follow:

2014 2013 2012
Property and equipment P2,642,694,496 $2,261,846,946 P1,293,948,792
Intangible assets (Note 13) 485,835,540 485,381,510 323,376,065
Investment properties (Note 9) 74,546,087 110,046,229 11,790,470

P3,203,076,123 PB2,857,274,685 P1,629,115327

Breakdown of depreciation and amortization in the consolidated statements of income follow:

2014 2013 2012
Power plant operation and
maintenance expenses
(Note 24) P1,756,195,944 R1,678,551,135 P1,255,133,738
Cost of goods manufactured 388,080,484 234,483,648 -
Cost of rental (Notes 30) 172,061,483 73,281,106 5,744,033
General and administrative
expenses (Note 26) 886,738,212 870,958,796 368,237,556
P3,203,076,123 B2,857,274,685 PB1,629,115,327
12. Deposits

In 2011, the Group entered into an option agreement with its various affiliates for the exclusive
rights for three (3) years either (a) to purchase the property, (b) to purchase shares of stock of the
third party which own the property, (c) to develop the property as developer in a joint venture with
a third party or (d) to undertake a combination of any of the foregoing, as may be agreed upon by
the parties.

In 2012, option agreements with Kabayan Realty Corporation, Titan Resources Corporation and
Hill Realty and Development amounting to 500.00 million, 21.00 billion and £500.00 million,
respectively were terminated and settled in cash. There were no outstanding option deposits as of
December 31, 2014 and 2013. These deposits carried a 7.34% interest in 2013 and 2012. Interest
income recognized amounted to £263.85 million and #257.74 mitlion in 2013 and 2012,
respectively (Note 23).
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13. Goodwill and Intangible Assets

Goodwill and intangible assets consist of:

2014 2013
Power purchase agreements — net (Note 31) P7,721,413,554 £8,199,068,543
Goodwill (Note 31) 6,179,724,903 6,175,311,202
Customer relationship (Note 31) 3,883,238,361 3,883,238,361
Software costs — net 19,816,621 15,814,615
Franchise — net 1,367,500 1,583,333

P17,805,560,939 P18,275,016,054

Goodwill
Goodwill comprises the excess of the acquisition cost over the fair value of the identifiable assets
and liabilities of companies acquired by the Group.

Goodwill in relation to acquisitions has been attributed to the following CGUs:

2014
Toyota Ping An THC TCi Total
Cost
Balances at beginning of
year $5,596,956,193 P554,153,98! P14,201,028 P P6,175311,202
Additions through
business combinations - - — 4,413,701 4,413,701
Balances at end of year  ¥5,596,956,193 P554,153,981 £24,201,028 P4,413,701 P$6,179,724,903
2013
Toyota Ping An THC TCI Total
Cost
Balances at beginning of
year P P 24,201,028 B £24201,028
Additions through
business combinations  5,§96,956,193 554,153,981 — - 6,151,110,174
Balances at end of year  B5 596,956,193 B554.153,081 824,201,028 P B(,175,311202
Toyota

The recoverable amount of Toyota CGU was based on value-in-use calculations using cash flow
projections from financial budgets approved by management covering a four-year period. The pre-
tax discount rate applied to cash flow projections in 2014 is 11.19%. Cash flows beyond the four-
year period are extrapolated using a steady growth rate of 1.00%. The carrying value of goodwill
amounted to B5.60 billion as of Decemnber 31, 2014. No impairment loss was recognized for
goodwill arising from the acquisition of Toyota.

The calculations of value in use for the Toyota CGU are most sensitive to the following
assumptions:

¢ Budgeted gross margins — Gross margins are based on vehicle models mix per dealer and the
foreign exchange movements between the Philippine Peso versus the United States (US)
Dollar and the Japanese Yen versus the US Dollar.

s  Growth rate — The projected growth rate is based on a conservative steady growth rate that
does not exceed the compounded annual growth rate for the global automotive industry; and

e Pre-tax discount rate — Discount rates reflect management’s best estimate of the risks
associated with the specific CGU. This is the benchmark rate used by management to
measure operating performance.
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Regarding the assessment of the value-in-use of Toyota, management believes that no reasonably
possible change in any of the aforementioned assumptions would cause the carrying value of the
CGU to exceed their recoverable amount.

FPing An

As of December 31, 2013, goodwill arising from the acquisition of Ping An was determimed
provisionally as the Parent Company had to finalize the information with respect to the
recognition of the fair value of identifiable assets and liabilities and deferred income tax assets and
labilities arising from the said acquisition. No changes were made to the provisional values as the
impact of additional information subsequently obtained was not significant to affect the
preliminary values (Note 31).

The recoverable amount of Ping An CGU was based on value in use calculations using cash flow
projections from financial budgets approved by management covering a four-year pertod. The
pre-tax discount rate applied to cash flow projections is 12.61%. Cash flows beyond the forecast
period are extrapolated using a long-term growth rate of 3.50%. The carrying value of goodwill
amounted to BS54.15 million as of December 31, 2014. No impairment loss was recognized the
goodwill arising from the acquisition of Ping An.

The calculations of value in use for Ping An CGU are most sensitive to the following assumptions:

» Expected future cash inflows

e  Growth rate; and

e Pre-tax discount rate - Discount rates reflect management’s best estimate of the risks
associated with the specific CGU,

Regarding the assessment of the value-in-use of Ping An, using the same projected cash flows,
impairment will be recognized when either of the following is applied:

e Pre-tax discount rate is greater than 13.47%;
s Free cash flows to equity decreased by more than §.85%; or
e Growth rate is less than 2.33%.

THC
On September 25, 2012, GBPC acquired 60.00% interest in THC from Yorktown Properties, Inc.

The fair values of the net assets of THC including its wholly owned subsidiary, TCITRC, as of
acquisition date, are as follows:

Current assets £00,212,519
Current Habilities (409,039,220)
Noncurrent assets 316,386,650
Noncurrent liabilities (38,094,996)
Total (40,535,047)
At 60% (24,321,028)
Consideration paid 120,000

Goodwill (®24.201,028)
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Consideration:

Cash acquired P24.569,910
Paid (120,000)
Net cash acquired B24,449 910

i

The recoverable amount of TCI CGU was based on value-in-use calculations using cash flow
projections from financial budgets approved by management covering a four-year period. The pre-
tax discount rate applied to cash flow projections is 10.67%. Cash flows beyond the forecast
period are extrapolated using a long-term growth rate of 6.1 %. The carrying value of goodwill
amounted to P4.4]1 million as of December 31, 2014, No impairment loss was recognized for
goodwill arising from the acquisition of TCL

The calculations of value-in-use for TCI CGU are most sensitive to the following assumptions:

o expected future cash inflows;

e growth rate; and

« pre-tax discount rate — Discount rates reflect management’s best estimate of the risks
associated with the specific CGU.

Regarding the assessment of the value-in-use of TCL, using the same projected cash flows,
impairment will be recognized when either of the following is applied:

e Pre-tax discount rate is greater than 11.94%;
¢ Free cash flows to equity decreased by more than 18.89%; or
s  Growth rate is less than 5.00%.

Power Purchase Agreements

Power purchase agreements pertain to the EPPA with certain electric cooperatives {Note 31). The
EPPAs were accounted for as intangible assets as GBPC has the right to charge the electric
cooperatives for the electricity to be generated and delivered by GBPC.

The rollforward analysis of the Group’s power purchase agreements is as follows:

2014 2013
Balance at beginning of year B8.199,068,543 P8,676,723,532
Amortization (Note 11) (477,654,989) (477,654,989)
Balance at end of year P7,721,413,554 P8,199,068,543

Customer Relationship

Customer relationship pertains to Toyota’s contractual arrangements with its top dealer customers
which lay out the principal terms upon which its dealers agree to do business. Toyota’s
refationship with its top dealers adds value to the operations of Toyota and enhances the latter’s
earnings potential. Management assessed the useful life of the customer relati onship to be
indefinite since management is of the view that there is no foreseeable limit to the period over
which the customer relationship is expected to generate net cash inflows to Toyota.

The recoverable amount of the customer relationship of the Group was based on vaiue-in-use
calculations using earnings projections from financial budgets approved by management covering
a three-year period. The pre-tax discount rate applied to earnings projections in 2014 is 11.19%.
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Cash flows beyond the forecast period are extrapolated using a steady growth rate of 1.00%. The
carrying value of the customer relationship amounted to £3.88 biilion as of December 31, 2014
and 2013, respectively. No impairment loss was recognized for the customer relationship arising
from the acquisition of Toyota.

The value-in-use calculations for the customer reiationship are most sensitive to the following
assumptions:

o Attrition rate - Sales to key customers for the four-year period are computed by taking into
account a 5.00% attrition rate or 95.00% retention rate;

o EBIT margin on key customers — A 7.00% EBIT margin was used in projecting the net
operating profit on sales to key customers for the four-year period; and

e Pre-tax discount rate -~ Discount rates reflect management’s best estimate of the risks
associated with the specific CGU. This is the benchmark rate used by management to
measure operating performance.

Regarding the assessment of the value-in-use of Toyota's customer relationship, management
believes that no reasonably possible chiange in any of the aforementioned assumptions would
cause the carrying value of the CGU to exceed their recoverable amount.

Software Cost
The Group’s software costs pertain to software cost and licenses.

The rotiforward analysis of the Group’s software cost is as follows:

2014 2013
Cost
Balance at beginning of vear £58,291,141 48,048,186
Additions 11,966,724 7,501,020
Effect of business combination - 142,609
Reclassification - 2,599,326
70,257,865 58,291,141
Accumulated Amortization
Balance at beginning of year 42,476,526 33,762,025
Amortization (Note 11) 7,964,718 7,609,854
Reclassification - 1,104,647
50,441,244 42,476,526
Net Book Value P19,816,621 B15,814,615

Franchise
Franchise fee pertains to the Fed Land Group’s operating rights for its fast food stores with
estimated useful lives of three (3} to five () years.

The amortization of the franchise fee amounting to 0.22 million, £0.12 million and £0.07 miltion

in 2014, 2013 and 2012, respectively, is included in the ‘General and administrative expenses’
account in the consolidated statements of income (Note 26).
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The rollforward analysis of the Group’s franchise fee is as follows:

2014 2013
Cost

Balance at beginning and end of year B2,500,000 RE0O0,000
Additions - 1,700,000
2,500,000 2,500,000

Accumulated Amortization
Balance at beginning of year 916,667 800,000
Amortization (Note 11) 215,833 116,667
1,132,500 916,007
Net Book Value P1,367,500 P1,583,333

Details of amortization of intangible assets are as follows (Note 11):

2014 2013 2012
Power purchase agreements B477,654,989 R477,654,989 B318,436,659
Software cost 7,964,720 7,609,854 4,866,709
Franchise 215,833 116,667 72,697
£485,835,542 P485,381,510 R323,376,065

4. Other Noncurrent Assets

This account consists of:

2014 2013

Rental and other deposits P342,8360,340 BS11,712,824
Deferred input VAT 267,586,069 297,304,581
Retirement asset 3,519,970 -
Advances to contractors - 300,318,756
Others 20,123,251 93,653,638
£634,065,630 $£1,202,989,799

Rental and other deposits include rental deposits for the leased offices of the Group and deposits
for the initial set-up of the services rendered by public utility companies. Rental deposits are to be
applied on the last month’s rent of the lease contract. Other deposits include option deposit paid
by Fed Land to MBTC amounting to £100.00 million for the deposit on purchase of land

(Note 27).
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15. Accounts and Other Payables

This account consists of;

2014 2013

Trade payables £6,853,201,261  P8,014,607,566
Telegraphic transfers and drafts and acceptances

payable 4,321,184,608 4,493,193,586

Accrued expenses
Deferred output tax

3,271,526,699
2,003,009,515

3,011,227.283
2,454,049,984

Accrued interest payable 604,933,456 389,752,174
Accrued commissions 486,037,865 367,772,684
Insurance payable 433,111,602 296,242,243
Customer advances 293,691,646 7,453,929
Royalty payable 289,718,824 263,115,241
Retentions pavable 100,150,602 500,417,643
Others 623,400,420 1,039,145.072
£19,279,966,498 £20,836,977,405
The details of trade payables are as follows:

2014 2013
Automotive $2,591,371,061 P3,493,615820
Power 2,154,470,280 1,693,367,153
Real estate 1,888,084,213 2,566,768,429
Insurance 217,451,725 254,494,500
Others 1,823,982 6,361,664
86,853,201,261  P8,014,607,566

The details of accrued expenses are as follows:
2014 2013
Dealers’ incentives, supports and promotions B1,235,340,678 P1,088,028,773
Regulatory fees and charges 667,264,771 396,080,238
Employee benefits 471,942,276 259,177,317
Importation costs 174,720,365 174,720,365
Utilities and services 134,739,841 305,265,580
Freight, handling and transportation 62,047,375 63,696,689
Taxes 60,000,000 31,807,047
Rent 12,162,000 -
Professional fees 8,229,196 8,060,906
Management and marketing fees 6,624,497 -
Others 438,455,700 684,390,368
83.271,526,699 P3,011,227,283

Trade payables of automotive pertain to the purchase of raw materials, spare parts and vehicles
which are non-interest bearing and are normally settfed on one (1) to 30 days term.

