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PART [ - FINANCIAL INFORMATION

Item 1. Financial Statements

The Unaudited Interim Financial Staterents -of the Company as at and. for the period ended
Juhe 30, 2019 and Notes to Financial Statemenits are hereto attached as Annex AN,

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

RESULTS-OF OPERATIONS

Six months period ended June 30, 2019 compared to the six months period ended
June 30, 2018

Service Revenites

The Company’s servicg revenues increased by 36% to B7.84747 million for the period ended
June 30, 2019 from£5,782. 75 million tor the quarter ended June 30,2018. This growth was principally
due to the increase in revenues from both the logistics and. remittance segment by 27% and 11%,
respectively.

There is a growth in Company’s domestic business mainly from the opening of 76 retail branches,
mtroductmn of new products mid-2018 and price increase effective October 2018.

Contributed revenue for the. six-month period of the businesses acquired from July 201 8 onwards is
approximately around 1.92 billion,

Cost of Services

Cost of services is higher by 39% to R$,302.18 miiliton for the period ended June 30, 2019 from
P3,818.85 million for the period ended June 30, 2018, relative to growth of volume in logistics and
rémittance services, thus, a 36% increasgé in cost of delivery and remittance.

Salaries-and wages related to operations is up by 51% largely from incréase in headcount and business
combination.

Depreciation and amortization surged by 102% mainly from the consteuction and improvements of new
branches and. capitalization of equipment in earlier part of 2019 Also, a factor'of the increase in.this
aécount is the adoption of PFRS16 wherein right-of-use assets were recogmzed and amortized through
time, and this was partially offset by the declirie in rent expense in compliance with the said standard.

Lhilities and supplies increased by 41% resulting from the operations of new warehouses and branches.
Gross Profit
Gross profit is favorable by 30% to £2,545.29 million for'thé¢ period ended June 30, 2019 fiom

£1,963.91 million for the penod ended June 30,2018, primarily due fo the increase in revenue amounts
for domestic logistics services and the. impact of business combination:



Operating Expenses

Operating expenses is higher by 70% to B1 ,698.:36 million for the period ended June 30, 2019 from
£996.38 million for the period ended June 30, 2018, caused by the following:

Higher depreciation and amortization expense by P279.62 million are attributable to additional office.
property and equipment durmg the period, This account also includes the-amortization of the right-of-
_use of assets which resulted from the adoption. of new standard forleases, PERS 16. The relativé decline
in rent expense offset.this impact by £79.99 million.

Claims and losses were up by P115.03 million mainly resulted from losses assumed relative to. the
business combination of a domestic entity.

_Advertlsmg and promotion expenses also contributed to the operating expense incredse, as it grew by
79% or £70.24 million, mainly from parallel increases in production costs, television and Tadio
ddvertisements, as well as costs for digital/online campaigns.

Dues and SUbscriptions were al'so'hi_gher"-by P17.51 million, primarily attributable to the rate increase
for one of the inajor IT service providers.

Commission expense, which is mostly related to-agents from international subsidiaries, increased by
£79.12 million durmg the period.

Other Iricome, Net

Other expense, net of. P71.24 million resulted for the penod ended June 30, 2019 as compared with an
income.of P505.69 million for the same period in 2018, Net decrease is mainly atfributable to:

There'is ?,l'bwe_r gain on derivatives amounting to #28.50 million for the period ended June 30,2019 as
compared to'the P439.44. million gain for the same period iast year, mainly from the movement of the
Company’s share. price.

Foreign exchange .gain, net is lower by 86% or P125.80. million which resulted from the foreign
exchange frading, and a revaluation of US dollar denhominated time deposit accounts.

Interest expense went up: by P68.95 million miostly from the adoption of PFRS16 which requires
recognizing-of interest-from lease liabilities.

Net Income after tax.
Net income. aftef tax was at P548.95 million for the six-month pericd ended Tune 30; 2019 from
P1,195.84 million for the same period erided June 30, 2018, primarily due to the following:
e Lower gainon derivative atiributable to the convertible instrument as compared to same period
in 2018 by P410.94 million;
¢ Net loss from one of the acquired entities in 2018 amounted to P206.61 million;
Lower foreign exchange gain by £125.80 million;
First time adoption of PFRS16 resulted to higher depreciation and interest expense, partially
offset by the decline in rentals; and '
» Netincome from-operation stand at 798,71 million which is 10% higher compared to P728.69
million as of six-month period June 30, 2018.



Quarter ended June 36, 2019 compared to the guarter ended June 30, 2018

Service Revenues

The Company’s service revenues increased by 35% to £4,092.41 million for the quarter ended
June 30, 2019 from £3,033.37 million for the quarter ended Tune 30,.2018. This. gmwth was principally
due to the increase in revenues from the Logistics segment, atiributable fo escalation in both retail and
corporate sales by 9% and 2%, respectively. The Compan} s-domestic busingss also contributed to
growth mainly from additional 76 branches and price increase effective October 2018, Moreover,
acquisitions made in 2018 contributed net revenue amounting to P995.26 million.

Cost of Services

Cast of services is higher by 33% to P2,664.03 million for the quarter ended June. 30, 2019 from
$1,999.66 million for the quarter ended June 30, 2018, relative to growth of volume in logistics services.
This resulted. with a 32% increase-in cost of d_e_lwe_ry_and remitiance, Salaries and wages.grew by 57%
due to incréase in headcount telative te business combination, '

Gross Profit

Gross profit increased by 38% to £1,428.38 million for the quarter ended fune 30, 2019 from
£1,033.72 million for the-quarter ended June 30,2018, primarily dueto the increase in revénue amounts
for lo gistics services,

‘Operating Expenses

.Operating expenses is higher by 83% to P970.29 million for the ‘quarter ended June 30, 2019 from
£530.23 million for the quarter ended June 30, 2018, caused by the {ollowing:

Higher depreciation and amortization éxpense by P230.88 million are attributable to additional
leasehold improvemerits and motor vehicle. This account also includes the depreciation of the righit of
use of assets which resulted from the adoption of new standard for leases, PFRS 16. Decling in related
rental expense by 68% is-noted.

‘Similar to the matters discussed in comparative six-month period, claims and losses were-up by #33.83
million mainly resulted from losses-assumed relative. to the busiriess combination of.a ‘domestic entity.

Advertising and promotion expefises also-contributed to the operating expernise increase, as it'grew by
66% or P31.10 million, mainly from parallet increases in production costs; television and radio
‘advertisements, as well.as costs for digital/onlineé campaigns.

Commission expense, which is mostly refated to agents from international subsidiaries, increased by
P47.81 million during the quarter.

-Other Income; Net

Other income, net decreased to P151.84 million for the quarter ended June 30, 2019 from P262.09
million in the same-quarter in 2018. Net decreased is mainly atitibutable to:

Gain on derivative attributable to the convertible instrument amounting to P197.51 million i recognized
as a result of lower estimated fair value of derivative liability as of quarter ended June 30, 2019. For’
the quarter ended June 30, 2018, the Company recognized gain on derivative amounting: to P260.48
million.. This is. mostly from decreased of share price from $15.00 to #14.90 per share and is a noncash
entry primarily from the effect of convertible instrument.



mitlion, Thisis mostly from décredsed of share price from P15, (0 to P14.90 per share and is a noncash
entty primarily from the effect of convertible instiument,

Foreign exchange gain, net is lower by 74% or P28.42 million'which resulted from the foreign exchange
trading, and a revaluation of US dollar denominated time-deposit accounts.

Intefest expeise went up by P33.08. million: mostly from the adoption of PFRS16 which requires
tecognizing of interest from lease liabilities,

Net Income gfter tax
Net income -after tax was at P541.38. millien for the quarter ended June 30, 2019 from
P625.28 million for the quarter ended June 30, 2078, primarily due fo the following;
»  Lower otlier income, net by 42% which is a factor of the decline in foreign exchange gain and
gain on derivatives;
w  Net loss from ane of the acquired entities. in 2018 amounted to P36.88 million;
«  First time adoption of PFRS16 resulted to higher depreciation and interest expense, partially
offset by thé decline in rentals; and
» Netincome from operation stand at P417.06 miilion which is 11% higher compared 16 P376.13
million as of six-riionth. period-June 30, 2018,

FINANCIAL CONDITION

As at June 34, 2019 compared to as at December 31,"20.!8
Asséts

Current Asset:

Cash and cash equivalents -increased by 12% to P4,653.26 million -as at June: 30, 2019 from
P4,137.44 million as at December 31, 2018, Refer to analysis of cash flows in “Liquidity” section
below.

Tiade #ind other receivable, riet is higher by 13% at P1,850.05 million as'at June 30, 201 9 from
P1,642.13 niillion as at December 31,.2018 mamly fram largely from niew clients acquired in 2019 and
new services for existing client e.g. truckmg TeVenue,

Due from related parties is lower by 25% to £418:26 million as of June 30, 2019 from £557.96 millien
as of December 31,2018, ‘mainly from the agreement eptered with LBC Developmeiit to offset a portion
of its payable to LBCE against the dividend payable from LBCH.

Investment at fair value through profit or loss is lower by $4% to £21.09 million as of June 30, 2019
from B131.29 million as of December-31, 2018, primarily from redemption of investments amounting
o B261.09 million during the period. This was offset by placement of £151.00 million for working
capital requirement.

Prepdyments and other current assefs increased by 39% t6-B898.06 million as of June 30, 20 19 from
$647.52 million -as of December 31, 2018, mainly traceable t¢ higher prepaid taxes, thaterials. and
supplies, prepaid insurance, prepatd software maintenance costand short-term cash investments,
¢ Increase in prepaid taxes amounting to B47.75 million is due to renewal of business permits of
existing branches in January 2019.
» Higher materials and supplies and prepaid insurance amounting to, P37.45 million and 13
millioti; respectively, were resulted from the business combination.
»  Short-term cash investments from LBC Mundial Corp. amouriting to 132.32 millionas a
result of buginess combination,

e



Non-current Assets

‘Property and equipment, net increased by 73% to £2,480.87 million as at June 30, 2019 from
£1.436.08 million as at December 31, 2018, primarily due to the purchase of parcelsof land during the.
‘quarter;

Right of use of assefs amouriting to #1,769.03 million resulted from the-adoption of PFRS 16, which
“requires the recognition: of an identifiable asset for the right to directly use the.asset being leased in its
.operating leases. The application of this new standard Has an impact also to-the security deposit which
went down by 24% to B238,37 rnillion as-at June 30, 2019 trom B312.43 million as at December 31,
2018

Intangibles, net is higher by [% to-R563.21 million as at Junie 30, 2019 from P555.37 million as at
December 31, 2018, from the additional cost of software mainly under the. subsidiaries with online
logistics operations; offset by the amartization for the period,

Investmerit at fair value through other comprehensive income, up by 20% to £405.72 million as-at
Jurie 30, 2019 -from B337.45 million as.at December 31, 2018, relative to movement in- market price
from£1.73/share to £2.08/share.

Deferted ‘tax assets - net increased by 2% to P308.63 million as of Jume 30, 2019 -from
£302.28 million-as of December 31, 2018 mainly- atéributable to the deferred tax recognized acerual of
leave credits.

Advances for futuré ifivestment in sharés represent the acquisition of shares of LBC Mabuhay Hawaii
Corporation, wherein' the approval was granted effective July 1. 2019. Regulatory approvals were
granted on ‘the purchase of LBC Mundial and LBC NAM during the period, thus, classified as
investment where provisional goodwill of £4.16 million was recognized:

Notes receivable resuited from the purchase of LBC Mundial which ‘includes to the promissory note
froman employee and LBC Holdings USA Corporation (LBC Holdings USA). Notés receivable fiom
LBC Holdings USA is with interest rate at 4% and payable in {80 equal monthly installments while
notes teceivable from an employee is payable through salary deduction in-menthly instaliments.

Linhilities

Accounts and other payables were up by -37% to £3,839.36 million as. at June 30, 2019. from
£2,806.17 million as.of December 31, 2018; primari ly-due to the following:
s Unpaid acquisitions of propérty and equipment:as of June 30 is higher by P737.00 million,
mainly from purchase of land; '
« Higher trade.payables to outside parties by 19% or B254.72 million which is mainly comprised
of delivery and:freight related payables.

Due to related parties amounting to £222.87 million as at June 30,20 l'9_was:-.]a_rgely cp_mpriscd of
accounts acquired during business combination. The Group regularly makes advances to and from
related parties to finance working capital requirements.

Dividends payable amounting to £285.17 million as -at December 31, 2018 represents the amount
declared by LBCH's Board of Directors on December 20,2018,

Notes payable (current and noncurrent) increased by 13% to 2939.50 miltion as of June 30,_2_0'1-9- from
£829.50 million as of December 31, 2018, primarily attributable to additional notes. payable availed
during the period.



Transmissions liability dropped by 17% to P453.88 million as of June 30,2019 from 2543.90 million
‘as of December 31, 2018, mainly attributablé to a lower amount of merchant liability (from bills
payment}.

Ledse liabilities (curtent and noncurrent) is significantly higher by P1,697.65 million to
P1,837.72 million as at June 30, 2019 from B140.07 million as of December 31, 2018, dlji\;'fen' by the'
‘adoption of PFRS 16 which requires recognition of lease liability refated to the operating [eases.

Bond payable increased by 5% to B1,164.48 million. as.of June 30, 2019 from £1,108.42 million‘as at
December 31, 2018, mainly from the accretion of interest-amounting to £86.34 million, offset by the

loss on foreigh exchange translation by B30:28 million,

Derivative liability decreased by 2% to P1,377.67 million as of June 30, 2019. from P1,406.18 million
as of De¢cember 3.1, 2018, felated to lower share price.

LIQUIDITY
Cash Flows

Six months. period ended June 30._-'201'9 compared to thesix months period ended June 30, 218

Cash flows from operating aclivitics

The Company's net cash from operating activities is primarily affected by income before incone tax,
depréciation and amortization, retirement benefit expense, interest expense, unrealized foreign
exchange gain, gain on derivative, equity in ngt earnings of an associate and changes in working capital.
The Cowipany's net cash from operating activities were 825.51 million and £763.53 million for the
period-ended June 30,2019 and 2018, respectively. Theinflow from operating activities were generally
from normal operations: '

Cash flows from investing activities

Cash generated used in invgs_ting activities.for the period ended June 30, 2019 and 2018 amounted to
P40.71 million and #625.64 million. Major investing activities for the period includes acquisition of
land and business combination.

& as}z_‘ fow from financing activitios

Net cash used in financing activities for the six-month period ended June 30, 2019 and 2018

amounted to P257.53 million-and B213.59 million primarily for settlement.of notes and payment of
dividends. '



PART II -- OTHER INFORMATION

There is no-other information not previousty reported in SEC Form {7-C. that needs to be reported in
this:section.
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LBC EXPRESS HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION.

(With Comparative Audited Figures as at December 31,2018)

June 3,
2019,
{Unaudited)

Dicember 31,_
2018
{Audited)

ASSETS
Current Assets

Coish and cash equivislents {Notes 4, 22 ind 23) PHE53259,223. 4137439344
“Trade and other. receivables (Notes 3, 16,22 and 23} 1,850,033,205 1.642.,133,769
Due from, related: parties {(Notes 16,22 and 2% 418,258,377 557358,{]95
Investments at fair value through, profit or hogs: {Notes 9, 22 and 23} 21,089,070 131,294,744
Prepayments and. other current assets (Notes 6. 22 and 23) 898,062,948 647.518,135
Totol Current Assets 7,8441,722.823 7,116,343 887
‘Noncurréent Assets _
Property and equipment (Mote 7} 2,480.868,797 1,436,080.000
Right-of-uise asséts. (Notes 2 and 20) 1,769,031,938 -
Intangible assets:(Note 8} 563,212,034 555.369,6306
lnvestmént at fair value through other comprehensive incomie
{Notes 9,22 and 23) 445,724,954 337453928
Deferred tax assets- net {Notes Zand 19) 308,634,308 302,277.269
Security deposits (Note-20) 238,373,323 312,431,108
“Investment in an associate (Nofe 10) 235,480,631 232,019,848
Advanges for Tutire investment in shares {Note 16) 17,364,436 436,823,008
‘Notes.receivable - noncurrent portion (Note'16) 29,860,934 -
Goodwill (Note 3) 496,606,377 492,446,084
Other noncurrént assets (Nole 6] 129,116,871 138,929 366
Total Noncurrént Assets 6,674,474,623 4:253.830 867
$14,515,197, 446 BI1,370.174.754
LIABILITIES AND EQUITY
Current Liabilities . .
Accounts and other. payables {Notes 11; 16,22 and 23} "$3;839,363,984 P2,806,169,280
Dise tg related parties (Notes: 16, 22.and 23} 222,871,041 93.992.129
Dividends payable (Notes 16; 22 and 23) - 285,173,094
Current portion of notés-pays '1ble (Notes L3, 22 and*33) 367,000,000 '29? Q00000
Tr.m-:mrssmnq liability (Notes 12.22-and 23) 153,875,827 343,895,836
Incomig fax pavable ' 104,497,326 126.565.090
Current portion of lease Habilities (Notes 20, 22 and 23) 610,468,776 200,271,292
“Total Current Liabilities 598,076,954 4,173.066.721..
Nancurrent Liabilities )
Derivative liatility (Notes 14, 22 and 23) 1,377,673,609 1,406,175 427
Bond payable (Notes. 14, 22 and 23) 1,164,478,010 1.108.417.0674
Retiremént'benefit liability - net (Note 21). 654,938,864 672,263; 144
MNotes. payable net of current poirtion {Nates 13, 22 and 23) 572,500,000 532,300,000
Ledse Labilities - net-of current-partion {Notes 20,22 and 23) 1,227,253,812 119:797.742
Other noncurrent Habilities (Notes 7, 8, 22 and 23) 57,784,581 79986182
Total Noncurrent Liahilities: 5.054,628.876 3.919.141.569
16,652,705.830 8,097.208.290
Equity {Nate 15)
Equity attributable fo shareholders of the Parent. Company o _

" Capital stock 1,423,865471 1,425:863.471
Retained eamnings (Note 2) _12,.1'71,306,300 1.625,383.991
Accimulated comprehensive meome 311,783,762 ‘241,328,367

3,908,955,333  3,292,677.829

Non-controtling interests (Note 2) (46,463.917) (14,711.363)
Total Equity '3,862,491,616 3.277.966.464
P14,515,197,446  B11.370.174.754

See accompanying Notes.toInterim Condensed Consolidated Financial Statements.



LBC EXPRESS HOLDINGS, INC, AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Six Manths Ended

Three Months Period Ended

June 30 June 30,
2019 2018 2019 20618
{Unaidited) (Unnudited) {Elniandited) {Unaudited)
SERVICE REVENUE (Nota 24} B7.S47AGEIN  CPS7R2753.922  PA092413471  B3,033.374.70]
COST-OF SERVICES {Note 17) 530,178,906 3818848830 2,664,020.983  1,599.657.500
GROSS.PROFIT 2,545.289,474 | _963,9'05‘08.3 1 ,428.383'..488_ 1:033.717.151
‘QPERATING EXPENSES (Note 18) 1,698,362:304 996.382.666 970,285,974 530,229 466
OTHER INCOML (CHARGES) _ _ o
“Gain {loss} on deriv: au\ e.(Note 14)} 28,501,818 439437483 197,506,216 260 382,330
‘Foreign e‘{cham,e paing ~net {(Notes 18 and "2) 20,978,490 146,779,373 9,834,097 38,251,303
Interest incormie: (Notes 4,6 and 16) 20,095,156 13104354 8,815,190 8,972 440
Equity in'het carnlngs of an associate {Note 10} 10,996,420 - 5,043,730 -
Fair ¥alug gain-on investment at fair value
through profit or loss {Note 9) 394,832 _ - 45401 -
[nierest expense. (Motes 7, 8. 13, 14, 16 and "0) (1?5.24_6,7?9) (106,299,415} (8__6.135'.83_8} £33,059,137)
-Otbers - niet 23,038,038 11.884.890 15,635,261 7.439.729
{71,242,025). 506906685 ISL844057  262.080:663
INCOME BEFORE INCOME TAX TTR.685,145 1,474,429, 102 609,94 i'.sff'l 765,374,390
PROVISION FOR INCOME TAX (Note 20 226,736;110 278,386,134 68,564,553 140,294 433
NET INCOME FOR THE PERIOD 348,940,035 1195 843.968 541.3717.018 £625.279.937
-OTHER COMPREHENSIVE INCOME (LOSS)
Items not to by reclassified to profitov foss in
subsequent periods
Remeasurement gains (losses)on retirement ) . )
henefit plan - net of fox {(Mntes 16-and 21) (264.528) 282797 (23,463) 16,142
Share in other comprehensive income of an associate _ _
{Note 10) 464,363 - - -
Urirgdlized fhir valug loss on-investment at.fair value ] .
through other comprehensive. income (Nots 9) 68,271,026 - (62,419,224) 29,255,011 (39,012.018)
Itéms that may be reclassified to profit or loss in
‘subsequent periods ) .
Curreney transtation:gain (ldss) - net (307,203) 2 868,393 (2,432,232) 178,140
68,163,568 (59.268.054) 26,803,316 {38.817.736)
TOTAL COMPREHENSIVE INCOME BGIT.112,603 BIIIGA74014  PB568,180,334  B586.462.221
NET INCOME ATTRIBUFABLE TO: .
Shareholders of the Parent Céinpany P361,876,923 B1,185.825 717 P536,873,107 B6)G314.414
Non-controlling interests {12,927,888) 10017251 4:503,911. 3.965,543
NET INCOMNIE FOR THE PERIOD H548,949,035 1,195 842,968, P541,377,018. PH25.279.957
TOTAL COMPREHENSIVE
ATTRIBUTABLE TQ: _ o _ L
Sharehnlders ot the Parent Comnpany ®H32,332,318 £1.127.759 927 P564,856,342 B580,723,147
Non-comrullmg interests {15.219,715) RBI4987 3,323,992 5.737.074.
TOTAL COMPREHENSIVE INCOME FOR-
THE PERIOQOD BaI7,112.603 2),136.574913 B568,180,334 BER6.462.221
EARNINGS PER SHARE (Note:25)
Basic. 0,39 PSS R0O38 RO.43
Diluted P07 B33 P0.22 2025

See accompanying Notes to Interim Condensed Consolidated Financial Statements:
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LBC EXPRESS HOLDINGS, INC. AND. SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

Six Months Ended June 30

(Unaudited)
2019 2018
‘CASH FLOWS FROM OPERATING ACTIVITIES
Income beforeqintome tax RT75;685,145 PLATAA2H002

Adjustments for:

Depreciation and. .a.mortiz.mon (Notgs 7. 8. 17, 18 and 20} 589,082,713 178,305,137
Giain on derivative {Note 14) (28,501,818) (439,437.483)
Interest expense(Notes 7, 8. 13, 14 16 and 20) 175,246,779, 106,299,415
Retirement expense, net of benetiis paidand
contribytion to retirement plan (17,741,110) 8.591:462
Unrealized foreign exchange loss {gain) (16,880,292) (99.460.860)
Fair value gain-on investment at fair valie
through prafit or loss (Note 9 (394,832) (3.261,444)
Gain on disposal of propérty and equipment
and intangible-assets (Note 7) {905,752) (765,228)
Gain on bargain purchase (Note 3} (4,080,469) {3.242,400)
Equity-in net earnings of an associate (Note 10) (10,996,4206) (3,787.620)
_ Interest income {Nates 4. 6:and 16) {(20,095,156) (15.104.334)
Operating income before changes in working capital 1,440,418,788 1,200.565,727
Changes in working cap1ta]
Decrease {increase) in;
Trade and other receivables (193,871,126) 329.289.604
Prépaymenis and other current assets (Notes 2 and 19} (240,657,597) (102,629,071)
Security-deposits (Note 2) ' 84,390,737 {14,165.795)
Other noricurrent assets 26,183,772 (7:854,972)
Increase {decrease) in: '
Accourits and other payables {Note 26) 141,910,173 (143.888.984)
Transmissions lability (128,588,879) {227.905.807)
Net cash-generated from operations 1,139,821,640 1.031,410,762
Interest received 20,095,156 13.388.252
[ncoine tax paid (324,366,528) (281.268.044)
Net cash provided by operating activities 825,514,496 763,530,910
CASH FLOWS FROM INVESTING ACTIVITIES
Cash acquired through busitiess combination {(Note 3 552,907,572 334,463,236
Progeeds froim;
‘Redemption- of investments at fair value through profit or foss (Note:9) 261,094,056 312,379.627
Disposal of property and equipment 2,498,544 896,568
Colléction of notes receivable (Note 16). 1,677,119 -
Acquisitions of:
Intangible assets {Notes 8 'md 26) {76,244,845) {36,704,123)
Property and equipment (Notes 7 and 26) (594,135,143) (178,716,770)
lnvestment at fair value through profit or loss (Note 9) {151,000,000) (180,000,000)
Inveéstrment’in an associate - (218.265.077)
Dividend received 7,500,000
[nvestment in subsidiaries - (47,103 4217,
[ncrease-in due from related parties (Note 26) (45,005,221) {632,393.047
Net.cash used in ifvesting activities (40,707.918) (625,641,007}

Forvard



Six Months Ended June 30

{(Unaudited)

2019 2018
CASH FLOWS FROM FINANCING ACTIVITIES _
Proceeds from notes payable'(Noté.26) £300,000,000. P
Interest paid (Note 26) (88,910,156)- (30,444973)
Payments-of riotes payable (Note 26) {190,600,000). (170.350,000)
Decrease in due t0 related parties {Note 26} 61,568,765 12,965 404
Dividends paid (Note 26) _ (55,798,368) -
Paymehts.of lease liabilities and other noncurrent liabilities (Note 26} (284,394,132) (25.564.854)

Net cash used in financing activities (257.533,891) (213:594.423)
NET INCREASE IN CASH.AND CASH EQUIVALENTS 527,272,687 {75.704,520)
EFFECT OF FOREIGN CURRENCY EXCHANGE RATE

CHANGES ON CASH AND CASH EQUIVALENTS (11,452,608). 154,903,071
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 4,137,439,144 3.778.408.492
CASH AND CASH EQUIVALENTS AT END OF PERIOD (Note 4)  $4,653,250,223  P3.857.607.043

See docompanying Notes to Interiin Condensed Consolidated Financial Stoteménts..