Trade payables for real estate pertain to billings received from contractors for construction costs
incurred on a per project basis and commissaries for food products ordered.
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Trade payables for power pertain to billing received from suppliers of fuels.

Telegraphic transfers and drafts and acceptance payable pertain to the labilities of Toyota Group
arising from importations of materials, spare parts and/or vehicles. These payables are normally
settled after a 30 day term.

Accrued expenses are non-interest bearing and are normally settled within a 15 to 60 day term.

Accrued regulatory fees and charges mainly pertain to expenses related to the benefit of host
communities (Energy regulation 1-94). It also includes accrued charges that arise due to
differences in interpretations of regulatory provisions applicable to the power industry.

Deferred output tax pertains mostly to VAT on the uncollected portion of the contract price of sold
units.

Accrued interest payables are normally settled within a 15 to 60 day term.
Accrued commissions are settled within one year.

Royalty payables represent cost of license for the use of technical know-how and information on
data. The fees are calculated at 6.00% of the local value-added (LLVA) of vehicles under
production The LVA represents the selling price less all costs for the knock-down parts, related
taxes such as excise and sales tax and a certain percentage of administrative and selling costs. The
fees also include charges from related affiliates and third party suppliers representing initial costs
of testing materials and trial parts and tools, sample molds and jigs that were utilized to test TMP’s
present technical feasibility for the commercial preduction of newer car models.

Retentions payable represent a portion of construction cost withheld by the Fed Land Group and
paid to the contractors upon completion of the project. Retentions payable due beyond one year
are presented as noncurrent payable (Note 21).

Others include refunds from cancelled sales from Fed Land and other government-related payables
which are non-interest bearing and are normally settled within one (1) year. These also include
insurance premiums payable and other non-interest bearing payables which are all due within one

(1) year,

. Insurance Contract Liabilities

insurance contract liabilities as of December 31, 2014 and 2013 may be analyzed as follows:

2014

Insurance Reinsurers’

Contract Share of
Liabilities Liabilities Net

Provision for claims reported and loss

adjustment expenses R3,638,296,663 P3,069,881,873 P568,414,790
Provision for IBNR 41,000,000 - 40,000,000
Total claims reported and IBNR 3,678,296,663 3,069,881,873 608,414,790
Provision for unearned premiums 1,986,736,740 809,518,104 1,177,218,636

Total insurance contract liabilities P5,665,033,403 P3,879,399,977 P1,785,633,426
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2013
Insurance Reinsurers’
Contract Share of
Liabilities Liabilities Net

Provision for claims reported and loss
adjustment expenses

B4,880,306,880

B4,202,944,603

B677,862,277

Provision for IBNR 43,005,989 19,437,256 23,568,733
Total claims reported and IBNR 4,923,812,869 4222381.859 701,431,010
Provision for uneamed premiums 1,759,772,251 743,195,951 1,016,576,300

Total insurance contract Jiabilities

P6,683,585,120

P4,965,577,810

B1,718,007310

Provisions for claims reported by policyhelders and IBNR may be analyzed as follows:

2014
Insurance Reinsurers’
Contract Share of
Liabilities Liabilities Net
At January | £4,923,812,869 $4.222 381,859 £701,431,010
1,589,212,462 821,404,795 767,807,667

Claims incurred during the year

Increase (decrease) in IBNR (3,005,990} (19,437,256} 16,431,266
Claims paid during the year (2,831,722,678) {(1,954,467,525) (877,255,153)
£3,678,296,663 £3.069,881.873 B608,414,790
2013
Insurance Reinsurers’
Contract Share of
Liabilities Liabilities Net
At January 1 B2,756,746,169 £2.,193,590,449 P563,155,720
Claims incurred during the year 3,434,886,806 2,670,480,016 764,406,790
408,135 18,797,206 (18,389,071

Increase (decrease) in IBNR
Claims paid during the year

(1268,228,241)

(660,485.812)

{607,742,429)

P4,923,812,869

P4.222381,839

B701,431,010

Provision for unearned premiums may be analyzed as follows:

2014
Insurance Reinsurers’
Contract Share of
Liabilities Liabilities Net
At January | P1,759,772,251 P743,195,951 £1,016,576,300

New policies written during the year
Premiums ¢amed during the year

4,002,512,699
(3,775,548,210)

2,090,383,212
(2,024,061,059)

1,912,129 487
(1,751,487,151)

21,986,736,740 P809,518,104 P1,177,218,636
2013
Insurance Reinsurers’
Contract Share of
Liabilities Liabilities Net
At January 1 P1,495,239,517 P648,447,981 B846,791,536
3,513,871,960 1,690,294,716 1,823,577,244

New policies written during the year
Premiums earned during the year

(3,249,339,226)

(1,593,546,746)

(1,653,792,480)

B1,759,772,251

B743,195,951

P1,016,576,300
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In addition, reinsurance assets consist of the following:

GBPC Group
TC1I

635,000,000

31,628,582,351

31,628,582,351

2014 2013

Reinsurance recoverable on unpaid losses P3,069,881,873 84222 381,859

Deferred reinsurance premiums 809,518,104 743,195,951

P3.879.399.977 $£4.965,577,810

17. Short-term, Long-term Debt and Bonds Payable
This account consist of:
2014
Leng-term debt

Short-term debt  Corporate notes Loans payable Subtotal Bonds payable Tatal
Parent Company P- [ [ B-  R21,980,000,000 P21,%80,000,000
Fed Land Group 260,000,000 4,975,000,000 8,600,000,000 13,575,000,000 - 13,835,000,000
Toyata Group 1,452,000,000 - 239,003,963 239,003,963 - 1,651,003,%¢3

31,628,582,351
635,000,060

Less; defermed financing cost

2,347,600,000

4,975,000,000

10,467,586 314
264,509,767

45,442,586,314
264,509,767

21,980,000,000
205,280,338

69,769,586,314
469,790,108

Less: current portion of tong-
term debt

2,347,000,000

4,975,000,000

25,000,000

40,203,076,547

3,035,558,380

45,178,076,547

3,060,558,380

21,774,719,662

69,299,796,209

3,060,558,380

¥2,347,000,000

P4,550,040,000

£37,167,518,167

R42,117,518,167

P21,774,719,662

P66,239,237,829

2013

Long-term debt

Short-term debt Corporate notes Loans payable Subtetal Bonds payable Total

Parent Company F800,000,000 - B P B9 980,600,000  #£10,780,000 000
Fed Land Greup - 11,600,000,000 2.130,000,000 13,730,000,000 - 13,730,000,000
Toyota Group 875,500,000 - 233,900,704 233,900,704 - 1,109,400,704
GBPC Group 68,500,000 - 30,295,581,216 30,295,581,2186 - 30,364,081,216
1,744,000,000 11,600,660,600 32,659,481.920 44,239,481 ,920 9,980,000,000 55983481920

Less: deferred financing cest - - 310,872,924 310,872,924 96,911,692 407784 616
1,744,000,000 11,600,000,600 32,348,608,996 43,948,608,996 9,883,088,308 55,575,697,304

Less: current partien of long-
tertn debt

3,364,221,245

3.,364,221,245

3,364,221,245

P1.,744.000.060

£11,600,000,000

P28 984,387,751

R4l 584,387,751

P9 883,088,308

R352.211,476,059

Short-term debt

Parent Company Short-term Loans

As of December 31, 2013, the Parent Company had outstanding peso-denominated loans to

affiliated and non-affiliated banks amounting to £0.30 billion and 0,50 billion, respectively.
These loans were obtained in 2013 and carry an annual interest rate of 2.60% and 2.25% for
affiliated and non-affiliated bank loans, respectively. Both loans were paid in 2014,

Tovyota Group Short term loans

These are unsecured short-term loans obtained from various non-affiliated local banks for Toyota

Group’s working capital requirements with terms of one (1) year or less and bears annual fixed
interest rates ranging from 2.90% to 3.50% in 2014 and 3.50% to 4.00% in 201 3.

Fed Land Group Short term Loans

These are unsecured short-term berrowings over sixty (60) to one hundred eighty (180) day terms
obtained from a non-affiliated [ocal bank for Fed Land Group’s working capital requirements with
interest rates ranging from 3.50% to 5.50% in 2014.
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TCI Short tertn loans

These are unsecured short-term borrowings over ninety (90) to one hundred twenty (120) day
terms obtained from various non-affiliated local banks to finance the working capital requirements
with interest ranging from 2.72% to 3.00% in 2014.

GBPC Short term loans

In 2013, GESC entered into unsecured loan agreements from various non-affiliated local banks
amounting to 68.50 miltion for its working capital requirements with terms of one (1) year or less
and bears annual fixed interest rates ranging from 3.00% to 4.00%. These loans were paid in 2014,

Fed Land- Corporate Notes

P6.60 Billion Corporate Notes

On March 18,2011, Fed Land entered into a Notes Facility Agreement (“Corporate Notes™) with
various institutions whereby Fed Land issued a £6.60 billion worth of fixed rate notes payable in
five years with 7.10% interest per annum to finance ongoing projects, working capital and for
general corporate purposes. FMIC and MBTC — Trust Banking Group were the ‘Notes Facility
Agent’. On December 22, 2014, Fed Land prepaid the 6.6 Billion Corporate Notes and paid pre-
termination fees of £42.68 million.

£5.0 Billion Corporate Notes

On June 24, 2013, the BOD of Fed Land authorized Fed Land to issue, offer and sell peso
denominated fixed rate Corporate Notes at a principal amount of #3.00 billion to £5.00 billion
subject to an over subscription option. On July 5, 2013, the Group issued P4.00 billion notes with
5.57% interest rate maturing on July 5, 2020 and an additional £1.00 billion notes with 6.27%
interest rate maturing on July 5, 2023. The proceeds from the issuance were used to finance
ongoing projects. As of December 31, 2014 and 2013, outstanding balance amounted to 4.98
billion and ®5.00 biltion, respectively. As of December 31, 2013, the current portion amounted to
P25.00 million is presented as a current liability.

The agreements covering the above mentioned Notes provide for restrictions and requirements
with respect to, among others, declaration or making payment of cash dividends/retirement of
shares (other than dividends payable solely in shares of its capital stock and cash dividends due on
its then-outstanding preferred shares); making distribution on its share capital; purchase,
redemption or acquisition of any share of stock; incurrence or assumption of indebtedness; sale or
transfer and disposal of all or a substantial part of its capital assets; restrictions on use of funds;
maintaining certain financial ratios; and entering into any partnership, merger, consolidation or
reorganization,

As of December 31,2014 and 2013, the Group has complied with the lean covenants. Interest
expenses incurred in 2014 and 2013 amounted to P276.82 million and £426.92 million,
respectively.

Fed Land Long-term Loans

On December 22, 2014, Fed Land entered into a long term loan agreements with non-affiliated
local banks amounting £6.6 billion. The loan will be paid as follows: 2.00 billion payable in full
after 10 years from drawdown date with fixed interest rate of 5.84% per annum; £1.50 billion
payable in full after 10 years from drawdown date with fixed interest rate of 5.85% per annum;
P2.00 billion payable at £0% quarterly payment starting at the end of 5th year and 60% on
maturity date with fixed interest rate of 5.67% per annum; £1.10 billion payable at 40% quarterly
payment at the end of 5th year to 9th year and 60% on maturity date with fixed interest rate of
5.05% per annum.
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In 2011, Fed Land obtained a peso-denominated loan amounting to £2.00 billion from MBTC
with interest at prevailing market rate ranging from 3.75% to 4.00% pius a spread of 85-100 basis
points, payable in lump sum after 5 years, Said loan is secured by a Phil Exim Guarantee.

Laans payable - GBPC
As of December 31, 2014 and 2013, GBPC’s loans payable are from the following entities:

2014 2013

CEDC P12,502,573,122 £14,101,829,408
PEDC 11,762,750,960 13,081,580,889
TPC 7,000,000,000 2,350,000,000
PPC 363,258,269 762,170,919
31,628,582,351 30,295,581,216

Less current portion 3,035,558,380 3,234,221,245

£28,593,023,971 #27,061,359,971

CEDC, PEDC and TPC

On June 18, 2009, CEDC entered into an Omnibus Agreement with various lenders in the
aggregate principal amount of up to 16.00 billion to partially finance the construction of its
power plant. The agreement includes Project Loan Facility Agreement, Project Accounts
Agreement, Mortgage Agreement, Pledge Agreement and Assignment Agreement,

On February 26, 2010, PEDC entered into an Omnibus Agreement with various lenders in the
aggregate principal amount of up to R14.00 billion to partially finance the on-going construction
of the Panay Expansion Project. The agreement includes a Project Loan Facility Agreement, a
Project Accounts Agreement, a Mortgage Agreement, a Pledge Agreement and an Assignment
Agreement.

On March 7, 2013, TPC entered into an Omnibus Agreement (the A greement) with various
lenders in the aggregate principal amount of up to £7.00 biliion (the Facility) to partiaily finance
the on-going construction of the expansion project. The Agreement includes a Project Loan
Factlity Agreement, a Project Accounts Agreement, a Mortgage Agreement, a Pledge Agreement
and an Assignment Agreement.