LBC EXPRESS HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information.

LBC Express Holdings, Tnc. (referred to as the “Parent Company™ or “LBCH?”), formerly Federal
Resourées Investment Group Inc. (FED) ‘was registered with the Securities and Exchange
Commission (SEC) on July 12, 1993 with a corporate life of 50 years.

The ultimate parent of the Parent Company is LBC Development Corporation {(LBCDC). The
Araneta Family is the ulfimate beneficial owner of the Parent Company.

The Parent Company undertook an Initial Public Offering: On December 21, 2001, LBCH’S shares
were listed on the Philippine Stock Exchange (PSE).

The Parent Company-inyvests, purchases or disposes.real and personal property of every kind and
description, including shares of stock, bonds, debentures, notes, evidences of indebtedriess, and other
secutities of obligations of any corpgration, association, dom_estlc and foreign:

The Parent. Company is a. pubhc holding comparny with investments. in businesses of messengerial
either by sea, air or land of lettefs, parcels, cargoes, wares, and merchandise; acceptance and-
refnittance of money, bills payment and the like; performance of othierallied general services from
one place of destination to another within‘and outside of the Philippines; and foreign exchange
{rading.

On February 28, 2018, thie Board of Directors (B0D) of the Parent Compatiy approved the
incorporation of” Diez Eqmz Pte Litd, (Diez) a Singaporean private lumted Company, through
subscription of 862 shares or 86% of the total outstanding shares of the entity-at US $1.00 per share.
On April 5, 2018, the BOD approved the sale of the same 86% equity interest of Diez to Maleka, Inc.
at'the sale price of US $1.00 pér share.

On various dates in-2018 and in 2019 until report date, the Parent Company-acquired, through.
business combination, twelve (12) entities which-are all domiciled.outside the Philippines. except for
QUADX Ine, Detalis of the 2019-acquisitions are discussed in Note 3.

On May 29, 2019, the Parent Company sold all its 1,860,214 common shares it QUADX Inc. to LBC
Express; [nc. for acash consideration of £186,021 400 or B100 per share payabi¢ no latef than two
vears from the date of sale, subject to-any extension as may be agreed in writinig by the parties.

The Parent Company’s. reglstered office address is at LBC Hangar, General Aviation Centre,
Domestic Airport Road, Pasay City, Metro Manila, Philippines.

2. Summary of Significant Accounting Policics

The principal accounting policies applied in the preparation of these intertm condensed consolidated
financial statéments are set out below. These policies have been constant]v applied to all the perfods
presenfed, unless otherwise stated.



Basis of Preparation .

The accompanying interim condensed consolidated financial statements of the Group have been
prepared using the historical cost basis,-¢xcept for investments at fair value through profit or loss.
(FVPL) and fair value through other comprehensive mcome (FVOCT), and derivatives which have
been measured at fair value. The interim condensed consolidated financial statements are presented In
Philippine Peso (B). All amounts are rounded off to the nearest peso, unless otherwise indicated..

D{ﬁ’ér_eﬂ_ce in-accounting periods _

The Group consolidated the non-coterminous financial statements-of its subgidiaries using theit
Noveniber 30 fiscal year end and the six months ended May 31 second quarter end financial.
statements except for QUADX, Inc., QuadX Pte. Lid., LBC Mabutiay (Malaysia) Sdn. Bhd, LBC
Mabuhay (B) Sdn, Bhd and LBC Mabuliay Remittance Sdn. Blid with December 31 yéar eénd which
are-aligned with the Parent Company, since it is impracticable for the said subsidiaries to prepare
financial statements as.of the same date as the reporting date of the Parent Compary. o

‘Management exercised judgment in détetmining whether adjustments. should be made in the interim
condensed consolidated financial statements of the Group pértaining to the effects of significant
transactions or events-af its subsidiaries that occur bétween March {,2019 arid 2018 and the date of
the Parent Company’s financial statements which' is March 31, 2019 and 2018 and between
December 1, 2018 and the comparative date.of the Parent Company’s financial position which is
December 31, 2018. '

The intefim condensed consolidated finanicial statements were adjusted to effect LBCE's availment of
bank loans amounting to B22.00 million in June 2019 (nil in June 201 8); settlement. of bank-loans in
June 2019 and 2018 amounting to B11.25 million for both periods; redemption of unquoted investment
at fair value through profit or 1oss in June 2019 amounting to P50.36' million (nil in June 2018); the
adjustnient to reflect the increase and decrease of fair vaiue of quoted investment at fair value through
-other éomprehensive income (FVOCI) by B9.75.for both periods June 1 to June 30, 2019 and 2018,
‘respectively. '

The consalidatéd firiancial statements were adjusted to effect LBCE's additional settlement. of bank
Ioans i December 2018 amounting to 211.23 million and the adjustment ta-reflect the.decrease in
fair valiie of investment at FVOCI by 223 .41 million for the period December | to

December 31,2018,

“Ther& were no other significant transactions that transpired between June I, 2019 to
June 30, 2019, December 1, 2018 to December 31, 2018 and June 1, 2018 to June 30, 2018.

Restateinents _

The Group made hecessary-adjustments to the fransition adjustments as of January | , 2018 as
presented in its December 31, 2018 financial statements to reflect the changes made by managemenit in
the adoption of PERS 15 and 9.

Statement of Compliance

The accompanying interim condensed consclidated financial statenients of the' Group have been:
prepared in accordance with the Philippine Accounting Standard 34,. Interim Financial Reporting.
Accordingly; the interim condensed consolidated finaricial statements do not include all the
information and disclosures req nired in the annual audited consolidated financial statements and
should be read in'conjunction with the Group’s annual avdited financial statement as:at and for the
yéar efided December 31, 201 8, which have been prepared in accordance with PFRS.




Basis of Consolidation

The interim condensed consolidated financial statements-include the accounts of thie Parent Company
and all of its subsidiaries where the Parent Company has control. The interim condensed
consolidated financial statements are prepared using uniform accounting policies for like transactions
and othér events in similar circumstances. All significant intercompany balances and transactions.
‘including income, expenses and dividends, are eliminated infull. Control is achieved when the
Group is exposed, or has riglits, to variable returns from its invelvemnent with the investee and has the
ability t§ affect those returns through its-power over the'investee.

Specifically, the-Group controls an investee if and only if the Group has:
s powet over the investee (1.e., existing rights that give it the current ability to direct the relevant.
activities of the investee),
¢ exposure, or rights, to variable retirns from its involvernent with the investee, and
s the ability to use its power over the investes to affect its returhs,

When the Group has less than a majority of the voting or similar rights of an investee; the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:. '

» the contractual airangement with the othier vote holders of the investee

 rightsarising from other. contractual arrangernents-

e the Group’s veting rights and potential voting rights

The Group re-assesses whether or nof it controls an investee if facts and circumstancésjudicate.
that there are changes to one or more’ of the three elements of control. Consolidation of'a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses contral of the subsidiary. Assets, liabilities, income and expenses,of a subsidiary acquired
or disposed of during the year are included in the intetim condensed consolidated statements of
comprehensive income from the date the Group gains control until the date the Group ceases to.
control the subsidiary. Non-controlling interests (NCI) represent the portion of profit or loss and
net assets in subsidiaries ot owned by the:Group and-are- presented separately in the inteffm
condensed consolidated statement of eomprehenswe income, intetim condensed consolidated
statement of changes in‘equity and within equity in the interiiiy condensed statément of financial-
position, separately from the Parent Company’s. equity. Any equity insttuments issued-by a
subsidiary that are-not owned by LBCH are non-contralling interests including preferred shares
and options under share-based transactions.

Profit ot loss dnd each component of other comprehensive income (OCI) are attributed to the
eqiity holders.of LBCH and to the non-controlling interests, even if this results in the non-
controllinig interests having a deficit balance. When necessary, adjustrments.are made to the
interim condensed. consolidated financial statements of subsidiaries to bring their accounting
policies in line with the Group®s accountirig’ ‘policies. All intra-group assets and liabilifies, equity,
income, expenses and cash flows relating to transactions between members of the Group.are
eliminated in full .on consolidation.
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A change in the ownership interest of a subsidiary, without a loss of caritrol, is accounted for as an
equity transaction. If the Group joses control over a subsidiary, it

¢ derecognizes the'assets (including goodwill) and liabilities of the subsidiary

detecognizes the ¢arrying amount of any nan-controliing interests

derecognizes the cumulative translation differences recorded in‘equity

recoghizes the fair value of the consideration received

recognizes the fair value of any investment retained

recognizes any surplus or deficit in. profit or loss.

reclassities LBCH"s share-of componerits prewous}y recognized in QCI to profit or loss or
retained earnings, as apptropriate; as would be required if the Group had directly disposed of the
related assets or labilities.

All significant intercompany balances and transactions, including income, expenses and
dividends, are eliminated in full. Profit and losses resulting from intércompany transactions that
are recognized in assets are eliminated in full.

The Parent Company’s purchase of the entities from LBC Express Holdings USA Corporation,
-except for LBC Mabuhay Hawaii Corporatmn was completed effective January 1, 2019 upon
approval by the US Regulatory bedies that oversee and/or regulate these entities.

Effective January 1, 2019, the Parent Company exercised control on the following entities
[see Note 3):.

Country of Principal Activitis %

Entity Name Incoiporition ' Ownershifi
LBC Mundial Corporation North-America  .Cargo-and Rémittance 100%
LBC Muridial Nevada:Corporation North America Cargo 1004,
"LBC Mabuhay:North América Corpofation Noith America  Cargo and Remittance 100%
LBC Mundial Cargo Corporation. North America Cargo 100%
LBC Mundisl Remittance Corporation North America Remittance 100%

On May 29,2019, the Parent Conipany: sold all.its [,860,214 common shares in QUADX Inc. to LBC
Express, Inc. for a cash consideration of #186,021, 400 ot P100. per share'payableno later than Two
years from the date. of sale, subject to any extension as may be agteed in writing by the. parties.

Except for the acquisitions-above; there were no changes in'the Parent Company’s ownership
interests in its subsidiaries from January 1, 2019 to June 30, 2019.

Changes in Accounting Policies and Disclosures

The accounting policies'adopted in the preparation of the interim condensed consolidated financial
statements aré consistent with thiose followed in the preparation of the Gruup s.annual consolidated
financial statemerits for the year ended December 31,2018, except for the adoption. of new standards:
effective as of January 1, 2019. The Group:has'iot early adopted any other standard, interpretation or
amendment that has.becn issuéd but is not vet effective.

Except otherwise stated, the adoption of the new accountmg standards, amendments and
interpretations which apply for the first time in 2019, do not have an impact on the interiim condensed
consolidated financial statements of the Group.



PFRS 16, Leases

PFRS 16 supeisedes PAS |7 Leases, IFRIC 4 Determining whether an Arrangement contdins a.
Lease, SIC-15 Qperating Leas es-Incentives and SIC-27 Fvaluating the Substance of Transactions
Involving the Legal Fornit of a Lease. The standard sets out the principles for the reco gnition,
medsurement, presentation and disclosure of leases and requires lessees to account for all leases
under a'single on-balarice sheet model. Lessor-accounting under PFRS 16.is substantially
unchanged under PAS: 17, Lessors will contihueto classify leases as either operating:or finance
ledses using similar principles as m__PAS 17. Therefore, PFRS 16 did not have an impact-for
leases where the Group is the lessor.

‘The Group. adopted PFRS 16 using the modified retrospective approach of adoption with the date.
of initial. appllcatlon of January 1, 2019. The modified retrospective approach does-not require
restatement of previous finangial statements The Group elected to use the transition practical
expedient allowing the standard to be applied only to contracts that were pre\»lous]v identified as
leases applying PAS 17 and Philippine Interpretation IFRIC-4, at the date of initial application.
The Group also elected to-use the exemiptions for lease contracts that, at the commencement date,
have a lease term of 12 months or less and do not coftain a purchase option {short-term leases’ )
and lease contracts for which undetlying asset is of low value (‘low- value assets™).

The etfect of adoption of PFRS 16 as at January-1, 2019 is as follows:

Increase (decrease)

Assets.

Right-of-use dgsseis B1,765,716.909

Property and equipent {76.436,604)

Prepayments.and other current assets. {40.121,285)

Deferred tax:asset { 16,512.220)

Security deposit (58.000)
Total assets. 1,632,588,800.

Liabilities

Liease liabilities: 1.648.643.414
Total linbilities. 1,648,643,414

Eguity

Retained earnings (16.034.614),
Tolal equity B16,054,614)

a. Nature.of the effect of adoption of PFRS 16

The Group has lease contracts for various items.of vehicles,.equipment, offices, outlets and
warehousés. Before the adoption of PFRS 16. the Group ¢lassified each of its leases: (as’
lessee) at the inception date as either a finance lease or an operating lease. A lease was
classified as a finance leasé if it transferred substantially all of the risks and rewards
incidental to ownersHip of the leased asset to the Group; otherwise it was classified as an
operating lease. Finance Jeases were capitalized-at the comniencement of the lease at.the
inception date fair value of the leased property -or, if lower, at the present value of the
minimum lease payments. Lease payments wefe apportioned between interést(recognized as
finance. costs) and reduction of the lease liability. In.an operating lease, the leased property
was not.capitalized, and the lease pay: ments were recoghized as rent expense in the statement
.of comprehensive income on a straight- Ime basis over the lease term, Any prepaid rent:and
accrued rent were recognized under Prepayments and other current assets and Accoumnts and
-other p_ay_ahles, respectively:
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Upon adoption of PFRS 16, the Group applied a smgle recogmtlon and measurement

-approach for all leases that it is the lessée, except for short-term leases and Teases of low-

value assets. The. standard provides specific transition requirerhents and practical expedients,
which have been applied by the Group.

Leases previously classified as finance ledses

The Group.did not change the initial carryihg amounits of recognized assets and liabilities
at the date of initial application for leases previously classified as finance leases (i.¢., the
right-of-use assets and lease liabilities equal the lease assets-and liabilities recogmzed
under PAS 17) but reclassified the leased assets from Property and equipment to Right-.
of-use.assets account. The requirements of PFRS 16 was.applied to: these leases from
January 1, 2019.

Leases previously accounted for as operating leases

The. Group recognized right- -of-use assets-and lease liabilities for those leases previously
classzﬁed as operating leases, except for short-term leases and Jeases of low-value assets:
The right-of-uge-assets for most leases are;based an the-amount equal to the lease
liahilities, adjusted for any related prepaid and accrued. lease paymerts pre\nously
recognized. Lease liabilities were recognized based on the present value: of the remaining
lease.payments, discounted using the incremental borrowing rate at the date of initial

application.

The Group also applied the available practical expedients wherein it:

used a single discount rate to-a portfolio of leases with reasonably similat characteristics
applied the short-term leases exemptions io leases with lease terin that ends within 12
months at the date of initial application ' '

excluded the initial direct costs from the measurement:of the right-of-use-asset at the date
of initial application

used hindsight in determining the lease term where:the tontract contains options to
extend or terminate the lease

Based-on the foregoing, as at January 1, 2019

right-of-use assets of B1,765.72; mllhon were recognized and presented separately-in the
consolidated statement of financial position. This includes the leased assets recognized
préviously under finance leases of 876.44 million that were reclassified from Property-
and equipment.

additional lease liabilities of #1,648.64 miltion wete recognized and included under lease

Tiabilities

prepayments and other current assets of 40,12 million, deferred tax asset of

B16.51 million, security depesit of £0.06 million and deferred lease liability of

£61.89 million related to previous operating leases under PAS 17 were derecognized,

The prepaymerits and deterred lease liability were adjusted against the right-of-use.assets.
the net &ffect of these adjustments had been adjusted to retained garnings of

P16.05 million. ' '
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The lease liabilities as at January 1, 2019 can be recongiled to the-operating lease.
commitments as‘of December 31, 2018 as follows:

January 1.2019

Operating lease commitments as at December 31, 2018 $£5.303,873,953

Weighted average incremental borrowing rate as al January 1. 20] 9 6.32%
Discounted operating lease commitments at January 1, 2019 3,900,152.581

Less: _

Commitments relating to short-term leasés (2.186,223,558)
Commitments relating to leases of low=value assets (3.392,027)
Add:

‘Commitments relating to léases previousiy classified as finance leases 78,176,432
Liease liabilitics as at January 1, 2019 P1.788,713,448

b.  Summary of new accounting policies

Set out below are the new accounting policies of the Group upon adoption of PFRS 16, which
have been applied from the date of initial application:

*  Righkof-ise assets
The Group recognizes right-of-use assets at the commencement date of the lease (i.e., the
date the underlying asset is available for use). Right-of-use assets are measured at Cost
less any accumulated depreciation and impairment losses, and adjusted for.any
rTemeasurement.of lease liabilities. “The cost of right- Df-use assets includes the amountof
lease liabilities recogmzed initial direet costs incurred. and lease payments miade at or
before the commencement date less any lease incentives received, Unless the Group is’
‘Teasonably certain to-obtain.ownership of the leased asset at the end of the lease term, the
récognized right:of-use assets-are depreciated on a straight-line basis-over the shorter of
its estimated useful life and the lease termi. Right-of-use-assets are subject to impairment.

s Lease frabilities
At the commencement date of the lease, the Group recognizes lease liabilities measured
at the present value of lease-payments. to be:made over the lease term. The lease
paymentsiinclude fixed payments less any lease incentives receivable, variable lease-
‘payments that depend on.an index or a rate, and amounts expected to be paid under
residual value guarantees. The lease payments also include the exercise price ofa
puichase option reasonably certain to be exercised by the Group and payments.of
penalties for terminating a lease, if the lease term reflects the Group exereising the option
toterminate. The variable lease payments that do not-depend on an index or a rate are:
récognized as expense in the period on which the event or condition that triggers the.
-payment-ogcurs, '

T calcnlating the present value of lease payments, the Group uses the jncremental
borrowing rate at the lease commencement d_z'_ite if the interest rate tmplicit it the léase is
not readily determinable. After the commencement date, the amount of lease liabilities is
increased o teflect the accretion of interest and reduced for the lease payments imade. In
addition, the carrying amount of lease liabilities is remeasured if there is a modification, a
change in the lease term, a change in the in-substance fixed lease payments ora change:in
the assessment to purchase the underlying asset.



% Short-term leases and leases of low-value assels
The Group applies the short-term lease recognition exemption to'its short-term leases of
machinery and equipment {i.e., those leases that have'a leasg term of 12 months or less
from the commencement date and do not eontain.a purchase option). It also applies the
lease.of fow-value assets recognition exemption to leases of office equipment that are
considered of low value {ie., below US$5,000 01*:"?260,00(})'.._Lease payments on short-
term leases and leases of low-valie assets are recognized as expense on a straight-line
basis over the leasetetm.

o Significant judgement in-determining the lease term of contracts with renewal options
The Group-determines the lease term as the non-cancellable et of the lease, together
with any periods covered by an-option to extend the lease if it is reasonably certain to be:
exercised, or any periods covered by an option to terminate the Jease, if it is reasonably
certain. not-to. be exercised,

The Group has the option, under some of its leases to lease the assets for additional terms
of two to five years. The Group applies judgement in evaluating whether it is reasonably
cértain to exercise the option to renew. That is, it considers all relevant factors. that create
an.economic incentive for it to exercise the renewal. After the commencement date, the
Group reassesses the lease term if thereis a significant event or change in circumstances
that is within its control.and affects jts ability to exercise:(or not to exercise) the option to
renew.

‘The Group assessed whether it has the right to use the:asset beyond the non-cancellable
perlod by determining if the optional periods-are enforceable. In assessing the
enforceability of a contract, the Group considered whether the lessor can refuse to agree
to d request fromi-the lessee to extend the lease. Accordin gly, if the Group' determined
that there are enforceable rights-and obligations beyend the initial hon-cancellable period,
the Group considered those optional perieds in‘the assessment of lease term.

Amendments to PERS 9, Prepayment Features with Negative Compensation

Under PFRS 9, a debt instrumenit can be measured at- amottized cost or-at fair value through other
-comprehensive income, provided that the contractual cash flows are *solely payments of prmmpa]
“and interest on the principal amount outstanding® {the SPP1 criterion) and the instrument is held
“within the dppropriate business model for that classification, The amendments:to PFRS 9 clarify
that a firiancial asset passes the SPPI critetion regardless of the eévent-or circumstance that causes

the early termination of the contract'and irrespective of which party pays or receives reasonable

compensation for the early termination of the contract. The amendmeits should be applied
retrospectively and are effeéctive from January 1. 2019, with ¢arlier application permitted,

These amendinents have no impact on the:initerim condensed consolidated financial staternents-of
the-Gtoup..

Amendmentsto PAS 19, Employee Benefits, Plan Amendment, Curtailment or Settlement

The amendments to PAS 19 address the accounting wheh a plan amendment, curtai{ment or
settlement: QCClrs dunng a feporting period. The amendments specify that when.a-plan
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amendment, curtailment or settlement oecurs during the‘annual reporting peribd, an entity is
required to:

e Determine.current service cost for the remainder of the period after the plan amendment;
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
Benefit liability (asset) reflecting the henefits offered under the plan and the plan assets after
that event.

s  Determine net interest for the remainder of the period after the plan-amendment, curtailment.
‘or settlement using; the net detined benefit Tiability (asset) reflecting the benefits offered
urider the plan and the plan assets after that event; and the discount rate-used to remeasure
that net defined benetit liability (asset).

The amhendments also clarify that an entity first determines any past service cost, or a gain or loss
on settlement, without considering the effect of the asset ceiling. This amount is recognized in
profitor loss. An entity then determines the effect- of the asset ceiling after the plan amendment.
curtaihment or séttfement. Any change in that effect, éxcluding amounts included in the net
intérest, is recognized in other comiprehiensive income.

The-amendments apply to plan améndments, curtailmerts, or settlements occurring on or after the
beginning of the first annual reporting period that begins on or after Jamidry 1, 2019, with early
application permitted. These amendments have no impact to the to the interim condensed.
consolidated financial statements of the Group.

Amendments'to PAS 28, Long-remi Initevests in Associates and Joint Ventures

The amendments clarify that an entity applies PFRS 9 to long-term interests in an associate’or
joint venture:to which the equity method isnot applied but that, in substance, form part.of the net
investment in the associate or joint venture (10n5—term interests). This clarification is relevant
because it implies that the expected.credit loss model in PFRS 9 .appli¢s to such long-term
interesis.

The ameéndments also clarified that, in applying PFRS 9, an-entity does not take into account.of’
any losses of the associate or joint venture, or any impairment losses on theniet investment,
recognized as adjustments to the net'investment in the associate or joint venture that arise from
‘applying PAS 28, Invesimenits in Assoctates and Joint Ventures.

The amendments should be applied retrospectively and-are effective from Januaty 1, 2019, with
early. application permltted Since the Group does not havé:such lorng-term interests. inits-
Aassociate and/or joint. venture the amendments do fict have dn impaet on its iriterim condensed
consplidated financial statements.