According to the agreements entered by CEDC and PEDC, CEDC and PEDC are required to meet
certain financial ratios, such as debt-to-equity ratio and core equity ratio. As of December 31,
2014 and 2013, CEDC, PEDC and TPC have complied with all the required financial ratios.

Interest expense incurred in connection with the aforementioned loans amounted to £1.18 billion
and B1.40 billion in 2014 and 2013, respectively, for CEDC and #1.12 biltion and #1.23 bitlion in
2014 and 2013, respectively, for PEDC. Interest expense capitalized as part of construction cost
amounted to R47.97 million for TPC.

The CEDC, PEDC and TPC’s loans are secured by (i) a real estate mortgage on all present and
future assets, including the parcels of land where their power plants are located owned by THC, a
related party, (ii) chattel mortgage on all present and future movable properties, (iii) pledge
agreement on the shares of Global Formosa and Abovant in CEDC and shares of PPHC in PEDC,
and shareholder advances and subordinated loans, if any, (iv) assignment agreement on CEDC’s
and PEDC’s future revenues and (v) grantee rights of TPC for special use agreement in protected
areas no, 2008-003 issued by the DENR - regional office ne. VII on March 18, 2009, The chattel
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mortgage shall cover to the extent of principal amount of B100.00 million for both CEDC and
PEDC.

As of December 31, 2014 and 2013, the movement of the deferred financing cost is as follows:

2014 2013
Balances at beginning of year B310,872,934 B314,528,032
Additions 851,250 38,589,676
Amortization (47,214,417) {42,244,774)
Balances af end of year B264,509,767 £310,872,934

The agreements prohibit CEDC, PEDC and TPC to amend or modify its charter documents if any
such amendment or modification would have a material adverse effect; assign or otherwise
transfer, terminate, amend, or grant any waiver or forbearance or exercise any election under any
material provision of the agreements or project document; make any prepayment, whether
voluntary or involuntary, or repurchase of any long-term debt or make any repayment of any such
tong-term debt other than those altowed in the agreements unless, in any such case, it shall at the
option of any lender contemporancously make a proportionate prepayment or repayment of the
principal amount then outstanding of the Lender’s outstanding participation in the loan. The
agreements also prohibit CEDC, PEDC and TPC to acquire by lease any property or equipment, or
to acquire rights-of-way to any property, which may have a matertal adverse effect; enter into
contract of indebtedness except those permitted under the agreement such as indebtedness incurred
in the ordinary course of business; and form or have any subsidiaries, advances or investments and
issue preferred shares, unless certain conditions are complied with. Moreover, CEDC, PEDC and
TPC are prohibited from entering into contract of merger or consolidation unless CEDC, PEDC
and TPC are the surviving entities and after giving effect to such event, no event of default will
result), setling, leasing or disposing all or any of its property (unless in the ordinary course of the
business) where such conveyance, sale or lease would have a material adverse effect to CEDC,
PEDC and TPC,

Events of Default include, among others, failure to pay when due the principal or interest due and
any other amount payable under the Agreement; revocation, withdrawal, or modification of any
government approval required to be obtained by CEDC, PEDC and TPC in a manner which would
have a material adverse effect; Global Formosa and Abovant, and PPHC cease to maintain 51.00%
of CEDC and PEDC, respectively, or cease to maintain management control over CEDC, PEDC
and TPC, respectively; and failure to comply with the required financial ratios.

If any of the events of default occurs and is continuing, the trustee or the facility agent, as the case
maybe, shall immediately give CEDC, PEDC and TPC written notice of such fact and inform the
lenders. Without prejudice to the cure periods allowed under the Agreement, and upon written
request by the majority {enders, the Facility Agent shall take one or more of the following actions:

i. declare the principal of, and all accrued interest on, payable with respect to the loan under the
Facility to be, and the same shall thereupon become, immediately due and payable without any
further notice and without any presentment, demand or protest; and/or

ii. declare any undrawn portion of the Facility to be terminated, whereupon such portion of the
Facility shall be forthwith terminated.

The Group is in compliance with the loan covenants as of December 31, 2014 and 2013.
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PPC

MBTC Loans

On November 6, 2009, PPC entered into a B300.00 million, Seven (7)-Year Term Loan
Agreement with MBTC. Proceeds from the loan were used to settle the BDO loan in 2009, This
loan bears interest at the 3-month T-bill rate plus a 2.00% spread and is covered by a Mortgage
Trust Indenture. PPC’s power plant is mortgaged for the aforementioned obligations.

As of December 31, 2014 and 2013, a portion of the long-term loan amounting to P42.86 million
which will mature within one (1) year from the reporting date, is presented as current liability.

Interest charged to operations related to this loan amounted to £3.64 miltion and B3.83 million in
2014 and 2013, respectively.

On August 24, 2006, PPC entered into a B1.20 billion, Ten-Year Term Loan Agreement with
MBTC, to finance its general corporate requirements. This loan is covered by 2 Mortgage Trust
Indenture. In March 2007, Section 1.01 of the 1.20 billion, Ten-Year Term Loan Agreement was
amended tncreasing loan facility from £1.20 billion to 1.36 billion and changing the reference
rate from MART] rate to PDST-F rate.

As of December 31, 2014 and 2013, a portion of the long-term loan amounting to 2153.85 million
and 153,85 million maturing within one (1) year from the reporting date, are presented as current
liability.

Interest charged to operations related to this loan amounted to £11.33 million and #14.77 million
in 2014 and 2013, respectively.

In accordance with the loan agreements with MBTC, PPC is restricted from performing certain
corporate acts without the prior consent of MBTC, the more significant of which relate to entering
into merger or consolidation where PPC is not the surviving entity, declaring dividends to
stockhelders, acting as guarantor or surety of obligation and acquiring freasury stock. PPC is also
required to maintain certain financial ratios.

As of December 31, 2014 and 2013, PPC has complied with the required financial ratios,
i.e. current ratio of 1:1.

FMIC Loans

The FMIC loan agreements consist of ten (10)-year promissory notes. The proceeds of these
peso-denominated loans were used to fund the construction of the power plant. PPC’s power plant
is mortgaged for the aforementioned obligations. The loan agreements provide events that
constitute an event of default. The terms indicated that if any other obligations of PPC are not
paid when due or a default in the performance or observance of any instrument or agreement,
FMIC may consequently dectare the commitment to be terminated and declare all unpaid amounts
to be due and payable without presentment, demand, protest or further notice of any kind. PPC is
also required to maintain certain financial ratjos.

Of the P865.00 million principal loans from FMIC, 350,00 million was secured by a pledge or
mortgage of any asset or property of the Corporation. The 2515.00 million balance was secured
by chattel mortgage. PPC met the required debt-to-equity and current ratio requirements of the
loan agreements.
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The loan was fully paid in January 2014. Current portion of the loans as of December 31, 2013
presented as current liability amounted to 2200.85 million. Total interest charged to operations
related to these loans amounted to £21.34 million in 2013.

The total carrying value of the property, plant and equipment of GBPC pledged as collateral for
the above-mentioned loans are as follows:

2014 2013
CEDC P15,870,893,826 P16,583,742,703
PEDC 12,869,169,047  13,407,691,423
TPC 8,243,494,667 _
PPC 2,196,931,639  2,444,811,773

P39,180,489,179 P32,436,245,899

Loans Payable - TMPC
As of December 31, 2014, this account consists of unsecured long-term debt to the following:

2014 2013
TAPI £77,520,916 R76.,623,085
Others 161,483,047 157,277,619

P239,003,963 B233,900,704

The loan frem TAP! bears a fixed interest rate of 4.2% per annum, This toan is for a period of
five (5) years up to February 26, 2016 which is automatically renewed upon maturity for another
period of five (5} to ten (10) years (Note 27).

The other long-term unsecured interest-bearing loans consist of a 2.7% interest-bearing ten-year
term loan which will mature on September 28, 2015 and a 2.7% interest-bearing ten-year term
loan which will mature on October 23, 2016. These lcans are automaticatly renewed upon
maturity for another ten years.

The lcan covenants restrict TMPC from encumbering or disposing properties leased by the lenders
during the respective terms of various loan agreements, TMPC is not required to maintain any
financial ratios under the mentioned loan agreements. Interest expense on these loans amounted to
B7.8 million for both 2014 and 2013.

Bonds Payable - Pavent Company

210.00 billion GT Capital bonds due 2020 and 2023

On February 13, 2013, the Parent Company issued £10.00 billion 7-year and 10-year bonds due on
February 27, 2020 and February 27, 2023, respectively with an interest rate of 4.84% and 5.09%
respectively. Gross and net proceeds amounted to £10.00 billion and £9.90 billion, respectively,
net of deferred financing cost of 20.10 billion. Said bonds were listed on February 27, 2013,

The net proceeds will be utilized for generat corporate requirements which may include, but shall
not be limited to the following;

(Amounts in

millions)

Funding of various equity calls
Toledo plant, to be completed within 2013 21,900
Panay plant, to be completed within 2014 3,900
Refinancing of corporate notes due on November 25, 2013 4,200

B10,000
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Prior to the relevant maturity dates, the Parent Company may redeem (in whole but not in part)
any series of the outstanding bonds on every anniversary dates, or the immediately succeeding
banking day if such is not a banking day, starting on the fourth (4th) anniversary date for the
7-year bonds and the seventh (7th) anniversary date for the 10-year bonds (the relevant Optional
Redemption Dates). The Parent Company shall give no less than thirty (30) but not more than
sixty {(60) days prior written notice of its intention to redeem the bonds at the relevant Optional
Redemption Date.

B12.00 billion GT Capital bonds due 2019, 2021 and 2024

On July 24, 2014, the Parent Company issued 812,00 billion bonds with tenors of 5-year, 7-year
and 10-year due November 7, 2019 (Series A Bonds), August 7, 2021 (Series B Bonds) and
August 7, 2024 (Series C Bonds), respectively with interest rates of 4.7106%, 5.1965% and
5.625% respectively. Gross and net proceeds amounted to 212.00 billion and £11.88 billion,
respectively, net of deferred financing cost incurred of £0.12 billion. Said bonds were listed on
August 7, 2014,

The net proceeds will be utilized for general corporate requireinents which may include, but shali
not be limited to any or all of the following:

(Amounts in

mitlions)

Partial Financing of Ongoing Projects
Veritown Fort B6,222
Metropolitan Park 1,778
Refinancing of outstanding loans 3,610
Working Capital 390
212,000

Prior to the relevant maturity dates, the Parent Company may redeem in whele but not in part the
Series B or Series C Bonds on every anniversary dates, or the immediately succeeding banking
day if such is not a banking day, starting on: (i) for the series B bonds: the third (3rd) month after
the fifth (5") anniversary from issue date and (ii) for the series C bonds: the seventh (7th)
anniversary from issue date (the relevant Optional Redemption Dates). The Parent Company shall
give no less than thirty {30) but not more than sixty (60) days prior written notice of its intention
to redeem the bonds, which notice shall be irrevocable and binding upon the Parent Company to
effect such early redemption of the bonds on the Early Redemption Option Date stated in such
notice.

As of December 31, 2014 and 2013, the movement of the deferred financing cost is as follows:

2014 2013
Balances at beginning of year B96,911,692 B
Additions 124,621,689 105,243,020
Amortization (16,253,043) (8,331,328)
Balances at end of year £205,280,338 296,911,692

Both bonds contain negative covenants, which among others, include provision that the Parent
Company should maintain a debt-to-equity ratio of 2.3 ta 1.0. As of December 31, 2014 and
2013, the Parent Company has complied with its bond covenants. Total interest expense incurred
on bonds payable in 2014 and 2013 amounted tc £762.95 million (including amortization of
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deferred financing cost of B16.25 million) and B430.01 million, (including amortization of
deferred financing cost amounting to B8.33 million), respectively,

Required Financial Ratios
The table below presents a summary of the financial ratios required to be maintained by each
entity within the Group under existing loan agreements,

Entity Financial Ratio Required Ratio
TPC Debt-to-Equity Ratio (DER) 70:30
PPC Current Ratio 1:1
PPC DER 70:30
PEDC DER 70:30
PEDC Debt Service Coverage Ratio (DSCR) 1.0x
CEDC DER 70:30
CEDC DSCR 1.0x
Fed Land - Corporate Notes DER 2:1
GT Capital - Parent Company Bonds DER 2.3:1

As of December 31, 2014 and 2013, the Group has complied with the foregoing financial ratios.

18.

Customers’ Deposits

The Group requires buyers of condominium units to pay a minimum percentage of the total selling
price before it enters into a sale transaction. In relation to this, the customers® deposits represent
payment from buyers which have notreached the minimum required percentage. When the
revenue recognition criteria are met, sales are recognized and these deposits and down payments
will be applied against the related installment contracts receivable. In the event that the customer
decides to terminate the purchase prior to recognition of sale, an amount equivalent to the
repossessed value of deposit less charges and penalties incurred will be refunded to the buyer.

This account also includes excess of collections over the recognized receivables based on
percentage of completion. As of December 31, 2014 and 2013, the balance of this account
amounted to 82,55 billion and £1.84 billion, respectively.