Philippine Interpretation IFRIC-23, Uncertainty over Iicome Tax Treatments

The interpretation addresses the accounting for income taxes when tax treatments.involve
uncertainty that affects the application of PAS 12, fncome Taxes, and does not apply to taxes or
levies cutside the scope of PAS. 12, nof does it specifically include requirements relating to
inferest and penalties associated with uncertain'tax treatments,

The interpretation specifically addresses the following:
e whether an entity considers uncertain tax treatments separately
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e the assumptions an entity makes abotit the exaiination of tax treatments by taxation
authorities _

» how an éntity determines taxable profit {tax [oss), tax bases, unused tax losses, unused tax.
creditsand tax rates

¢ howanentity considers changes in facts and circumstances

An'entity must deteriine whether to consider each iincertain tax treatrient separately or together
with one or iiore other uncertain tax treatments. The-approach that better predicts the resolution
of the uncertainty should be followed.

The Group did not have significant impact on its interim condensed consolidated financial
statements upon adoption of this interpretation.

Annual Iniprovements to PFRSs 201 5-2017 Cycle

o  Amendments to'PFRS. 3, Business Combinations, and PFRS 1 ]., Jbi_i:r'Ar:.'angemean-,
Previously Held Interest it a Joint Opeération

The amendments clarify that, when an entity obtains control of a business that is'a joirit
operation, it applies the requiretnents for a business combination achiéved in stages,
including remeasuring previously held interests in the assets and liabilities of the'joint
operation at fair value, [n doing so, the acquirer remeasures its entire previously held interest
in the joint operation.

A party-that participates in, but does not have jeint control of, a joint operation might obtain
Jjoint control of the joint operation in which the activity of the joint operation constitutes.a
business-as defined in PFRS 3, The amendments clarify that the previously held interests in
that joint operation are niot remeasured.

An eritity applies thase amendments to-business combinations for which the acquisition date
is'on or after the beginning of the firstannual reparting period beginning on or after

January I,2019-and to transactions in which'it obtains joint control on or after the beginning
of'the f'rst annua] reporting period ‘beginning on orafter January 1, 2019, with early
application permitted. ‘These amendments have currently no impact to the Group.

o Amendmentsto PAS 12, Income Tax Consequences of Payments an Financial Instruments
Clussified as Equity

‘The:amendments clarity that the income tax consequences of'dividends are linked more
directly to past transactions or events that generated distributablé prefits than to distributions
toowners. Therefore, an entity Tecagnizes the intome tax consequences:of-dividends in
profit or loss, other co_mprehensi_\«'.é.i'n_éome or equity according to wheré.the entity originally
recognized those past.transactions or events.

An entity applies-those amendments for annual reporting periods-beginning on or after
January 1,:2019, with earlier application permitted. These:amendments have-currently no.
impact to the Group.
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o Amendments to PAS 23, Bosrowing Costs, Borrawing Costs Eligible for Capitalization

The amendments clarify that.an entity treats as part of general borrowings any borrowing
originally-made to develop a qualitying asset when substantially all of the activities necessary
to prepare that asset for-its intended use or sale are complete.

Anentity applies those amendments to borrowing costs incurred.on or-after the beginning of
the anriual reporting period in which the entity first applies those amendments. ‘An entity
applies those amendments. for annual reporting periods béginning on ot after January 1, 20N9,
with early application permlttecl These amendments have currently no impact to. the: Group

Significant Accounting Judgments Estimates and Assumptions

The preparation of the interim.condensed. consolidated financial statements requires management to
make judgments, estimates and assumptions that affect the reported amounts of revenue, expenses,
assets and liabilities, and the disclosure of contmgent Tliabilities, at the réporting date. Uncertainty
about these estimates and assumptions could result in utcomes that could require a matetial
adjustment-to the carrying amount of the affected asset or ligbility in the future. Except as previously
discussed in Note 2 on PERS 16 adoption, the significant accounting judgments, estimates and
assumptions used in the preparation of the. interim condensed consolidated financial statements. are
consistent with those used in the annual consolidated financial statements as at and for the year ended

Decernber 31, 2018,

Similar to past transactions, the Parent Company uséd-acquisition method in-accounting for its
business.combination of entities acquired which are under common control for the six months ended

June. 30,2019, The Parent Company has assessed that acquisition méthed is more reflective of the
substance of the transaction considering that the transaction is conducted at fair value with purchase.
‘price determined using the net asset approach,

All the acquired entities.are engaged in cargo forwarding or money remittance services. which areall

aligned with the business of the Group, thus, the Parent. Company expects that the business:
combination will add value to the Group dug to additional cash inflow from external revenues and.
efficiency in administrative functions creating savings and synergies:in the internal processes.

tad |

Business Combinations and Goodwill

Business Combinations in 2018

On various dates in 2018, the Parent Company acquired, through business combination, 10 entities,
which are all domiciled outside.the Philippines except QUADX Iné: These acquisitions were:
expected to contribute to-the global revenue stream of the Group. As of. December 31, 2018, the
Group recognized goodwill of B492.45 million arising from these acquisitions which represents the
fair valug of expected synergies, tevenue growth and future developments that do not meet the
recognition criteria for intangible assets.

Business Combinatiohs in 2019

On March 7, 2018, the BOD of the Parent Company approved the purchase of shares of'thie entities

under LBC Express Holdings USA Corporation. On'the’same date, the share purchase-agreements
(SPA) were.executed by the Parent Company. and LBC Express Holdings USA Corporation with a
tofal share purchase price amounting to US $8.34 million, subject to.certain closing conditions.
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The transfé_r ‘of the ownership of'the shares and-all rights; titles and interests theteto-shall take place
following the payment of the consideration defined and shall be subject to the necessary approvals of
the US r'ég_u'lator){ bodies that oversee and/or regulate the Companies.

Effective January 1, 2019, the Parent Company’s purchase of LBC Mundial Corporation and LBC
Mabuhay North America Corporation was. completed upon-approval by the US Regulatory bodies
that oversee and/or regulate the following €ntifies!

e LBCMundial Corporation (LBC Mundial) which operates asa.cargo and remittance company in
Califoinia, USA. The Patent Comipany purchased 4,192,346 shares or-100% of the total
Gutstanding shares from LBC Holdings USA Corporation.. LBC Mundial wholly owns LBC
Miundial Nevada Corporation which operates as a cargo ¢company in Nevada, USA,

+ LBC Mabutiay North America Corporation (LBC North America) which operates as a-cargo and
remittance company in New Jersey. The Parent Company purchased 1,603,273 shares-or 100%
‘of the total outstanding shares from LBC Holdings USA Cerperation. LBC North Airierica
wholly owns LBC Mundial Cargo Corporatien which _Operatés as a cargo company in-Canada and
L,BC Mundial Remittance Corporation, a. money-remittance company in Canada.

Identifiable assets acquired, and liabilities assumed of 'LBC Mundial and LBC North America
PERS 3, Business Combinations, provides that if the initial accounting for a business.combihation can
be determined only provisionally by the end-of the period in-which the. combination is effected
because either the fair values.to be-assigned to the-acquiree’s identifiable 'assets,.'ligb_i[ities or
contingent liabilities or the cost of the combinatioti can be‘determined only provisionally, the-acquirer
shall account for the combination using those provisional values. The acquirer shall recognize any
adjustments fo those provisional values as a result of completing'the initial accounting within twelve
months of the acquisition date. The comparative information presented for the periods before thie.
initia! accounting for the.combination is complete shajl be presented as if the initial accounting had’
been completed from the-aequisition date. '

The provisional fair values of the identifiable assets acquired and liabilities assumed, including
goodwill, as at the date of atquisitions are shown below.

_ LBC Mabuhay
LBC Mundial North América
Corpoiation-and  Corporation and.

" Subsidiary Subsidiaries Total
Percentage of awnership of Parent Company- 100% 100%
Assets _
{ash and eash equivalents P416:992,745, B135,914.827 B552.907.572
Tradé receivables 13.410,502 637.908 14.048.310
Receivable from related parties. 30.133.717 7.036.070 37.169.787
Prepayments and other current assets 40,832.049, 9,176,454 50,008,303
Total current assets 501,368913 152,765.259. 654134172
Right-of-use asset '1_6'6'.43:5,854' 13 ;4.-13._882.' 179,849,736
Property and equipment 3,274,213 82,039 3.356.252
Neotes receivable. noncurrent 31,538.073 - 3_15538;0?3
.Seeurity deposit. 8.854.908 1,496,043 10,390,951
{ther noncurrent asset 7.908:600 8,462,677 _ 16371277
Total noncurreni -asset 218.4151,648 23.454.641 341,506,289
Total.asset’ 719,420,561 176.219.800 §95.640.461
Liabilities -
Accounts and other pavables 101,525,756 35,127,154 136652910
Payable to related parties 3.335,793 63.974.353 67.310,148
Deferred tax liabilitics 10.267,735 3.504.017 13.772,352

Transmission liability 37,107,151 1.461,720 38,568.871



_ LBC Mabuhay -
LBC Mundial ~ Nerth America
‘Corporation and Corporation snd
. Subsidiary Sulisidiaries Total
Percentage.of ownership of Pareni Company’ H10% 100%

Incame tax payable 34,770,265 3.004.003 37,774,368
‘Lease liabilities 166.435.854. 13.413.882 179.849.736
Total liabilities: 353.442.556° 1200.485.729 473,928,285
Net assets attributable to Parent. Company 365,978,005 55,734,171 421,712,176
Add: Purchased goodwill — 4.160,293 4.160.293.
Less: Gatiron bargain purchage 4.080.469 - 4,080,469
‘Purchase.¢onsideration- $361,897,536 £59,894.464. B421,792,000

The purchase-price allocation for the acquisitions of LBC Mundial and EBC North America has been
prepared on a preliminary basis due to unavailability of information to facilitate fair value:
cothputation. This includes information necessary for the valuation of-property and equipment arid
otherintangible-assets, if any. Reasonable changes are expected as additional information becomes
available, ‘The-accounts that are'subject to. provisional accounting-are property and equipment,

intangible assets-and goodwill.or bargain purchase gain.

The provisional goodwill of £4.16 million arising from the acquisition of LBC North America
tepreseits the fair value of expected synergies, revenue growth and future developments that-do not

meet the recognition criteria for intangible assets.

Purchase consideration gnd net cash flows

There were no contingent considerations in the above acquisitions during the peribd_-. Nét cash related

to acquisition.of the above entities in 2019 are shown below..

LBC Mabuhay

LBC Mundial  North Ametica

Corporation and Corperation-and
Subsidiary Subsidiaries Total
Cash paid: £361,897.536 B59.804.464.  B421,792.000
Cash acquired 416.992.743 135.914.827 552,907,372

Net cash inflow P53.095.209

P76.020.363

P131.115.572

The purchase considerations are paid in full which was'paid in advance by the Parent Company in
2018. The gain on bargain purchase of LBC Mundial were recognized under “Othiers - net”™ of “Qther
income: (charges)” in the intefim condensed consolidated statements.of comprehensive income.

The share in revenue and net income (loss) included in the statement of comprehefisive income of
‘sach of the acquired entities from the acquisition date to June 30, 2019 follows:

- LBC Mundial
Corporation and

LBC Mabuhay
North America
-Corporation and

. ‘Subsidiary Subsidiaries _ :Tn_ta_l
‘Sharc inrevenue B754.271.166 P176.926.379 B331,197.545
Share in-net loss 100,689.732. 42,896,099 143,585,831
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On May 29, 2019, the Parent Company sold all its 1.860,214.common shares in QUADX Tnc: to EBC
Express, Inc. fora cash consideration of 186,021,400 or P100 per share payable no later than two
years from the.date of sale, subject to any extension as riiay be agreed in writing by the paities.

Goodwill

The Group performed its annual impaitment tést.in December and when circumstances indicated that
the carrying value may be impaired. The Group’s impairment test for goodwillis based on value-in-
ise-calculations. The key assumptions used to determine the recoverable amount for the different
significant cash genetating units were disclosed in the arinual consolidated financial staternerits for
the year-ended December 31, 2018,

The Group did not perform impairment test-on goodwill during the period as it has assessed that there
are no indicators of impairment. When reviewing for indicators of impairment, the Group considers
~various external and intérnal sources of information,

Thie Group did not recognize impairment losses. on goodwill as of June 30, 2019

The reconciliation of the carrying amount of goodwill at the beginning and end of the reporting
‘period is presented below: '

Gross carrying amount.and net book value

At January 1,2019 492,446,084
Acquisition of a subsidiary 4,160,293
At June 30, 2019 P496,606,377

Cash and Cash-Equivalents

This account consists of:

June 30, December:31, Jine 30,

2019 2018 2018

{Unaudited) {Audited) (Unaudited)

Cash.on hand £260,279,129 P358,706,343 P270,676,478
Cash in banks 2,738,749,770 2,122.353,939 1,810.643,375
Cash.equivalents 1,654,230,324 1,656.378,862  1.776,287,190

P4,653,259,223  B4,137.439,144 P3,857,607.043

Cash ir banks earn interest at the respective bank deposit rates. Cash equivalents include short-term
placements 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 placement rates:

Cash in banks:and cash equivalents earn interest ranging from 0.25% to. 6.00% per annuny ifr 2019
and 2018. Interest income earned from cash-and cash eqitivalents amounted to £19.18 millien and
£15.10 millien for the six months ended June 30, 2019 and 2018, respectively.
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5. Trade and Other Receivables
This account consists of;

June 30, Deceinber 31,

2019 2018

(Unaudited) {Audited)
Trade receivables --outside parties _ P1,623,770,803  P1,447,404,156
Trade receivables - related parties (Note 16). 287 ,8’.79,_603 '2'3_'3,208.3'_8'1
1,911,650,446 1,700,612,537
Less allowance for expected credit losses 163,310,815 154,204,279

1,748.,339,591 1,546,318.258

Other recejvables:-

Notes receivable - related party (Note 16) 3,883,029 o
‘Advances+to officers and employees 47,984,482 33,771,196
Others 49,846,103 62,044,315

PB1,850,053,205  B1.642,133,769

“Trade receivables arise.from sale of services related to inbound and outbound courier services,
fiandling and consolidation services with normal credit terms of 30 t0. 90 days:

Advances to‘officers and employees consist mainly of noni nterest-beating advances which are subject
to liguidation upon completion of the-business transaction ‘and personal advances subject to'salairy
deductions. '

Others mainly consists of $88 benefit receivable to be reimbursed within a year, receivable from
uncollected proceeds from consigned inventories, accrued interest income, and t:_ommunic-ati on
charges reimbursable from agencies of delivery associates which are expected to be collected within
one year:

Thie amount of £4.86 million from trade teceivables - outside part'i"f_:_s were written off in'2018 (nil in
2019), as these are deemed uncollectible. The accounts were previously provided with allowance.

The Group recognized:provision for expected credit losses on tiade recéivables from outside parties
amounting to 9,02 million-and 12,72 million for thé six-morith ended. June 30, 2019-and 2018,
respectively (see Note. [ 8).

6. Prepayments and Other Assets
This account eonsists:of’

June 30, December 31,

2019 2018

(Unaudited) {Audifed)

Input value-added tax (VAT) B314,905,126  B324,539,993

Materials and supplies 186,440,370 148,990.229
-Prepayments:. _
Faxes 589,157,467 11,410,009
Insurance. 34,265,358 20,923,820

Forward
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June 34, December 31,
2019 2018
{Unaudited) (Audited)
Software maintenance P33,205,591 P18,275,638
Employee benefits 21,652,733 18:209.303
Rent 17,742,292 62,533,385
Advertising 7,621,570 8,857,794
Dues-and subscriptions 6,285,931 3,794,116
Company events- - 1,427,191
Others 43,407,529 33,169,932
Short-term-cash investments 132,324,160 -
Creditable withholding taxes (CWTs) 131,861,403 104,471,039
Restricted cash in bank 14,724,957 19,528,338
Others 24,384,101 11,115,483
1,027,978,588 787,246,270
Less.allowance for impairment losses’ 798,769 798,769
1,627,179,819 786,447,501

Less noncurrent portion of:
VAT an capital goods and other assets 117,941,649 99.562,777
Advance payment to-a supplier 9,000,000 9,000,000
Prepaid rent 2,175,222 30,366,589
Total ioncurrent portion P129,116,871  P138,929.366.
Tofal.current portion P898,(62,948  P647.518,135

Input VAT is applied against output VAT. Management believes.that the remaining balance:is
recaverable in future periods.

Materials and supplies consist of office supplies-and packing materials to be used in the. Group’s
operations. Materials and supplies recognized as part of cost of sérvices'in the-intérim conseélidated
statemenits of comprehensive income for the six monthé endéed Jung 30,2019 and 2018 amounted to.
£296.29 million and B196.80 million, respectively {see Note:17).

Prepayments are mostly composed of prepaid taxes, advance-vent, insurarice and advances to
suppliers.

Shortterm cash investments are time deposits with matutity of more than three'months from the date
of acquisition but not excéeding one year. Restricted cash in-banks represent time deposits, in the:
name of LBCE, with a maturity of one year and assigned to specific customers as performance
guarantees. ' ' ' '

Interest income earned .fro_m_short__-_te_rm-:cash investments and restricted - cash in bank amoumed to
£0.22 million and.20.13 million for the six months ended June 30,2019 and- 2018, respectively.

CWTs are attributable t6 taxes Withheld by the withholding agents which are creditable against the
income tax payable. '
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Upen adoption. of PFRS_ 16, the Group reciassified leased vehicles under finance leases to right-of-use
dsséts with carrying value amounting to $76.44 million (see Note 2).

The Group has.property and equipment amounting to £26.64 million with accumulated dépreciation
-and allowance fof impairment amounting _to_'?l.4..94_ million and P11.70 million, respectively,
resulting td-a nil balance as of June 30, 2019-and December 3 1,2018.

In 2015, the Group putchased a’computer hardware on a long-term payment arrangement. The
liability is interest bearing and payable over 60 months. As of June 30,2019, the outstanding liability
amourtited to 218,73 million, B5.53 million of which is reported under *other noncurrént liabilities’ in

the interith consolidated statements of financial position: Iriterest experise.arising fromthe
amartization of the deferred interest amounted to £1.28 million and 1.89 million for the six months
ended. June 30, 2019-and 2018, respectively.

On April 15, 2019, LBCE entered into.a Contract to Sell {CTS) with a third party for the purchase
of parcéls of land for a total consideration of R916.89 millien. As stipulated in the Confract, within
10 days of the signing of the CTS, LBCE paid the initial down payment amounting 1o

P183.38 million. Subsequently, the second paymentof B91.69 million was settled by LBCE within
15 business days upon presentation of the seller of the new subdivided title, while the remaining
purchase price amounting to P64 1.82 million shall be paid by LBCE through a bank financing:not
later than one year from the CTS date. Accordingly, the seller agrees and undertakes that, upon
execution of the-CTS and. the initial down pay;heﬁt,:the':séller will turn over.the physical possession
of the subject property to LBCE. Capitalized direct-expenses include transfer fees, capital gains tak,
documentary stamip taxes and notarial fees amounting to £76.64 millicn,

There were no capitalized'borrowing-costs for thesix months ended June 30, 2019 and 2018.

TIntangible Asseis
The rollferward analysis of this account follows:

For thesix months ended June30, 2019
' {Unaudited)

Development
Software in Progress Total
Costs _
At heginning of peripd P727,554,102 P118,932,565 B]i6,486,667
Additions 11;634,38¢ 62,426,456 74,060,845
Reclassitication 80,886,404 (78,702,404) 2,184,000
At end of period ] 820,074,895 102,656,617 922,731,512
Accomulated Amortization _
At beginning of period 291,117,011 - 291,117,011
Amuortization {Notes 17 and 18) 68,402,467 - 48,402,467
At end of period ' 359,519,478 = 359,519.478

Net Boold Value R460,555,417 P102,656,617 B563,212,034
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For thie vear ended December 31. 2018 (Auditeil)

Development

Software in Progress “Total
Al beginning of year B549,820.613 B4540,000 BS54.360.615.
Additions 89.568.315 §7.426.235 176,994,570
Additions through business.combination 83.965.152 31166330 115,131,482
Reclassification 4.200.000 {4.200.000}. =
Atend of year 727,534,102 118,932:363 846,486,667
Accumulated Amaortization
At beginning of year 197.310.60% - 197.510.604
Amortization 93.606.407 ~ 93.606.407
At endof vear- 291,117,001 - 291117051
Net Book Value P436.437.00] R118.932.563 P355.369.036

1In 2017, the Group purchased [T security tool, a new payroll system and 4 logistic software en a non-
interest-bearing fong-term payment arrangement payable over 36 moriths, 60 months and 60 months,
respectively. .As at June 30, 2019, the outstanding liability related to the purchase of‘these intangible-
assets amounted to P§3.50 million, £52.25 million of which is presented under ‘other noncurrent
liabilities™ in the interim condensed consolidated statement of financial p__osmon_ Interest expense
‘arising from the amortization of defer_r_ed'intt:_rcst_amo'unted to B2.26 million and

22,65 million for the six months ended June 30, 2019 and 2018, respectively.

Tn 2018, a web filtering software was-acquired on an interest-bearing payment arrangement over 18
months. As at Jine 30, 2019, the outstariding liability related to the purchase amounted to

£6.75 million, presented underaccounts payable and accrued expenses in the interim condensed
consolidated statement of finaneial positi on, Interestexpetise arising from the amortization of
deferred interest amounted to 0.1 million for the six imonths ended June 30, 2019.

De_ve]cpm ent in progress pertains to- costs related-to ongoing develapment of software, user license
and implementation casts.

There were no ¢apitalized borrowin g':'co_sts_'fdr the six menths ended June 30, 2019.and 2018.

9. Investments at Fair Value through Profit or Loss and through OCI

Tnvestment at FVPL represents the Group’s investments in unquoted equity securities and unquoted
unit nwestmcnt trust tund. whiich comprise primarily of Overnight Deposit Facility-and Term Deposit
Facility in the Bangko Sentral ng Pilipinas.

Investmerit at EVOCI represents investment in the:quoted shares of stock of. Araneta Properties; Inc.
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‘Movement of the investments at fair value follows:

June 36,2019 (Unaudited)

FVPL FVOCI
Asat January 1, 2019 131,294,744 $337,453,928
Additions 151,000,000 =
Redemption _ (261,094,036) =
Unrealized fair value gain during the
périod- 394,832 68,271,026
Unredlized foreign exchange gain _
during the period ' (506,450) -
21,089,070 £405,724,954
December 31, 2018 (Audited}
FVPL FVOCI
As atJanuary 1,2018 B440,763.495 P444,736,969
Additions '888,580,000 -
Additions throtigh business comhination 9,397,260 -
Redemption (1,215,938,291) -
Unrealized fair value gain (loss)
during the year 8,492,280 (107.283,041)
P131,294,744- £337,453,928

10, Investment in-an Associate
The movement in'the investinient in an associate is as foilews:

June 30,2019 December 31, 2018

(Unsaudited) (Audited)
Costs '
At January 1 P227,916,452 B
Additions:
Share in equity - 109,956,952
Excess of purchase price: over _
fair value of nét dssets - 108 ,-_8?3_,25.0
Costs directly attributable to the investments - 9,086,250
Less: Dividend income. (15,000,000)
$£212,916,452 P227.916,452
Accurulated Equity on Net Earnings '
At January 1 11,103,396 -
Equity share in ngt.earnings 10,996,420 11,103,396
22,099,816 11,103,396
Other Comprehensive Income
At January | - -
Equity share in other comprehensive income 464,363 —
464,363 -
Carrying Value 235,480,631 £239,019,848

On Marehi 19, 2018; the Parent Company invested in 30% of Orient:Freight International, Inc. (OF),
a company involved in freight forwarding, warehouging and customs bro kerage businesses operating
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within the Philippines. The acquisifion resulfed in an implied soodwill of B108.87 million.
representing. the fair value of expected synergies, revenue growth and future developmienits that do pot
meet the recognition criteria for intangible assets.

In relation to the acquisition of shares, the Parent Company shall also exert commercially reasonable
efforts to diréct a gertain amount of additional annual recurring logistics service businessto OF1I for a
‘periad of five years from closing date.

The Group’s iriterest in OFIT is accourited forusing the equity method in the interim condénsed
consolidated: finasicial statements. “The concepts uriderlying the procedures used in aceounting for the-
acquisition of'a subsidiary are dlso.adopted in dccounting for _thc__acquis_iﬁo_n-of an investment in an
‘associate or a joint venture.

The Group recognized equity in net earnings and other cemprehensive income of an associate
_amouriting to B1'1.00 million and 0.46 million, respectively which represents:the Group's share in
the associate’s earnings from January { to June 30,201 9 and is presented under “Otherincome
(charges)” and other comprehensive income ii the iriterim consolidated statements of ‘eomprehensive
income. No impairment loss was recognized for theinvestment in associate in 2019.and 2018§.