. Other Current Liabilities

This account consists of:

2014 2013
Withholding taxes payable R327,885,524 225,449,595
Due to holders of non-controlling interest 283,527,322 378,463,322
VAT payable 163,006,609 250,358,476
Deferred reinsurance commission 92,231,704 36,163,708
Others 15,029,437 16,234,880

£881,680,596 £906,669,981

The amount due to holders of non-controlling interest pertains to advances of CEDC from
Abovant Holdings, Inc. which owns 44.00% of CEDC. Others pertain to payables on utilities,
contracted maintenance and security agencies and regulatory premium or contribution payable of
the Group. These are normally payable within one (1) year.
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20. Liabilities on Purchased Properties

Liabilities on purchased properties are payables to various real estate property sellers. Under the
terms of the agreements executed by Fed Land covering the purchase of certain real estate
properties, the titles of the subject properties shall be transferred to Fed Land only upon full
payment of the real estate loans,

In 2013, various parcels of land were acquired by Fed Land for a total consideration aggregating
B2.57 billion. The outstanding obligation pertaining to these transactions amounted to
1.03 billion and R].70 billion as of December 31, 2014 and 2013, respectively.

In 2012, Fed Land acquired certain land and investment properties aggregating B3.72 bitlion, with
20.00% downpayment amounting to £743.84 million. The outstanding balance amounting to
B2.98 billion is payable in thirteen (13) years with 3.00% interest per annum. The outstanding
balance was discounted at the prevailing market rate of 5.40% and the discounted liability as of
December 31, 2014 and 2013 amounted to P2.48 bitlion and B2.62 billion, respectively.

Total outstanding liabilities on purchased properties (including current portion} amounted to
£3.51 million and P4.32 billion as of December 31, 2014 and 2013, respectively.

. Other Noncurrent Liabilities

This account consists of

2014 2013

Provisions B1,638,026,051 £1,325,728,442

Retention payable - noncurrent portion 504,750,145 -

Decommissioning liability 287,259,498 192,660,472

Refundable and other deposits 214,807,318 114,017,770
Finance lease obligation - net of discount amounting

to B127.70 million in 2014 and 2013 9,603,626 10,354,921

R2,654,446,638 B1,642,761,605

Provisions consist of:

2014 2013
Clatms and assessments £1,436,068,868 R666,701,662
Product warranties 181,957,183 288,752,780
Corporate social responsibility (CSR) activities 20,000,000 370,274,000

P1,638,026,051 R1,325728,442

Retentions payable represent a portion of construction cost withheld by the Group and paid to the
contractors after an agreed period commencing the completion of the project.

PPC, PEDC, CEDC, TPC and GPRI have legal obligations to decommission or dismantle their

power plant assets at the end of their useful lives. In this regard, PPC, PEDC, CEDC, TPC and
GPRI established their respective provisions to recognize estimated decommissioning liability.
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Changes in the decommissicning liability are as follows:

2014 2013
Balances at beginning of year £192,660,472 £183,491,180
Effect of business combination §9,098,777 -
Accretion expense for the year 5,500,249 7,569,160
Provisions during the vear — 1,600,132
Balances at end of year P287,259,498 £192,660,472

Refundable and other deposits consist mainly of tenants’ rental deposit from operating lease
contracts with terms ranging from five (5} to ten (10) years. Rental deposits are obtained to secure
faithful compliance of tenants’ obligation under the lease contract and to answer for unpaid bills of
lessees affecting the leased premises, any damage to the leased premises, and other similar costs.
Rental deposits may also be applied for the unpaid rentals upon termination of the lease contract.

22.

Equity

Capital stock and additional paid-in capital
Asg of December 31, 2014 and 2013, the paid-up capital consists of the following:

2014 2013
Common stock - 10 par value
Authorized - 500,000,000 shares
I[ssued and outstanding £1,743,000,000 B1,743,000,000
Additional paid-in capital 46,694,658,660 46,694,658,660

B48,437,658,660 P48,437,658,660

The movements in the issued and outstanding common stock follow:

2014 2013
Number of Number of
shares Amount shares Amount
Balance at beginning of year 174,300,000  P1,743,000,000 158,000,000 £1,580,000,000
Issuance of shares of stocks — — 16,300,000 163,000,000
Balance at end of year 174,300,000 P1,743,000,000 174,300,000 P1,743,000,000

The Parent Company's commeon shares with par value of B10.00 were listed on the Philippine
Stock Exchange on April 20, 2012.

On October 23, 2014, the Board of Directors approved the proposed amendment to Article
SEVENTH of the Parent Company’s Amended Articles of Incorporation to create a new class of
shares — Voting Preferred Shares, to be taken from existing authorized capital stock of Five Billion
Peses (B5.00 billion). The Voting Preferred Shares of stock shall be voting, non-cumulative, non-
participating and non-convertible with the following features, rights and privileges:

a.

b.

The Issue value shall be determined by the Board of Directors at the time of the issuance of
the shares;

The Dividend Rate shall be determined by the Board of Directors at the time of the issuance
of the shares, equivalent to 3-year PDST R2 to be repriced every 10 years and payable
annually;
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¢. The Voting Preferred Shares shall be non-cumulative and the holders thereof are entitled to
the payment of current but not past dividends;

d. The Voting Preferred Shares shall be non-participating in any other of further dividends
beyond that specifically payable on the shares;

¢. The Voting Preferred Shares shall be redeemable at par value, at the sole option of the
Corporation, under terms and conditions approved by the Board of Directors;

f.  Holders of Voting Preferred Shares shall be entitled to one vote for each share in his name on
the books of the Corporation,

g. Holders of Voting Preferred Shares shall have no pre-emptive rights to any issue of shares,
Common or Preferred;

h. The Voting Preferred Shares will not be listed at and will not be tradeable in the Philippine
Stock Exchange; and

i.  Other features, rights and priviteges determined by the Board of Directors.

As of December 31, 2014 and 2013, the total number of stockholders of the Parent Company is 73

and 74, respectively.

Retained earnings

On December 15, 2014, the BOD of the Parent Company approved the appropriation of retained
earnings amounting to P6.00 billion to be earmarked for the additional investments in Series B
Perpetual Preferred Shares of Fed Land within 2015.

On March 11, 2014, the BOD of the Parent Company approved the appropriation of retained
earnings amounting to B3.00 billion earmarked for the following:

Project Name Timeline Amount
Equity call from GBPC for plant 2014 B2.00 billion
expansions
Acquisition of investments 2014-2015 1.00 billion
B3.00 billion

Said appropriation was reversed in 2014 upon completion of the expansion and acquisition.

Details of the Parent Company’s dividend distributions out of the Parent Company’s retained
earnings as approved by the Parent Company’s BOD follow:

Per Tatal amount
Date of declaration share {(in millions) Record date Payment date
March 11, 2014 £3.00 B522.90 April 8,2014 May 2, 2014
August 12,2013 3.00 522.90 September 10, 2013 October 2, 2013
September 12,2012 3.17 500.86 September 28, 2012 October 22, 2012
August 5, 2011 4,00 500.00 August 31,2011 September 9, 2011
April 8, 2010 2.00 250.00 March 25, 2010 April 15,2010
October 12, 2610 2.00 250.00 October 31, 2010 November 22, 2010

The computation of retained earnings available for dividend declaration in accordance with SEC
Memorandum Circular No. 11 issued in December 2008 differs to a certain extent from the Parent
Company’s retained earnings as of December 31, 2014 and 2013.

In addition, certain amount of retained earnings is required to be maintained to enable the Group
to meet certain financial ratios as stipulated in the loan covenants.
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Details of dividend declarations of the Group’s subsidiaries follow:

Total amount

Date of declaration {(in millions) Record date Payment date
Fed Land December 12,2014 B100.00 December 31, 2014 February 28, 2015
February 18, 2013 100.00 December 31, 2012 March 20, 2013
December 23, 2011 180.00 November 30, 2071 December 23, 2011
GBPC November 20, 2014 2,200.00 December 31,2014 April 2015
December 2, 2013 2,000.00 October 31, 2013 June 30, 2014
December 17, 2012 2,870.00 December 3, 2012 March 31, 2013
August 11,2012 1,050.00 Tuly 31, 2012 August 31,2012
Toyota April 29,2014 4,608.60 December 31,2013  May 2014
April 11,2013 2,994.11 December 31,2012 April 12,2013

Treasury shares

As of December 31, 2014 and 2013, treasury shares of the Group pertain to 5,000 shares and
10,000 shares of the Parent Company held by Ping An with original acquisition cost of
P2.28 million and 26.13 million, respectively.

Other equity adjustments

2014

Charter Ping An

On January 27, 2014, the Parent Company acquired the remaining 33.33% equivalent to

1,71 million shares of Charter Ping An’s outstanding capital stock from FMIC for a total
consideration of 712.00 million. Prior to the said acquisition, the Parent Company’s ownership
interest in Charter Ping An was at 66.67%. This acquisition was accounted for as an equity
transaction in the consolidated financial statements and resulted in the recognition of negative
other equity adjustments amounting to £375.67 million.

TCi

On April 23, 2014, the Parent Company acquired 0.20 million shares equivalent to 0.26% of TCI
for a total consideration of 1,00 million, resulting to 89.31% direct ownership over TCI. This
acquisition was accounted for as an equity transaction and resulted in the recognition of negative
other equity adjustments amounting to £0.42 million.

In June 2014, the Parent Company subscribed to 33.00 million shares of TCI for a total
consideration of B33.00 million, resulting to 92.48% direct ownership over TCL The acquisition
was accounted for as an equity transaction resulting in the recognition of negative other equity
adjustment amounting to P24.79 millien.

On June 23, 2014, the Parent Company sold 45.00 million shares of TCI to Mitsui for a total
consideration of £298.71 million. This represents 40.47% of TCI’s outstanding capital stock. As a
result, the Parent Company’s direct ownership over TCl is 52.01% as of September 30, 2014. This
acquisition was aceounted for as an equity transaction and resulted in the recognition of other
equity adjustments amounting to B193.95 million.

GBPC

On May 28, 2014, the Parent Company subscribed to 7.22 million shares of GBPC, representing
an additional 0.38% direct ownership of GBPC. With this transaction, the Parent Company’s
direct ownership over GBPC increased from 50.89% to 51.27%. This acquisition was accounted
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for as an equity transaction and resulted in the recognition of other equity adjustments amounting
to £60.52 million.

The aforementioned transactions were accounted for as changes in ownership without loss of
control and are accounted for as equity transactions, which are presented under equity attributable
to the Parent Company in the consolidated statement of financial position, representing the excess
of the consideration paid over the carrying amount of the non-controlling interests acquired at the
acquisition date. Total negative other equity adjustments recognized from these acquisitions and
sale for the period amounted to £146.41 mithion.

On June 27, 2013, First Metro Investment Corporation (FMIC), the investment banking arm of
MBTC, concluded a Share Sale and Purchase Agreement with Orix Corporation (CRIX) covering
the sale of 200.00 million shares of GBPC owned by FMIC to ORIX at a price of 87.15 billion.
Subsequently on October 22, 2013, FMIC and Meralce PowerGen Corporation (MGen) signed a
Shareholders’ Agreement to complete the sale of an additional 200.00 million shares of GBPC
from FMIC to MGen fer a total consideration of £7.15 billion. The transactions reduced the
Parent Company’s indirect ownership over GBPC from 12.23% to 2.27%. The disposals were
accounted as equity transactions in the consolidated financial statements since the Parent
Company did not lose control over GBPC even after the sale of the indirect interests.

The Group recognized other equity adjustments totaling 1.41 billicn, presented under equity
attributable to equity holders of the Parent Company in the consolidated statement of financial
position, representing the excess of the considerations received over the carrying amount of the
indirect mterests sold.

2012

GBPC

On May 2, 2012, the Parent Company exercised its option to acquire 25,520,700 common shares
of GBPC representing 4.59% of GBPC’s cutstanding capital stock, at a fixed price of £35.00 per
share for a total cost of B893.20 million. This increased the Parent Company’s direct ownership
over GBPC from 34.41% to 39.00% (Note 31). This also resulted in the recognition of negative
equity adjustment amounting to 254,78 million representing the excess of cost consideration over
the carrying amount of non-controlling interest acquired (Note 31).

On September 12, 2012, the Parent Company acquired from a third party an additional 66,145,700
GBPC common shares, representing 11.89% of GBPC’s cutstanding capital stock from the holders
of the non-controlling interest, at a fixed price of 835.13 per share for a total cost of £2.32 billion.
The acquisition increased the Parent Company’s direct holdings in GBPC from 39.00% to 50.89%.
This acquisition resulted to a negative equity adjustment amounting to £112.93 million
representing the excess of the cost consideration over the carrying amount of non-controlling
interest acquired (Note 31),

Fed lL.and

On May 3, 2012, the Parent Company acquired the remaining 20.00 million common shares of
Fed Land representing 20.00% of Fed Land’s outstanding capital stock from the hclders of the
non-controlling interest for a total cost of 82.70 billion, thereby increasing the direct ownership of
the Parent Company in Fed Land from 80.00% to 100.00%. As of May 3, 2012, the carrying
amount of the 20.00% non-controlling interest in Fed Land amounted to £2.20 billicn. The
acquisition of 20.00% of Fed Land also resulted in the recognition of a negative equity adjustment
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amounting to £513.36 million representing the excess of cost consideration over the carrying
amount of non-controlling interest (Notes 2 and 31).

Effect of uniting of interest on HLRC and CRDC

The net effect of uniting of interest on the acquisition of HLRC and CRDC amounted to

P104.26 million as of December 31, 2011. This represents the difference between the Fed Land’s
aggregate consideration transferred on the acquisition and the respective HLRC and CRD(C’s
equity as of December 31, 2010 attributable to parent and to non-controlling interest as of the time
of the combination (Note 31).

The aggregate cost of investment of P420.00 million {s presented as a reduction to the net assets
pooled to the Group’s financial statements at the time of combination for the year ended
December 31, 2011.

Nown-controlling interests
The following table presents the rollforward of non-controlling interests:

2014 2013

Beginning balance P22.038,319,659 P11,294,157,537
Share of non-controlling interest shareholders on:

Net income 5,998,528,767 3,890,464,362

Other comprehensive income (loss) 426,771,595 (28,984,1006)

Equity call of subsidiaries 2,145,416,806 -

Deposit for future subscription of subsidiaries 531,907,700 -
Sale of direct interest in a subsidiary 104,761,043 -
Effect of business combination (Note 31) 42,175,650 7,222,853,016
Acquisition of non-controlling interests in consolidated

subsidiaries (372,637,17) -
Cash dividends paid to non-controlling interest

shareholders (4,320,412,474)  (3,456,348,554)
{ssuance of capital stock - 959,350,239
Sale of indirect interest in a subsidiary — 2,156,827,165

P26,594,831,729 R22,038,319,659

Capital Manapement

The primary objective of the Group’s capital management is to ensure that it maintains a strong
and healthy consolidated statement of financial position to support its current business operations
and drive its expansion and growth in the future.

The Group maintains its current capital structure, and will make adjustments, if necessary, in order
to generate a reasonable level of returns to shareholders over the long term. Eguity, which the
Group considers as capital, pertains to the equity attributable to equity holders of the Parent
Company excluding effect of uniting of interest. The Group’s sources of capital are capital stock
and retained earnings. No changes were made in the objectives, policies or processes in 2014 and
2013.

The Parent Company considers total equity as its capital amounting to £55.89 billion and
P52.83 billion as of December 31, 2014 and 2013, respectively.

The Parent Company maintains equity at a level that is compliant with its lean covenants.
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23. Interest and Other Income
Interest Income
This account consists of;
2014 2013 2012
Interest income on:
Installment contract receivable
{Note 5) P£1,157,396,924 749,146,395 $279,445 937
Cash and cash equivalents
(Note 4) 301,682,842 92,743,951 325,248,088
AFS debt instruments 67,748,446 12,613,367 -
Short-term investments (Note 4) 32,290,327 310,626,708 -
Deposits (Note 12) — 263,850,062 257,736,632
Others 37,528,876 48,533 4,000,354
P1,596,647,415 P1,429,029,216 PR66,431,011

Interest on deposit represents reimbursement of interest expense incurred by Fed Land from optien
money granted to affiliates (Notes 12 and 27),

Other Income
This account consists of:

2014 2013 2012

Real estate forfeitures, charges and
penaities B433,649,664 P123,201,267 88,118,947

Gain on disposal of property and

equipment 90,170,461 15,998,480 8,316,148
Management fee (Note 27) 86,398,531 85,211,246 41,142,177
Dividend income 53,379,614 77,277,481 23,304,907
Other underwriting income 40,132,341 7,658,264 -
Disposal of defective units 12,471,807 7,074,435 -
Gain on sale of shares 11,719,110 8,522,850 -
Recovery from insurance - 38,008,663 -
Refund of rental payments - 21,228,274 -
Others 416,546,385 153,461,056 101,568,619
B1,144,467,913 P537,642,016 P262,450,798

Real estate forfeitures, charges and penalties are earned when a buyer is delinquent on his payment
or cancels his purchase of condomintum units, after deducting any cash surrender value.

Management fee includes services rendered by Fed Land in the administration of different projects
related to the joint venture (Note 27).

Other underwriting income pertains to the fronting fees eamed by the Charter Ping An for fronting
arrangements made during the year with several agencies and intermediaries.

Others include ancillary income amounting to 250.48 million in 2014, Ancillary income
represents incentives received by Toyota dealers from financing institutions for vehicles sold to

financing customers and from insurance companies for policies written for buyers.

Others also include charges from tenants of Fed Land pertaining to electricity and other utilities;
these were recorded by Fed Land as other income upon receipt of the payments from the tenants.
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24. Power Plant Operation and Maintenance Expenses

This account consists of:

2014 2013

Power plant operations expenses 28,097,643,363 P7,836,783,183
Purchased power 1,223,384,633 567,745,347
Repairs and maintenance 1,006,684,450 540,907,411
P10,327,712,446 £8,945,435 941

Cost of goods manufactured consists of’

25, Cost of Goods Manufactured and Cost of Goods and Services Sold

2014 2013

Raw materials, beginning P528,430,068 R567.478,665
Purchases 21,821,722,994 17,531,617,445
Total materials available for production 22.350,153,062  18,099,096,110
Less: Raw materials, end 885,226,867 528,430,068
Raw materials placed in process 21,464,926,195 17.570,666,042
Direct labor 312,436,032 229,166,773
Manufacturing overhead 2,414,273,389 1,980,663,593
Total cost of goods placed in process 24,191,635,616  19,780,496,408
Work-in-process, beginning 53,027,159 79,583,854
Total Cost of goods in process 24,244,662,775 19,860,080,262
Less: Work-in-process, ending 43,355,195 53,027,159
Total cost of goods manufactured 24,201,307,580 19,807,053,103
Finished goods, beginning 42,685,755 252,177,779
Total goods available for sale/transfer 24,243,993,335  20,059,230,882
Less: Finished goods, ending 20,406,380 42,685,755
Other transfers 10,154,788 30,444,994

$24,213,432,167

P19,986,100,133

Cost of goods and services sold consists oft

2014 2013 2012
Beginning inventory
Aufomotive #£2,899,063,311 P4,340,087,864 B
Gasoline, retail and petroleum
products 7,940,644 0,786,694 8,367,027
Food 1,310,005 2,351,541 2,160,335
2,908,313,960 4,352,226,099 10,528,262
Add; Net purchases 71,668,974,131 43,419,704,7435 642,162,033
Total inventories available for sale 74,577,288,091 47,771,930,844 652,690,295
Less: ending inventory (Note 6)
Automotive 2,855,485,176 2,899,063,311 -
Gasoline, retail and petroleum
products 5,769,494 7,940,644 9,786,694
Food 934,674 1,310,008 2,351,541
71,715,098,747 44.863,616,884 640,552,060
Cost adjustments (1,613,895,392) {20,203,084) -
Internal and other transfers (338,862,582) (142,500,998) -
Direct labor 6,661,707 18,856,187 16,173,326
Overhead (Note 30) 827,784,474 749,690,677 24,185,460

R70,596,786,954

P45,469,459,666

P630,910,846
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Overhead includes rent expense and common usage and service area charges.

26. General and Administrative Expenses

This account consists of*

2014

2013

2012

Salaries, wages and employee
benefits (Notes 27 and 28)

P2,635,664,640

P1,838,461,064

P056,203,320

Advertising and promotions 2,046,650,153 2,167,375,730 165,656,540
Taxes and licenses 1,224,789.,084 1,056,855,033 502,873,719
Commissions 1,106,053,052 478,915,030 189,703,924
Depreciation and amortization

(Note 11) 886,738,212 870,958,796 368,237,556
Donation and contributions 429,645,388 18,465,510 3,802,056
Delivery and Handling 360,511,590 212,067,754 -
Light, water and other utilities 285,109,704 256,631,497 101,664,069
Outside services 265,267,059 344,401,523 91,369,952
Insurance 205,844,360 182,788,839 111,422,840
Provision for credit losses (Note 5) 195,221,699 22,557,768 849,036
Repairs and maintenance 181,633,148 189,607,784 69,575,384
Administrative and management fees 168,637,706 336,429,533 248,497,988
Transportation and travel 158,956,014 121,320,096 45 834,907
Professional fees 131,502,460 194,519,779 173,760,643
Office supplies 111,003,094 69,822,935 26,589,448
Rent 109,702,266 52,084,746 52,366,000
Entertamnment, amusement and

recreation 62,670,675 66,459,026 51,924,135
Participation fee - 59,659,478 -
Royalty and service fees 58,457,183 13,582,752 5,865,917
Communications 53,933,395 41,284,806 10,850,899
Loss on impairment of AFS 10,219,296 - -
Provisions for inventory

obsolescence (Note 6) 9,819,141 26,912,531 -
Unrealized foreign exchange loss 1,106,204 42309137 7,113,039
Provisions for claims and

assessments - 168,366,015 -
IPO - related expenses {Note 22) - - 165,183,396
Loss from initial recognition of

financial asset (Note 5) - 275,000 94224170
Others 795,621,861 448,449,457 109,707,956

P11,494,777,384  P9280,561,619  P3,553,276,894

Donations and contributions pertain to real properties and fund given to TMP School of
Technology to finance its building construction and operations.

Other expenses include membership and subscription fees, dealer development, corporate events
and contractual services.
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27. Related Party Transactions

Parties are considered to be related if one party has the ability, directly, or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions and the parties are subject to common control or common significant influence. Related
parties may be individuals or corporate entities. These related parties include subsidiaries,
associates, jointly controlled entities, key management personnel, stockholders and other related
parties which include affiliates.

An entity is considered an affiliate if such entity and the Parent Company have common
shareholders. In effect, such entity is a sister company of the Parent Company by virtue of
ownership and common control. It is neither a subsidiary nor associate of the Group.

The Group, in its regular conduct of its business, has entered into transactions with its associate
and other related parties principally consisting of cash advances for reimbursement of expenses,
merger and acquisitions and capital infusion, leasing agreements, management agreements and
dividends received from associates. Transactions with related parties are made at normal market
prices.

As of December 31, 2014 and 2013, the Group has not made any provision for probable losses
relating to amounts owed by related parties. This assessment is undertaken each financial year by
examining the financial position of the related party and the market in which the related party
operates.

The foltowing table shows the related party transactions included in the consolidated financial

statements.
December 31,2014
Amount/ Outstanding
Category Yolume Balances Terms and Conditions/Nature
Ultimate Parent
Trade receivable 46,405 P46,405  Management fee; 30 day term
Management income 40,179 Management fee income for the period

Qctober 2014 to December 2014

Associates

Cash and cash ¢quivalents 483,036,715  23,141,633,630  Savings, current and time deposit accounts
with annual interest ranging from 0.50% to
3.75%; unsecured; no impairment

Interest receivable 2,860,521 2,860,521  Interest from cash and cash equivalents

Interest income 127,870,581 Interest income from cash and cash equivalents

Trade receivable 4,647,572,248 148,006,406  Non-interest bearing; 30 days term; unsecured;
no impairment

Deposit 1,200 1,200  Unsecured; no impainment

Nontrade receivable 826,594,686 593,139,199 Non-interest bearing; unsecured, no
impairment

Accrued rent income 32,817,096 2,970,513 Unsecured; no impairment

Advances from officers, employees, and 49,574,060 49,574,060  Non-interest bearing; 30 days

agents

Other noncurrent assets 100,000,000 100,000,000  Non-interest bearing; due and demandable

Due from related parties 36,358,696 36,358,696  Unsecured; no impairment

Inventories 8.,884,422,878 8,884,422,878

Investments in associates and joint ventures 787,500,000 787,500,000  Purchase of additional investment in jointly
controlled entities

AFS equity securities 5411,670 35,255,658  Unsecured; no impairment

Trade payable 222,680,511 19,767,430  Non-interest bearing, 45 days term; unsecured;

no impairment

{Forward)
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December 31, 2014
Amount/ Qutstanding
Category Volume Balances  Terms and Conditions/Nature
Loans payable B936,069,580 29,057,004,147  GBP-Interest bearing with interest ranging

Accrued interest payable
[nterest expense

Due to related parties
Accrued expense
Dividend income
Insurance expense
Miscellaneous expense

Jointly controlled entities

Dividend receivable
Rent receivable

Due to related parties
Trade receivables

Trade payabie

Other related parties

Cash and cash equivaients

Interest income
Trade receivable

Due from related parties
(ther current assets
AFS debt securities

AFS equity sceurities
Interest ingome
Rent receivable

Rent ingome
Loans receivable

Trade payable

Loans payable

Accrued interest payable
Long-term payable

Due to related parties
Royalty payable

Other payable
Dividends payable
Dividend income
Miscellaneous expense
Recetvable - others

Investment in associates and jeintly

controlled entittes
Deferred financing cost

Liabilities on purchased properties

Donation

Key management personnel
Other payable and accrued expense

Rent income

Salaries and employee benefits

Director’s fee

Short-term employee benefits

Post employee benefits

138,638,163
423,434,616
2,604,765
24,822
953,832,205
80,522
379,539

240,000,000
16,622,941

1,737,500

219,249,359

230,594,153

4,952,035
143,749,203

184,609,708.22
12,672,280.00

7,641,889
22,732,473
76,972,783

3,302,321
7.877.666

25,977,476

3,284,260

9,735,226
27,143,182
23,066,961

24,471,481
195,602
68,920,430

1,549,756,250

23,052,261
931,284,327

350,274,000

1,087.741
418,125
79,020,802
16,515833
513,774,208
50,596,622

138,638,163

2,604,765
24,822

240,000,000
1,324,661
10,915
1,737,500

19,761,770

%,599,369,136

1,177,782,966
134,270,780
7,641,889
42,376,789
7,641,889

5,113,345

626,8,44,230
37,154,605
759,831,933
16,982,478
78,626,700
173,429,743
289,718,823