The summarized stateménts of financial position of thie associate follow:

June.30,2019  December 31,2018

‘Current assets P524,324,886 P484.718,655
‘Nancurrent assets 124,878,665 124,180,956
Current liabilities, 285,180,663 220,511,830
Noncurrerit liabilities 30,275,751 30.275,751
Equity $333,747,137 P358.118.030

The summatized statement of éemp'rehensive'im:_om'e-.of the associate from January 1 to
June 30, 2019 follows:

Revenue P796;,030,528
Cost and expénses, 759,375,795
Net income 36,654,733
Dttier compiehensive income, 1,547,878
Total comgrehensive incomie #38,202,611

Group’s share of total comprehensive: income from
January | to June 30. 2019 11,460,783
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11. Accouts and Other Payables

This account consists of:

June 30, ‘December 31,
2019 2018
(Unaudited) {Audited)
Trade payable - cutside parties $1,608,173,296  B1,353,449.343
Trade payable - relatéd parties Note 16) 508,753 370,163
Accruals: '
Property-aid equipmeiit 754,631,621 17,629,915
Salaries'and wages 304,391,727 277246320
Contracted jobs 176,292,889 191,243,940
Rentand utilities 128,557,870 124,727,982
Claims and losses 77,060,288 79,870,576
Taxes 48,222,365 16,366,752
Qutside services. 18,226,868 11,414,949
Professional fees 16,504,234 24,776,017
Advertising 14,074,564 94,836,141
‘Software maintenance 7,689,130 9;184,268
‘Others 76,425,931 63,105,153
Deferred output VAT 317,726,631 300,133,756
Taxes payable 72,537,647 91,174,576
Contract liabilities 55,928,407 83,666,589
Government agencies Contributiohs payables 30,469,630 26,136,084
Subscription payable 9,651,375 9,651,375
Qthiers (Note 16) 32,296,758 31,180,381

P3,839,363,984 B 806,169,280

12, Transmissions Liability

Transinissions liability represents money. transfer remittances by clienits that are stil} .outstanding, and
not yet claimed by the beneficiaries as at reporting date. These:are due.and demandable.
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The Group has outstanding notes payabie to various local banks. The details.of these notes.as at
June 30, 2019 and December 31, 2018 are described below:

June 30,2009 ( Linaudited)

 Dafeof Quistanding, Juterest

Bank/Related Party - Availment Balance: Maturity Rate ‘Payment Termis

Bancode. Oro April 2089 F67,000,000 Oct 2019 6%;  Clean; Interest payable every

subject to  month, principal to e paid on

] ) repricing -mixtarity date

‘Banco de Oro March 2019 150,000,000 Sep 2019 6%;  Clean, interest payable every

' ' subjectto  tonth, principal to be paid.on

_ N o _ repricing - “‘matnrity.date

Bancoe de Oro Yarious 72,500,000 Varjous maturities in - 6%; With morigage; Interest

availments in 2019102021  subjectto  paynble every month, principal

2016 repricing” “payable quarterly

E'nionbank of the April 2619 80,000,000 April2028  7.826%,  Clean; Intercst payable every

Philippines ) subject to  moath, principal to be paid on

' vepricing maturify date

LUnionibank of the. February 2019 70,100,000 Anpust 2019 7:25%,  Clean, Interest payable every

Philippines subject to  month, principal fo-be paid on

) repricing maturity date

Total 939,500,000 ]

Currént portion PIG7.000,000
Nencurrent portion B572,500,0006-

December 31, 208 (Audited)

Date of Outstanding.
Bark Adailineit, " Balance Maturity  [nterest Rate- Terms
Barico de Oro December 2018 £67,000,000 Aprl 2019 5.50%, Clean; Interest payable
subjéctto.  -every month, principal o
repricing.  be paid on maturity date.
Banco de Oro Septemiber 130,000,000 March 2019 5.500%, Clean; [nterest payablé.
2018 subjecfto  -every month, principal to
repricing  be paid on maturity date
Banco de Oro. Various BT2,300,000 Various 3.50%, With muortgage: Interest
availmenis maturities in subject to pﬂ_\-‘_éi'b]e. every month,
2016 2018 to 202 |- repricing.  principal pdyable guarterly.
Total PR29.500.000
Gurrent portion £297.000.000
Noncurrent portion £332,500,000

The Notes Facility Agreement entered by the Group'with Banco De Oro (BDO) in May 2016 is with
a-credit line facility amounting te PSO(} .00 million. The loan is secured with.real estate mortgage on
land owned by the Group’s affiliate (see Note 16);

A shert-term loan availed in 2018 with BDO amounting to 150.00 million was rolled over and still
outstanding as of June 30, 2019. Also, a'short-term loan availed in Deceémber 2018 with BDO
ameunting to £67.00 million was rolled over in April 2019,

Interest expense -amounted to R32.67 million and £22.57 million for the six months ended
June 30, 2019 and 2018, respectively.

Thie foans were used primarily for working capital requirements and are not subjectto any Joan.
covenants.
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14. Convertible Instrument
This account consists of:

June30,  December 31,

2019 2018

_ {Unaudited) (Audited)
Derivative liability

Balance at beginning of year P1,406,175427 RI1,860,373,47%

Fair value loss (gain) on derivative 53,727,943 (454,198,052)

P1,459,903,376 P1,406,175427

Bond payable

Balance at beginning of year $1,108,417,074 P8O6. 185,059
Accretion o'fint;ér.est. - 85 437 248 159,106,145
Unrealized foreign exchange loss. (30,275,687) 50,577,641
Amortjzation of issuance cost 899,375 2,548,229

P1,164,478,010 P1,108,417.074

On Juné 20, 2017, the BOD of the. Parent Company approved the issuance of convertible instrumenit.
The; proceeds of the issuance- of convertible instrument will be used to fund the growth of the business.
of the Parent Company, mu]udmg caplta] expenditures and wor klng capital. Accordingly, on

August 4, 2017, the Parent Company issued, in favor of CP Briks Pte. Ttd (CP Briks), a seven-year

secured convemble instrument in the aggregate prmmpal amount of US$50.0:million
(£2,518.25 million) corivertibleat any time into [92,307,692 common shares of the Parent. Company

at the option- of CP Briks at B13.00 per share-conversion price; subject to adjustments and resetting of
convetsion price in accordance with the terims and conditions of the instrument.

The convertible instrument (to-the extent that the same has not been. conveited by CP Briks as the
‘helder or by the Parerit Company) is redeemable at the optioh of CP Briks, cominencing on'the 30™
month from the issuance date at the redemption price-equal to the pr1nc1pal amount of thie bond plus
an internal rate of 13% (decreasing to 12%. 11% and.10% on the 4th, Sth and 6th anniversary of the
issuance date, respectwﬂy) The agreement also contains redemption.in cash by the Parent Company
at a price equal to the- prmc1pal amount of the bond plus an internal vate of 13% (decreasing to 12%,
11% and 10% on thve. 4¢h, 5th and 6th anniversary: of the issuance. date, respectwe]y)_ incaseof a
Change of Control as. defined under the agreement.

The Parent Company also has full or partial right to convert the shares subject-to various conditions
'mcludmg pre-approval of the PSE of the listing. of the conversion ghares and othier conditions 1o
include closing: y.sale price:and daily trading volume of common-shares trading on the. Principal Market
arid upen plan of offering, placement of shates or siinilar transaction with cammion share priceat a
certain minimum share'price.

The convettible instrument is a hybrid instrument centaining host financial liability and-detivative.
«components forthe equity cofivetsion and redemption options. The equity conversion and
redemption options were identified as-embedded derivatives and were separated from the host
-cortitract.

On October 3, 2017, the Parent Company entered into & pledge supplement with CP Briks whereby
the Parent.Company constituted in favor of CP Briks a pledge overall of the Parent Company’s
shares in LBCE consisting of 1,041, 180 504 commen shares, representing: 100% of the:total issued
:and outstanding capital stock.of LBCE.
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In the event of default, CP Briks may foreclose upon the pledge over LBCE shares as a result-of
which LBCE shares may be sold via atiction to the highest bidder. The sale of LBCE shares in‘such
public auction shall extin gu1sh the outstanding obligation, whether or not the-proceeds of the
foreclosure sale-are equal to the amaunt of the outstanding obligation. Under the tefms of the pledge
agreement, if LBCE shares are- sold at a price higher than the amount of the outstanding obligation,
any amount, in excess of the outstanding obligation shall be paid to the Parent Company.

While CP Briks may participate in the auction of LBCE shares should there be a foreclosure, any
such foreclosure of the pledge over LBCE shares and any resulting acquisition by CP. Briks of equity
interest in LBCE are always subject to the foreign ownership restrictions applicable to LBCE; which
‘may not exceed 40% of the total issued and outstanding capital stock entitléd to vote, and 40% of the
total issued and outstanding capital stock whether or not entitled to vote; of LBCE.

Covenants

While the. convemble instrument has not vet been redeemed or- converted in full, the Parent Company

shall-énsure that néither it or its subsidiaries shall incur, create or permit to subsist or have

outstanding indebtedness, as defined in the Omnibus Agreement, or enter into agreement-or

‘arrangement whereby it is entitied to incur, create or permit to. subsist any indebtedness and that the

Parent Company shall ensute ona éonsolidated basis that:

‘a.  Total Debt.to EBITDA for any Relevant Period (12 months ending on the Parent Company’s
financial year) shall not exceed 2.5:1.

b. The ratio of EBITDA to Finance Charges for-any Relevant Period shall ot be less than 5.0:1; and.

. Theratio of Total Debt on each relevant dite to Shareholder’s Equity. for that Relevant. Period
shall be no‘more than 1:1.

Fhie determination and calculation of the foregoing financial ratios are based on the agreement : and
interpretation of relevant parties subject to the termis of'the convertible instrument. The Group is in
compliafice with the above. covenants as at Deccmber 31, 2018, the latest Relevant Period subsequent
to-the issudnce of the convertible instrument. Relevant pe.r.lod means each peried of twelve (12)
meonths endifigion the last day-of the Parent Company*s finaneial year.

In'relation to'the issuance of the convertible instrument and: following the entry of CP Briks-as a-
stakeholderin the Parent Coimpany, the Parent Company entered inta the following transactions:

a. On August 4, 2017, LBCE and LBCDC agreed for LBCE to discontinue royalty for the use of
LBC Marks (see Note 16).

b. On various.dates, the Parent Company entered into the following transactions for the acquisition
of certain overseas entities:

i, OnMarch 7. 2018, the Parent‘Company acquired IOO?b'O\Vpel'shi'p of LBC Mabuhay-
Saipan, Ine. (LBC Saipan) for a total purchase price of US $207.652 or 10.80 million.

ii.  Effective January 1, 2019; the Parént Company was granted the regulatory approvals'on
the purchase of the following entities under LBC USA.Corporation:

» LBC Mundial Corporation {LBC Mundial) which operates.as a cargo and
remittance Group:in California. The Parent Company purchased 4,192,546
shares or 100% of the total outstanding shares from LBC Holdings USA
Cotporation,
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« LBC Mabuhay North America Corporation {LBC Neorth America) which
operates as.a cargo and: remittance Parent Company in New Jersey. The Parent
Company purchased 1,605 273 shares or 100% of the total outstanding-shares
from LBC Holdings USA Corporation.

iii.  On June 27, 2018, the BOD ot the Parent Company approved the purchase of shares of
some overseds entities. The acquisition is expected to benefit the Parent Company by
contributing to its global revenue streams. On the same date, the SPAs were executed by
the Group-and Jamal Limited, as follow:

o  LBC Aticargo (S) PTE. LTD, which operates as acargo branch in Taiwan. The
Parent-Company putchased 94,901 shares or 100%.of the. total outstanding shares.
of the acquiree at a purchase price of US $146,013;

s LBC Money Transfer PTY Limited which operates as a remittance company in
Austratia, The Parent Company purchased [0 shates or 100% of the total
outstanding shares of the acquiree at a purchase pricé of US $194.535;

» LBCExpress Airfreight (S) PTE. LTD. which operates as a cargo.company in
Singapore. The Parent Company putchased 10, 000 shares or 100%.of the total
outstanding shares of the acquiree at a purchase price of US $2.415 .035; and

» LBC Australia PTY Limited wlich operates as:a cargo company in Australia.
‘The Parent Company purchased 223,500 shares or 100% of the total outstanding

_ sharcs oft_he acquiree at a purchase price 6f US $1,843,149.

v, On August 15,2018, the Parent Company approved the acquisition of 92.5% equity
owhership of LBC Mabuhay {Malaysia) SDN BHD (LBC Malaysia) for a total purchase
price.of $461,782 or P24.68 million.

v.  On QOctober 15,2018, the Parent Company acquired the following overseas.entities:
‘e LBC Mabuhay Remittarice Sdin. Bhd. which operates as a remittance company in
Brungi. The Parent Company purchased one (1) share which represents 50%
-equity interest at the subscription price of US. $557,804 per share..
» LBC Mabuhay (B) SDN BHD which operates as a eargo dompany in Brunei.
The Parént Company acquired- 50% of LBC Mabuhdy (B) SDN BHD for a total
purchase price of US $225,963.

vi. Th__e documentation requirements.for the acquisition of the remaining overseas entity is
still in process,

Upon completion of the acqu151t1ons discussed in (i) to (vi) above, the Parent Company wil! have
acquired equity interests in ‘twelve overseas entities which are affiliated to the Parent Company
and LBCDC.. In accordance with the directions from LBCDC, the Parent Company intends to
complete the aequisition of the remaining overseas entity in 2019, after which the Group expects
{6n the basis of LBCDC’s manifestations) settlement by LBCDEC of all of'its obligations to the
Parent Company.