21,506,332
1,072,060,000

46,951,956

1,549.756,250

17,276,752
3.511,859,098

1,087,741

from 2.42% to 10.37%; secured / FLI-
Interest bearing with interest ranging from
3.25%t0 7.10%;

Interest on lpans

Interest on loans

Unsecured; no impairment

Unsecured; no impairment

Dividend income from investments

Life insurance premium

Retainer's and trustee fee

Dividend receivable from FLOC

Unsecured; no impairment

Unsecured; no impairment

Non-interest bearing, 30 days term; unsecured,
o impairment

Non-interest bearing, 45 days term; unsecured;
no impairment

Short-term investments with interest rates
ranging from 1.30% to 1.60%

Interest from cash and cash equivalents

Non-interest bearing; 30 days term; unsccured;
no impairment

Noi-interest bearing; due and demandable

Unsecured; no impairment

7 years, 5.68% to 5.75%; 10 years, 7.1875%,
upsecured; no impairment

Unsecured; no impairmert

Interest income from AFS securities

Non-interest bearing; due and demandable;
unsecured; no impairment

Interest bearing of 3.15%,; Payahle in 2022,
unsecured

Non-interest bearing, 45 days term; unsecured;
no impairment

With interest ranging from 3.75% to 4%,
Payable in 2013; unsecured; no
impairment

Intercst on loans

Interest bearing, 3.00% interest; payable
annually unti 2026; unsecured

Non-intercst bearing; unsecured

Unsecured; no impairment

Underwriting fee; unsecured: no impairment

Dividends payable to FMIC, ORIX and MGEN

Dividend income from TAPI

IT serviees fee

Management fee pertains (o management fee

being charged by the Parent Company to

BLRDC and FLLOC for the consuitancy services

Acquisition of 19.25% of TMEC from FMIC;

acquisition of 25% of TFS from PSBank

Acquisition of GT Tower from PSC

Unsceured with interest rate of 3.15% payable

on 2022, no impairment.

Donation to Toyota Motor Philippines

Foundation

Unsecured; no impairment

Income from employees for car plans
Salaries and benefits to employees
Per diems and bonuses to directors

NGB
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December 31,2013
Amount/ Outstanding
Category Veolume Balances  Terms and Conditions/Nature
Subsidiaries
Due from related parties #300,000,000 Non-interest bearing; due and demandable
Other current assets 861,123 P861,123  Receivable from subsidy of expenses; non-

Associates
Cash and cash equivalents

Interest inecome

Advances to officers, employees and agents
Rental deposits

Due from related parties

Investments in associates and jointly
contrpiled entitics

AFS equity securities
Accrued expense

Accrued interest payable

Loans payable

interest inceme
Dividend income
Management fec income
Interest expense

Miscellancous expense

Jointly eontrolled entities
Dividend receivable
Accounts payable

Other related parties
Cash and cash equivalents

Interest income

Due from related parties
Deposits

AFS debt securities
Interest income

Loans receivable
Accrued expense

Loans payable

Interest expense

Due to related parties

Liabilities on purchased properties

Interest expense
Dividend income

Miscellaneous expense

(Forward)

8,545,042,319

124,126,178
12,226,933
4,523 347
502,243,750

51,866

1,776,667

8,263,073,727
287,445,669

263,107
58,807,050
83,058,611

1,344,866

240,000,000
6,961,000

326,595,003

5,066,377
24,661,448
805,334

1,729316
17,790,333
1,037,320.579
76,799,829
2,570,937,500

117,206,668
982,200,000

59,693,036

15,952,344 446

67,970,674

23,578,612,738

29,843,988
51,866

1,776,667

300,000,000

240,000,600
6,561,000

845,693,500

29,704,509

618,547,138
45,000
2.000,000,000

188,385,414
4320376123

interest bearing; due and demandable

Savings, current and time deposit account with
annual interest ranging 0.5% to 5%;
Unsecured; no impairment

Interest income from cash and cash equivalents

Non-interest bearing; 3¢ days

Guarantee Deposit on Properties

Receivable on szie of property; unremitted
collections

Purchase of additional investment in associate

Unseeured; no impairment

Retainer's fee of an associate as stock and
transfer agent and group life insurance
premium of an associate

Accrued interest on loans with an annual
interest ranging from 2.60% to 10.35% per
annum

Shart term loans from an associate at 2.6-3.5%

per annum; secured

Interest bearing at prevailing market rate, due
and demandable; unsecured, no
impairment

Dividend income from investments in MBTC

Management fee earned from MBTC and
FMIC

Interest bearing at prevailing market rate; due
and demandable

Retaineers fees and trust fees incurred

Dividend receivabie from FLOC
Payable to TMBC 30 to 60 days,
non-interest-bearing

Interest bearing at prevailing market rate; due
and demandable; Unsecured with no
impairment.

Interest income from cash and cash equivalents

Non-interest bearing; due and demandable

With interest of 7.34%; option agreement will
expire on December 31, 2013; Unsecured
with no impairment.

7 years, 5.68% to 5.75%; 10 years, 7.1875%,
Unsecured; ne impairment

Interest income from AFS securities

Telemarketing charges with Metrobank Card
Corporation

With interest ranging from 3.73% to 4%,
Payable in 2015

Interest expense from loans payable

Non-interest bearing; due and demandable

Unsecured with interest rate of 3.15% payable
on 2022; no impairment.

Interest expense on purchased properties

Drividend income earned from FMIC and
ORIX

Participation fec paid to the vitimate parent
company in the private placement exercise

R T




-9] -
December 31, 2013
Amount/ Qutstanding
Category Volume Balances  Terms and Conditions/Nature
Key management personnel
Rent income R310,982 [ncome from employees for car plans
Salarics and employec benefits 68,948,180 Salaries and benefits to employees
Director’s fee 11,795,000 Per diems and bonuses to directors

Details of the transactions with affiliates are as follows:

Land for development
In 2014, Fed Land acquired parcels of land amounting to B8.88 billion from MBTC to be held
either for sale or for future land development (Note 6).

Operating advances
Due from and to related parties consist mostly of operating advances which are noninterest-
bearing and due and demandable.

Long-term loans receivable

In 2012, Fed Land entered into a loan agreement with Cathay International Resources Corp.
(Borrower). Fed Land agrees to lend to the Borrower a total amount of B705.00 million with
nominal interest rate of 3.15% annually. This loan will mature on the tenth year anniversary from
the date of the execution of the agreement. The outstanding balance of long-term loans receivable
as of December 31, 2014 amounted to B626.01 million in 2012.

The interest expense from Day 1 difference recorded under ‘General and administrative expenses’
in the consolidated statements of income amounted to 8%4.22 million in 2012,

Fed Land

In 2011, Fed Land entered into an option agreement with its various affiliates (Grantor), whereby
the Grantor grants and gives Fed Land the exclusive rights, for a period of three years to either

(a) purchase the Property, (b) purchase the shares of stock of the Grantor which owns the Property,
(c) to develop the property as Developer in joint venture with the Grantor’s affiliates or (d) to
undertake combination of any of the foregoing, as may be agreed upon the parties. There were no
outstanding deposits in 2014 and 2013.

In addition, the Grantor will reimburse Fed Land for its interest expense, borrowing cost and
related expenses incurred in obtaining the option money. The Group recognized interest income
amounting to nil and 263 .85 million in 2014 and 2013, respectively.

Affiliated bank loans

The Group’s loans payable to an affiliated commercial bank bears interest rates ranging from
3.75% to 4.50% per annum in 2014 and 6.52% to 6.78% per annum in 2013 and 2012,
respectively.

Managemen! fee

Management fee amounting to B78.26 million, 870.18 million and B41.14 million in 2014, 2013
and 2012, respectively, pertains to the income received from a joint venture of Fed Land with
FLOC and MBTC (Note 23).
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Lease agreements

In 2011, Fed Land also leased its mall to some of its associates and affiliates. The lease term
ranged from 5 to 10 years. The rental income on these leases amounted to 2175.54 million and
B127.32 million for 2014 and 2013, respectively (Note 30).

Compensation of key management personnel for the years ended December 31, 2014, 2013 and
2012 follow:

2014 2013 2012
Short-term employee benefits P513,774,208 2£111,560,155 8195,072,227
Post employment benefits 50,596,622 49,782,006 7,607,244

P504,370,830 2161342161 £202,679,471

Transactions with the Group Retirement Funds

The retirement funds of the subsidiaries’ employees are being managed and maintained by MBTC
as trustee bank. The total carrying amount and fair value of the retirement funds as of

December 31, 2014 and 2013 amounted to 21.25 billion and B1.11 billion, respectively. The
assets and investments of the fund include cash and cash equivalents, investments in government
securities and equity securities, among others.

The following tables show the amounts of related party transactions of the Group with the
retirement funds of the subsidiaries’ employees as of December 31, 2014 and 2013:

December 31, 2014
Amount/ Outstanding
Category Volume Balances Terms and Conditions/Nature
Associate

Savings deposit P122273  Savings account with annual interesl of
1%, 1 - 3 months; Unsecured and
no impairment;

Time deposit 22,541,000  With annual interest of 3.88%, 1 -3
months maturity; Unsecured and no
impairment

Investment in equity securities 12,285,825  Unsecured with no impairmentl

Interest ingome P179,484 Income carned from savings deposit

Gain on sale of shares 351,188 Income from sale of shares

Mark-to-market gain 1,800,980  Gain from mark-lo-market of shares

Parcnt

Investment in equitly securities 6,792,578  Unsecured with no impairment

Gain on sale Income from sale of shares

Mark-to-market gain 737,939 Gain from mark-lo-markel of shares

December 31, 2013
Amount/ Outstanding
Category Volume Balances Terms and Conditions/Nature
Associate

Savings deposit £276,533  Savings account with annual interest of
1%, 1 - 3 months; Unsecured and
no impairment;

Time deposit 14,100,000  With annual interest 0f 3.88%, 1 -3
months maturity; Unsecured and no
impairment

[nvesiment in equity securities 7,101,096  Unsecured with no impairment

Interest income B219,568 Income eamed from savings deposit

(Gain on sale of shares 1,370,769 Income from sale of shares

Mark-to-market gain 287,39¢ Gain from mark-to-markel of shares

(Forward)
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December 31, 2013
Amount/ Outstanding

Category Volume Balances Terms and Conditions/Nature
Parent

Investment in equity securities B 5,087,480  Unsecured with no impairment

Gain on sale 2,877,808 Income from sale of shares

Mark-to-market gain 310.175 Gain from mark-to-market of shares

Transactions relating to the retirement plans are approved by the subsidiaries’ respective
Retirement Committees. The voting rights over the investments in the shares of entities within the
Group are exercised by the Retirement Committee, whom are either officers or directors of the
subsidiaries.

28

Pension Plan

The Group provides defined benefit pension plans for substantially all of its employees.
Provisions for pension obligations are established for benefits payable in the form of retirement
pensions. Benefits are dependent on years of service and the respective employee’s final
compensation. Actuarial valuations are made at least every one to three years.

Principal actuarial assumptions used to determine pension obligations follow:

2014
Actuarial Assumptions
Date of Actuarial  Expected Return Salary Rate Discount
Valuation on Plan Assets Increase Rate
Real estate December 31,2014 3.50% 8.00% 4.74%
Power ~do- 5.00% 10.00% 4.45%-4.78%
Non-life insurance -do- 7.00% 16.00% £,69%
Autoemotive -do- 2.00% 6.00%-7.00% 4.47%
Financial -do- 5.00% 7.00% 4.62%
2013
Actuarial Assumptions
Date of Actuarial Expected Return on Salary Rate Discount
VYaluation Plan Assets Increase Rate
Real estate December 31, 2013 3.50% 0.25% 5.65%
Power ~do- 5.00% 8.00% 4.66%-6.14%
Non-life insurance -do- 7.00% 10.00% 4,99%
Automotive -do- 9.00% 5.00%-7.00% 4.90%-6.11%
Financial -do- - 8% 5.43%

The overall expected rate of return on plan assets is determined based on the market prices
prevailing on that date applicabte to the period over which the obligation is to be settled.

Net retirement liability (asset) included in the statement of financial position follow:

2014 2013
Retirement asset (Note 14) (£3,519,970) P
Retirement liability 2,260,951,566 1,703,632,361

Net retirement liability P2,257,431,596 B1,703,632,361

O
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The fair values of plan assets by each class as at the end of the reporting periods are as follows:

2014 2013
Cash and cash equivalents 54,945,935 B74,857,144
Investment in government securities 778,894,544 693,457,738
Investment in equity securities 207,712,497 162,728,547
Investment in debt and other securities 111,832,371 63,800,661
Receivables 85,976,479 7,851,213
Investment in mutual funds 21,367,780 15,241,230
Others 40,031 95,210,474

£1,260,769,637 #1,113,147,007

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the reporting period,
assuming all other assumptions were held constant;

2014 2013

Possible Increase Increase

Fluctuations (Decrease) {Decrease)

Discount rates +1%  (P349,500,517) (P48%9,919,722)
-1% 421,150,209 607,053,371

Turnover rate +1% (43,200,300) (34,624,950)
-1% 48,113,600 38,705,250

Future salary increase rate +1% 508,596,489 569,310,655

1%  (406,848,534)  (490,661,296)
The Group expects to contribute 110.47 million to its defined benefit pension plan in 2015,

The average duration of the defined benefit retirement liability at the end of the reporting period is
14.76 years for the Group.

Shown below is the maturity analysis of the undiscounted benefit payments:

2014
Less than | year R98,921,792
More than 1 year to 5 years 792,311,084
More than 5 years to 10 years 2,507,973,173
More than 10 years to 15 years 2,929,247232
More than 15 years to 20 years 2.,503,297,344
More than 20 years 10,166,855,799

The Group does not currently have any asset-liability matching study.
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29. Income Taxes

Provision for income tax account consists of:

2014 2013 2012
Current P2,934,761,193 P1,736,415,071 P120,152,710
Deferred (278,399,568) 17,579,768 144,923,530
Final 54,435,318 49,275,282 22,574,356

$2,710,596,943

£1,803,270,121

P287,650,596

The components of the Group’s deferred taxes as of December 31, 2014 and 2013 are as follow:

Net deferred tax asset:

2014

2013

Deferred tax asset on:
Retirement benefit obligation
Unrealized gain on sale of land
Warranties payable and other provisions
Allowance for impairment losses
Decommissioning liability
NOLCO
Allowance for probable losses
Accrued expenses
Unearned premiums
Capitalized commissioning income
Deferred gross profit
Others

P628,794,162
627,412,073
237,613,907

67,698,603
65,692,699
56,430,236
50,749,305
50,608,915
46,264,047
96,505,237
21,924,938
34,194,947

P485,285,082

269,892,617
39,970,139
57,798,142
97,235,999

229,086,607
40,316,088
42,523,751
95,097,784

40,527,930

1,983,889,069

1,397,734,139

Deferred tax liability on:

Deferred acquisition costs 92,641,479 64,912,883
Deferred financing cost 57,263,434 69,834,800
Dismantling costs 40,085,039 36,125,990
Capitalized custom duties 20,724,088 —
Capitalized borrowing cost 7,804,674 7,517,847
Fair value adjustment on acquisition - by Parent - 33,707,943
Others 39,194,850 76,463,200

257,713,564 288,562,753

Net deferred tax asset

£1,726,175,505

P1,109,171,386
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Net deferred tax liability:

2014 2013
Deferred tax asset on:
Excess of cost over fair value of investment
property P125,300,151 P115,469,258
Accrued expenses 95,732,185 9,499,022
Retirement benefit cbligation 33,085,137 32,100,122
Prepaid commission 29,504,227 26,504,227
Interest expense on Day | loss 23,698,386 26,061,686
Fair value adjustment on acquisition - by Parent - 34,087,631
Others 48,369,019 24,490,336
355,689,105 271,221,282
Deferred tax liability on:
Fair value adjustment on acquisition - by Parent  2,972,074,225 2,850,921,020
Excess of book basis over tax basis of deferred
gross profit 270,948,611 50,482,992
Capitalized borrowing cost and guarantee fees 270,822,176 201,128,200
Fair value adjustment on acquisition - by
subsidiaries 206,688,774 226,373,419
Unamortized discount on long term payable 110,792,792 107,832,042
Lease differential 20,376,662 9,344 048
Others 36,139,688 76,880,407
3,887.,842,928 3,522,962,128

Net deferred tax liability P3,532,153,823 P3,251,740,846

The Group has deductible temporary differences for which deferred tax asset has not been
recognized since management believes that it is not probable that sufficient taxable income will be
available against which the said deductible temporary differences can be utilized.

As of December 31, 2014, 2013 and 2012, the Group’s unrecognized deductible temporary
differences pertain to its NOLCO and MCIT with details as follows:

NOLCO
Year Incurred Amount  Expired/Applied Balance Expiry Date
2014 £974,274,770 P R974,274,770 2017
2013 1,052,769,050 - 1,052,769,050 2016
2012 968,338,310 - 968,338,310 2015
2011 632,568,376 632,568,376 - 2014
P3,627,950,500 P632,568,376  $2,995,382,130
MCIT
Year Incurred Amount  Expired/Applied Balance Expiry Date
2013 P217,786 P- 217,786 2016
2012 446,800 - 446,800 2015
2011 17,559 17,559 - 2014
P682,145 R17,559 P664,586
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The reconciliation of the provision for income tax computed at the statutory income tax rate to the
provision for income tax shown in the consolidated statements of income follows:

2014 2013 2012
Provision for income tax
computed at statutory rate 30.00% 30.00% 30.00%
Tax effects of:
Income subjected to final tax (0.54) (0.22) (0.18)
Nondeductible interest and
other expenses 0.74 (.62 (0.03)
Change in unrecognized
deferred tax assets 2.55 2.50 -
Nontaxable income (11.26) (12.91) (26.57)
Operating incoine within ITH (6.31) (7.41) -
15.18% 12.58% 3.22%

Board of Investments (BOI) Incentives

Fed Land

The BOI issued a Certificate of Registrations as a New Developer of Mass Housing Project for its
real estate projects in accordance with the Omnibus Investment Code of 1987. Pursuant thereto,
the registered projects have been granted Income Tax Holiday (ITH) for a period of three to four
years. The projects namely: Marquinton-Cordova Tower and The Oriental Place are entitled to
ITH in years 2008 to 2012, The Capital Towers-Beijing, Marquinton Gardens Terraces-Toledo,
Oriental Gardens-Lilac and Peninsula Garden Midtown Homes-Tower A are entitled to ITH in
years 2009 to 2013, Oriental Garden Heights - A, B and C in 2010 to 2014, Marquinton Garden
Terraces - Valderrama Tower in 2010 to 2013, Peninsula Garden Midtown Homes (PGMH) -
Maple Tower and Tropicana Garden City - Ibiza Tower are entitled to I'TH from 2012 to 2015 and
PGMH - Narra is entitled to ITH from 2014 to 2017.

CEDC

CEDC was registered with the BOI on a pioneer status under Executive Order No. 226 or the
Omnibus Investments Code of 1987 on June 25, 2008, initially under the name of GBPC. On
February {8, 2009, BOI granted the transfer of its registration from GBPC to CEDC. BOI
incentives include, among others, an income tax holiday of six (6) years from December 2010 or
actual start of commercial operations, whichever is earlier, and zero percent duty importation of
capital equipment, spare parts and accessories from date of registration up to June 16, 2011.
CEDC started commercial operations on February 26, 2011. Its paid-up capital amounted to
R554.40 mitlion as of December 31, 2012,

TPC

Toledo Power Co. (“TPC”), as expanding operator of an 82MW Coal-Fired Power Plant

(TPC 1A), was registered with the BOI on a pioneer status under Executive Order No. 226 or the
Omnibus Investments Code of 1987 on October 23, 2012, BOI incentives include, among others,
an income tax holiday of three (3) years from December 2014 or actual start of commercial
operations, whichever is earlier and zero percent duty importation of capital equipment, spare
parts, and accessories from date of effectivity of Executive Order No. 70 and its Implementing
Rules and Regulations for a period of five (5) years reckoned from the date of its registration or
until the expiration of EOQ 70, whichever is earlier. TPC began delivery of power from TPC 1A on
February 26, 20135,
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PEDC

PEDC was registered with BOI under the provisions of the Omnibus Investments Code as a new
operator of a 246MW coal-fired power generation plant in lloilo City under BOI Certificate of
Registration No, 2008-171 dated July 24, 2008, initially under the name of GBPC. It has been
transferred under PEDC’s name after its incorporation. Under the terms of its registration, PEDC
is subject to certain requirements, principally: (a) that PEDC should start operations no later than
December 2011, (b} that PEDC should increase its authorized, subscribed, and paid-up capital
stock to at least B4.45 billion and (c) that PEDC should secure a Certificate of Compliance (COC)
from the Energy Regulatory Commission {(ERC) prior to the start of its commercial operations.
PEDC declared commercial operations on March 26, 2011, As of December 31, 2012, PEDC had
paid-up capital of B554.40 million,

30.

Lease Commitment

The Group as a lessee

The Group is & party under various lease agreements including the lease of premises cccupted by
the head office, office space leased for the Group’s branches, land leased for Fed Land Group’s
mall and gasoline station and lease of parking spaces with terms ranging from 1 to 10 years. Rent
expense included under “General and administrative expenses amounted toR109.70 million,
B52.08 million and B52.37 million, respectively (Note 26). Rental incurred on the lease of land
for its mall and gasoline stations are presented as ‘Overhead’ and included in the “Cost of goods
and services sold” account, amounting to £20.56 million and B30.97 million and 224.19 million in
2014 and 2013, respectively {Note 25).

As of December 31, 2014 and 2013, the future minimum rental payments are as follows:

2014 2013
Within one year £49.780,921 B36.201,598
After one year but not more than five years 151,124,572 98,891,027
More than five years 365,160,285

B566,065,778 B138,092,625

The Group as a lessor

The Group has entered into commercial property leases on its investment properties consisting of
office spaces, land, mall and parking spaces with lease terms ranging from 5 to 10 years. The
Group’s rental income on these leases amounted to 8764.49 million, 8592.04 million and
P233.44 million, in 2014, 2013 and 2012, respectively (Note 9). The cost of rental services
amounting 270,09 million, 8113.15 million and 85,74 million in 2014, 2013 and 2012,
respectively, includes maintenance fee, depreciation, repairs and maintenance, and taxes and
licenses.

As of December 31, 2014 and 2013, the future minimum receipts from these lease commitments
are as follows:

2014 2013
Within one year $954,270,511 B527,362,863
After one year but not more than five years 2,384,112,193 1,202,054,987
More than five years 1,497,684,816 254,680,118

P4,836,067,520 P1,984,097,968

LT R



- 100 -

31. Business Combinations

2014

Acquisition of TCI

In March 2014 the Parent Company acquired an aggregate of B69.62 million common shares of
TCI for a total purchase price of B347.40 million. The acquisition represents 89.05% of the TCI's
outstanding capital stock. The Parent Company assessed that it has contro} over TCI through its
ability to direct the relevant activities and accounted for TCI as a subsidiary.

The acquisition was accounted for as a business combination using the acquisition method. The
Group engaged a third party valuer to conduct the purchase price allocation. The Group elected to
measure the non-controlling interest at the proportionate share of the non-controlling interest in
the identifiable net assets of TCI,

The fair values of the identifiable assets and liabilities of TCI as of acquisition date are as follows:

Assets
Cash and cash equivalents P65,843,434
Receivables 489,139,851
Inventories 116,777,335
Other current assets 101,508,993
Available-for-sale investments 711,019
Property and equipment 201,227,584
Investment properties 301,367,000
Deferred tax assets 23,933,097
Other noncurrent assets 837272
1,301,345,587
Liabilities
Accounts and other payables 254,455,022
Loans payable 497,000,000
Pension liability 93,357,542
Deferred tax liability 71,367,274
916,179,838
Net assets P1385,165,749

The gross contractual amount of receivables acquired amounted to R489.14 million. The
aggregate consideration transferred consists oft

Cash consideration B347.403,800
Fair value of non-controlling interests 42,175,650
B389,579,450

The business combination resulted in goodwill computed as follows:

Total consideration transferred P389,579,450
Less: fair value of identifiable net assets 385,165,749
Goodwill B4,413,701

Goodwill arising from the acquisition of TCI is allocated to the operations of TCI. Nene of the
goodwill recognized is expected to be deductible for income tax purposes. From the date of
acquisition, TCI contributed gross revenues and net income amounting to £4.20 billion and
B7.00 million, respectively.
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If the business combination had taken place at the beginning of the year, total revenues and net
income attributable to equity holders of the Parent Company in 2014 would have been
£144.20 billion and $9.16 billion, respectively.

2013

Acquisition of Toyota

On January 17,2013, the Parent Company and MBTC executed a Deed of Absolute Sale for the
acquisition of 2,324,117 common shares of stock of Toyota from MBTC as provided in the MOU
for a total consideration of P4.54 billion. This represented an additional 15.00% of Toyota’s
outstanding capital stock and increased the Parent Company’s shareholdings in Toyota to 51.00%.

The acquisition of Toyota was accounted for as a business combination achieved in stages,
wherein the cost of consideration included the cash consideration paid for acquiring direct
interests, fair value of previously held interest and the cost of indirect interest. The Parent
Company’s 36.00% direct ownership interest over Toyota was regarded as the previously held
interest and remeasured at fair value,

The Group engaged a third party valuer to conduct a purchase price allocation. The Group elected
to measure the non-controlling interest in Toyota at the proportionate share of the non-controlling
interest in the fair value of the identifiable net assets of Toyota, amounting to P6.88 billion.

The fair values of the identifiable assets and liabilities of Toyota as of acquisition date were
finalized as follows:

Assets

Cash and cash equivalents £8,581,503,619
Receivables 2,384,910,913
Inventories 5,256,937,104
AFS investments 560,349,347
Prepayments and other current assets 657,124,867
Property, plant and equipment 3,168,629,863

Investment properties

Deferred tax assets

Other non-current assets

Intangible assets - customer relationship (Note 13)

2,251,349,832
421,764,219
337,258,975
3,883,238.361

27,503,067,100

Lizbilities

Accounts payable and accrued expenses
Loans payable

Income tax payable

Long-term debt

Deferred tax liability

10,873,614,987
290,000,000
51,952,821
229,481,790
2,232,084,208

13,677,133,806

Total identifiable net assets at fair value

P13,825,933,294

The gross contractual amount of receivable acquired amounted to B2.44 billion.
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The aggregate consideration transferred consists of:

Amount of non-controlling interest P6,879,802,794
Fair value of previously held interest 8,006,101,371
Cash consideration 4,536,985,322

P19,422,889,487

The fair value of the previously held interest of £1,435.33 per share was based on the valuation of
a third party valuer. The Company recognized gain on the revaiuation of the previously held
interest amounting to £1.99 billion reflected under the ‘Gain (loss) on revaluation of previously
held imnterest’ account in the consolidated statement of income.

The business combination resulted in a goodwill amounting to #5.60 billion computed as follows:

Total consideration transferred P19,422,889,487
Less: Fair value of identifiable net assets including

intangible assets 13,825,933,294
Goodwill B5,596,956,193

Goodwilt arising from the acquisition of Toyota Group is allocated entirely to the operations of
Toyota. None of the goodwill recognized is expected to be deductible for income tax purposes.
From the date of acquisition, the Toyota Group has contributed gross revenues of 275.13 billion
and net income amounting to £3.94 billion to the Group. If the business combination with Toyota
had taken place at the beginning of the year, total revenues and net income attributable to equity
holders of the Parent Company in 2013 would have been 2111.04 billion and P8.67 billion,
respectively.

Acquisition of Charter Ping An

On October 10, 2013, GT Capital acquired 2,334,434 common shares of Ping An from Ty family
investment holding companies at a fixed price of 614.3 per share for a total consideration of
P1.4 billion. The acquisition represented 66.7% of the firm’s outstanding capital stock. The
Parent Company has effective ownership over Ping An of 74.97% (66.67% direct holdings and
8.30% indirect ownership). The Parent Company’s 8.30% indirect ownership came from its
25.11% direct interest in MBTC which has 99.23% direct interest in FMIC. FMIC, in turn, has
33.33% direct interest in Ping An.

On June 19, 2012 and April 23, 2013, the BOD and the stockholders of Ping An approved the
amendment of the Articles of Incorporation for the purpose of increasing the authorized capital
stock and the declaration of 1.62 million stock dividends equivalent to 162.50 million. On
October 18, 2013, the Securities and Exchange Commission approved the application for the
increase in Ping An’s authorized capital stock from £350.00 million to ®1.00 billion consisting of
10.00 million common shares with par value of £100.00 per share. The £162.50 million stock
dividend equivalent to 1.62 million common shares represented the minimum 25.00% subscribed
and paid-up capital for the above-mentioned increase in authorized capital stock.

The acquisition of Ping An was accounted for as a business combination achieved in stages,
wherein the cost of consideration included the cash consideration paid for acquiring direct
interests, fair value of previously held interest and the cost of indirect interest. The Parent
Company’s indirect ownership interest over Ping An through its associate MBTC which owns
99,23% of FMIC which in turn owns 33.33% of Ping An before the business combination date
was regarded as the previously held interest and remeasured at fair value. As of
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December 31, 2013, the accounting for the business combination was determined provisionally as
the Parent Company has to finalize the information with respect to the recognition of the fair value
of identifiable assets and liabitities and deferred income tax assets and liabilities arising from the
acquisition. The Group elected to measure the non-controlling interest in Ping An at the
proportionate share of the non-controlling interest in the identifiable net assets of Ping An. In
October 2014, the Parent Company finalized its purchase price allocation. There were no changes
in the provisional values as the additional information subsequently obtained was not significant to
affect the preliminary values.

The fair values of the identifiable assets and habilities of Ping An as of acquisition date are as
follows:

Assets

Cash and cash equivalents B352,376,512
Short-term investments 874,410,676
Receivables 1,615,879,399
Reinsurance assets 3,701,512,371
Deferred acquisition cost 221,204,997
Prepayments and other current assets 25,589,459
AFS investments 1,208,433,444
Property, plant and equipment 195,469,447
Other non-current assets 18,736,582

7,913,612,887

Liabilities
Accounts payable and accrued expenses
Insurance contract liabilities

618,336,186
5,326,709,306

Insurance payable 373,629,735
Deferred reinsurance commission 44,005,499
Income tax payable 43,644 818
Other current liabilities 68,066,431
Pension Lability 29,707,977
Deferred tax liability 38,535,272
6,542,935 224
Total identifiable net assets at fair value B1,370,677.,663
Total contractual amount of receivables amounted to B1.64 billion.
The aggregate consideration transferred consists of?
Amount of non-controlling interest P343,050,222
Fair value of previously held interest 162,160,900
Cash consideration 1,419,620,522

P1,924,831,644

The fair value of the previously held interest is 557.84 per share. The Company recognized a
gain on the revaluation of the previously held interest amounting to B59.5 million reported under
the ‘Gain (loss) on revaluation of previously held interest” account in the 2013 consolidated
statement of income.
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The business combination resulted in a goodwill amounting to 8554.15 million computed as
follows:

Total consideration transferred B1,924,831,644
Less: Fair value of identifiable net assets 1,370,677,663
Goodwill B554,153,981

None of the goodwill is expected to be deductible for income tax purposes. Goodwill arising from
the acquisition of Charter Ping An is allocated to the operations of Charter Ping An. From the
date of acquisition, Charter Ping An contributed gross revenues totaling 547.84 million and net
income amounting to #34.58 million to the Group. Ifthe business combination with Charter Ping
An had taken place at the beginning of the year, total revenues and net income attributable to
equity holders of the Parent Company in 2013 would have been 2106.70 billion and £8.76 billion,
respectively.

Common Control Business Combination

On February 18, 2013, the BOD approved the merger of Federal Land with its two subsidiaries
namely: Fedsales Marketing, Inc. and Omni-Orient Marketing Network, Inc. wherein Federal
Land will be the surviving entity and the two (2) subsidiaries will be the absorbed entities. The
application for merger was filed and approved by the Philippine SEC on November 29, 2013.

As a result of the merger, non-controlling interest amounting to £2.59 million arising from the
previous consolidation of OOMNI in Fed Land was reversed and reflected as part of ‘Other equity
adjustment” account in the consolidated statement of financial position.

Also on May 8, 2013, the BOD of HLRDC, SHDC and HLPDC approved the merger of the
three (3) entities where HLPDC will be the surviving entity and HLRDC and SHDC will be the
absorbed entities. The application for merger was filed and approved by the Philippine SEC on
October 21, 2013,

2012

Acquisition of GBPC

As of December 31, 2011, the Parent Company had an indirect interest of 7.61% over GBPC
through its investment in MBTC-FMIC. The Parent Company also had deposits for future
subscription {DFS) amounting to £3.40 billion while FMIC had DFS to GBPC amounting to
B5.59 billion.

On December 9, 2011, as part of the Parent Company’s plan to acquire control over GBPC, the
Parent Company and GBPC entered into a Subscription Agreement which provided that for the
planned increase of B760.00 million in GBPC’s authorized capital stock, the Parent Company
shall subscribe to and purchase, and GBPC agrees to issue and sell, 117,067,800 shares with par
value of B100.00 per share, for a total consideration of £3.40 billion.

On January 16, 2012, the SEC approved the application for the increase in authorized capital stock
and reduction in the par value of common shares of GBPC from B100.00 per share to B1.00 per
share. Upon approval of the increase, the Parent Company’s DFS in GBPC was converted into
117,067,800 common shares representing interest of 21,04% in GBPC while FMIC’s DFS was
converted to 195,058,600 common shares representing interest of 35.06% in GBPC and a
corresponding increase of 4.48% in the Parent Company’s indirect interest over GBPC.
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On February 15 and 16, 2012, the Parent Company entered into a Deed of Absolute Sale with a
third party to acquire and transfer 35,504,900 and 38,863,000 common shares of GBPC,
respectively, with the third party as the seller and the Parent Company as the buyer for a
consideration amounting to 81.24 billion and #1.36 billion, respectively. Such shares aggregating
to 74,367,900 common shares represent 13.37% interest over GBPC.

In summary, the Parent Company acquired an additional 11.89% direct interest over GBPC for a
total direct interest of 50.89%.

The acquisition of GBPC was accounted for as a business combination achieved in stages, wherein
the cost of consideration included the cash consideration paid for acquiring direct interests, fair
value of previously held interest and the cost of indirect interest. The Parent Company’s indirect
ownership interest over GBPC through its associate MBTC which owns 98.06% of FMIC which
in turn owns 38.09% of GBPC before the business combination date was regarded as the
previously held interest and remeasured at fair value.

The Group engaged a third party valuer to conduct a purchase price allocation. The fair value of
the identifiable assets and liabilities was finalized in April 2013. The Group elected to measure
the non-controlling interest in GBPC at the proportionate share of the non-controlling interest in
the identifiable net assets of GBPC.

The fair values of the identifiable assets and Habilities of GBPC as of acquisition date were
finalized as follows:

Assets

Cash and cash equivalents £10,506,427,392
Receivables 3,935,964,042
Inventories 895,882,766

Prepayments and other current assets
Receivables from affiliates

Property, plant and equipment
[nvestments and other non-current assets
Intangible assets (Note 13)

1,212,354,008
427,605,411
33,492,302,035
3,077,687,617
8,995,160,191]

62,543,383,462

Liabilities

Accounts payable and accrued expenses
Long-term debt

Other liabilities

Deferred tax liability

3,103,143,856
34,260,023,586
854,225,652
593,256,587

38,810,649,681

Total identifiable net assets at fair value

B23,732,733,781

The aggrepgate consideration transferred consists of:

Amount of non-controlling interest
Fair value of previously held inferest
Cash consideration and cost of indirect interest

£15,238,649,131
690,643,951
7,375,910,045

P23,305,203,127
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The fair value of the previously held interest of B37.81 per share was based on the valuation of the
third party valuer. The Company recognized a loss on the revaluation of the previously held
interest amounting to B33.95 million,

The business combination resulted in a gain on bargain purchase amounting to £427.53 million
computed as follows:

Total consideration transferred £23,305,203,127
Less: Fair value of identifiable net assets including intangible assets 23,732,733,781
Gain on bargain purchase (P427,530,654)

Acquisition of Non-Controlling Interest

2014

Ping An

On January 27, 2014, the Parent Company completed the acquisition of 100.00% ownership
interest in Charter Ping An The Parent Company purchased the remaining 33.33% (represented
by 1.71 millton shares) of Charter Ping An’s outstanding capital stock from FMIC for a total
consideration of 8712.00 million.

TCI
On April 23, 2014, the Parent Company acquired 200,000 shares of TCI for a total consideration
of B1.00 million, resulting to 89.31% ownership over TCL

GBPC

On May 28, 2014, the Parent Company subscribed to 7,217,470 shares of GBPC, representing an
additional 0.38% of GBPC. With this transaction, the Parent Company’s direct ownership over
GBPC increased from 50.89% to 51.27%.

These acquisitions were accounted for as change in ownership without loss of control and are
accounted for as equity transactions. Total negative other equity adjustments recognized from
these acquisitions amounted to B315.67 million (Note 22).

2012

GBPC

On May 2, 2012, the Parent Company exercised its option to acquire 25,520,700 common shares
of GBPC representing 4.59% of GBPC’s outstanding capital stock, at a fixed price of £35.00 per
share for a total cost of 2893.20 million. This increased the Parent Coinpany’s direct ownership
over GBPC to 39.00%.

On September 12, 2012, the Parent Company acquired from a third party an additional 66,145,700
GBPC common shares, representing 11.89% of GBPC’s outstanding capital stock from the
holders of the non-controlling interest, at a fixed price of 35,13 per share for a total cost of

B2 .32 billion. The acquisition increased the Parent Company’s direct holdings in GBPC to
50.89%.

Fed Land

On May 3, 2012, the Parent Company acquired the remaining 20.00 million common shares of
Fed Land representing 20.00% of Fed Land’s outstanding capital stock from the holders of the
non-controlling interest for a total cost of P2.70 billion, thereby increasing the direct holdings of
the Parent Company in Fed Land from 80.00% to 100.00%.
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These acquisitions were accounted for as change in ownership without loss of control and are
accounted for as equity transactions. Total negative other equity adjustments recognized from
these acquisitions amounted to B681.07 million (Note 22).

32,

Fair Value Measurement

The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are as follows:

Cash and cash equivalents and Other current assets (short-term cash investments)
The fair value of cash and cash equivalents approximate the carrying amounts at initial recognition
due to the short-term maturities these instruments.

Receivables

The fair value of receivables due within one year approximates its carrying amounts. The fair
values of installment contracts receivable are based on the discounted value of future cash flows
using the applicable rates fo