On March 19, 2018, through a Deed of Assignment, LBCE assigned its receivables from
QUADX Tné. to the Parent Company airiounting to B186. 02 million. On'the same date, the
‘Parent Company and QUADX Tnc. entered infoa-Subscription Agreement to subscribe and issue
4 total of 1,860,214 shares of:stock of QUADX Inc. through the conversion of the assigned
-advances-to equity. which represents 86.11% ownership by the Parent Company.
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The increase in authorized capital stock of QUADX Int. was approved by the SEC on
Tine 14, 2018,

On May 29, 2019, the Parent Company sold all its 1,860,214 common shares in QUADX Inc. to
LBC Express, Inc. for a cash. consideration of 186,021,400 or 2100 per-share payable no later
than two years from the date of salg, subject to-any extension as may be agreed in writing by the
_parties.

d.  As at réport date, LBCDC has not settled its obligations to the Parent-Company pending
completion of acquisition of the remaining overseas entity.

If an event of default shall have occurred and be continuing, CP Briks may require the Parent
Company to redeem all or any portion of the convertible instrument, provided that CP Briks provides
written-notice to the Parent Company: within the applicable period. Each portion of the convettible
instrument subject to redemption shall be redeemed by the Parent Company at price.equal to 100% of
the conversion amount plus an internal rate of return (IRR).equal to 16% (inclusive of applicable tax;
which shall be for the-accournt of CP Briks)..

- Equity

Capital stock.
Asat Iune 30, 2019 and Deceinber 31, 2018, the details of the Parent Company’s common shares
follow: '

Number of
Shares of Stocks Amotint
Capital stock - Rl par value. _ o _
" Authiorized 2,000,000,000  B2,000,000,000
Issued and outstanding 1,425,865,471 1,425:865,471

Cush:dividends

On December 20, 2018, the BOD of LBCH approved the declaration of cash dividends-amounting to

PB285.17 million.

On.February 8, 2019, through-a Memorandum of Agreement, LBCDC assigned to' LBCH a portion of
its payable to LBCE amounting to-£228,37 million. The'same amount was offset against the
dividends pavable of the Company to LBCH (see Note 16).

On.May 7, 2019, the BOD of LBC Express Shipping Company WLL (Kuwait) declared cash
dividends of KWD 2,500 per commion shate held by stockhiolders, The related noncontrolling interest
amouriting to B20.92 million is presented in-the statemént of changes ‘in equity..
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| 16, Related Party Transactions

In the normial course of business, the Group transaets with related parties consisting of its ultimate
parént; LBCDC; affiliates and its associate. Affiliates include those entities in which the owners of
the Group have ownership interests. These transactions include delivery, service and management
fees and loans and cash advances. Except as otherwise indicated, the outstariding accounts: with
related parties shall be settled in eash. The transactions are made at terms and prices-agreed upon by
the parties,

Details of relatéd party transactions and balances for the six-months ended June 30, 2019 and for the
year ended December 31,2018 are as follows:

Transaction
amounts for the
six months ended

Dutstanding

receivable
balance as at

June 30, 2019 June 34, 2019
{Unasdited). (Unaudited) Terms Conilitions
Due from refated parties {Trade and nofes recgivables).
.'-Iﬂi_fi'arcs
a.) Delivery fée, managément
fee, financinl ingtant Pesa ) )
Tadala {IPP} flfillvent fee o . /Noninterest-hearing; due UInsecured,
(Notes 5 and 24§ P61,894,754 P257.879,603 and démandable  ro.impairment
) ) ) Interest-hearing; fixed “Unsecured,
h. ) Notes recejvable (Note 53 2,276,986 33,743,583 miéntkly payment a0 impairment
$£321,623,5806
Due from .rc_lated panties (Non-trade receivables )
Lltimate parept company )
. ) . Noninterest-bearing; due Unscdured,
b.) Advances (P229,374,726} RIGI 205,153 and-demaniable no impairment
Affiliates - undér canmon control
: Noninterest-bearing; due Unscrared,
h.} Advances 54,235,904 109,802,146, amd'demandable  noimpairment
(fficer: Beneficial owner
o Noninterest-bearing; dac Tnsecared,
bi) Advances 28,424,683 37,751,078 and deniandable no impairnieit
' $410,738;377

"Due from related-parties {Advances for fiituré investments in-shores).

E. 3 ‘Advances for future

Nariinterest-bearing; for
setifement of the

Unsicnred,

investmeni in shares B- . R17,564.436 subscription of shares no i'mEairment'
Dividend receivable )
Noninterest-bearing; due Unsecnred,
i. ) Associite P15,000,000 £7,500,000 ___‘and demandable ne impairment
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{Notes 5 and 247

£199.839.213

£253 208,381

“and demandabie

Trangection, Qutstanding
amounts for the ~ payahle
six months ended balance av at
June 30, 2014 June 30, 2019 _
{Untainclited)- (LUinaudited) Terms Conditions
Due ta relared parties (Trade pavables)
Ultinpate Parent Compeny ) .
Noninterést-hearing; due.
D) Advances K (BR0R042) -and deinandable [nsecured
Associate _ )
o ) Noninterest-hearing; due ]
e.) Sea fieight and brokerage - 327,664,572 {2,621,845) apd demambable. tnsccured
Affifiate o _ _
..}y Guarantee fee- -Nnninter_és'l'—hearil_lg: tue
{Note 13) 3,571,429 - and demandable Unsecured
(B3,129,887}
Dug o relatedl arties (Non:trade avables
-Affiliate - nnder comion control
MNoninterest-bearing; due’ )
b} Advarnogs 18,751,200 (PI7 457,795} “and demandably Unsecured
Officer
' Noninterest-bearing: due
B.} Advanees 1.30,606,500 (205:413,246) _-and demindable- Einsecured
(R222.871.041}
Transaction Outstariding
amounts for the receivible
six months ended ) balaee as at
June 30, 2018 December 31, 2048
{Unaudited) {Audited} Terms. Condiliong
Due froin related parties {Tradé receivables
..{miiafas
‘i) Delivery leg, managemenit
fee, tinnncial Tnstant Peso. ] o
Padaia {IPP} fulfiliment fee Nonintereii-bearing; due Unsetured,

no impairment

Dule t'r_om related nani'es-_{Non-tm_de'rec:i\'nbln_:‘s 3

LN tiineite pevenl compny

Nuoninterest-bearing; due

Unsecured.

‘b.} Advances B78,302,801 “B4Y3,736,678 and démaridable’ no impiirment

-.-!Ifﬁﬁ'arm - wnder common control )
N'pnint_e_rest—'be_:}ring; due Unsecyred,
b.) Advandes 7.542,562 54,937,022 arid demandable no impairment

Officer
o . Nonintersst-hearing: due. Unseered:
" b.) Advances 11.525,898 9,284,395 and demandable ‘ngtimpairment
) _P537.958.005

Due fromi related parties (Advances for fiture investmenis'in shares}

el Advame_s-ibfﬂ_ilur_e

investment in shares 445 946,636

£43%.823.608

Noninterest-bearing; for
-settlement of the
‘subscription of shares

Unsecured,
no-impainment
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Transaction Curstanding
amounts for.the: payable
six months ended balanee-as at
JJung30,2018 December3E, 2018
{Unauditad) (Audited) Tenus. - Canditions’
Due to related parties (Trade pavables)
Uiiinmgte Parent Conpaiy
. o o . Noninterest-bearing; due _
e} Rovalty fee (Note: L) P23.898 (RIT0, 163y and deinandable Ungegured
Associote _ ) _
Noninterest-bearing:-due
) Seo fréight and brokerage: 103,114,300 - and demandable Unsecured
Affiicte.
) ) Noninterest-bearing, due
;) Guarantee fee {Note 13) 3.371.429 - and defnondable. Unsecured
(B370.153)

Dueto-related parties (Dividends ,u_ayahlé;
Eltimuate-Parent Compuny ) B
1) Drvidends déclared and L Noninterest-besiring; due.
pavable ) - (R85 173:.094) and demandable " LInsecured.
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Tratisaction Owstanding
‘amounts far Lhe pavahle
'six manths ended Halance as at
Juhe 36, 2018 Decembér 31, 2018 _ _
{Unaudited) {Audited) Terms: Cuonditicns
e 10 a related ggrty (Non-tinde payables). '
Affifiates - under comman controf
) ) ~ Nonjfterest-bearing: die
b.} Advances RI15,463,884 (R18,347, 124} and demandable Uriseeured

(fficer
. L ) ~ Ndminmerest-bearing dug
b.) Advances 11.600.038 475,645 003) and demandable’ Unsecured:
(B93.552,120)

Compensation of Key Management Personnel:

For the six months ended June 30

2019 2018

(Unaudited) (Unaudited).
Salaries and wages. P35,367,223 PR6.086,028
Retirement benefits: 3,727,427 15,132,479
Other short-term emplovee benefits. 8,878,010 9,566,878

P47,972,660 B110.785.385

a, In the normal course of business, the Group fulfills the delivery of balikbayan boxes, fulfillment
of money remittances and performs certain administrative functions on behalf of its affiliates.
The Group charges delivery fees and service fees for the fulfillment of these services based o
agreed rates,

b. The Group regularly makes advarices to and from-related. parties to firiance working capital
requirements and as part-of theis cost reimbursements arrangement. These unsecured advances
are non-interest bearing and payable on demand.

In prior years, the Group has outstanding advances of 295,00 million te LBC Development
Bank, an entity under common control of’ LBCDC. In 2017 . management-assessed that these
advances are not recoverable: Accordingly, the said asset was written-off from the hooks.in 2011
{see Note 27).

Starting 2007, LBCDC (Licensor), the Ultimate Parent Company, grarited to the Gr oup
(Llcensee) the full and exclusiveright to use the LBC Marks within the Philippines in
consideration for a contmumg royalty raterof two point five-percent {2.5%) of the Company s
Gross:Revenues which is.defined as any and all revenue from all sales of products and services,
including ali other income of every kind and nature directly and/or indirectly arising from, related
to and/or connected with Licensee's business operations (including, without limitation, any
proceeds from busihess interruption insurance, it any), whether for cash or credit, wheréver made,
earned, tealized or accrued, excluding any sales discounits and/or rebates, value addedtax. -Such
Ircensmg, agreement was amended on August 4, 2017 and was subséquently discontinued
effective September 4, 20]_7r in recognition of the: Graoup's own contribution to the value-and
goodwill of the trademark.

o

d: As discussed in Note 13, the Group-entered into a loan agreement with BDQ which is.secured
with real estate mortgage on various real estate properties ewned by’ the’ Group’s affi liate. In
consideration of the-affiliate’s accommodation to-the Group’s request to use these praperties as
Toan. collateral, the Group agreed to pay the affiliate, every April 1 of the year starting
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April 1, 2016, a guatantee fee of 1% of the face value of loan and until said properties-are
released by the bank as loan collateral. The guarantee fee is reported as part of interest expense
in the interim consolidated statements of comprehénsive income amounting to

£1.79 million for the six months en_ded June 30, 2019 and 2018.

In the normal course of business, LBCE acquires services from OFI} which.include sea fren__,ht
and brokerage mame for the cargoes coming from mternatlonal origins. These expenses are’
billed to the origins.at cost.

On Decemiber 20, 2018, the BOD of LBCH approved the declaration of cash dividends
amounting to P285.17 million. -On February 8, 20 19, through a Meémorandum of Agreement,
LBCDC assigned to LECH a portion of its payable to LBCE amounting to £229. 37 million. . The
same amount was offset against the-dividends payable of the Company to° ‘LBCH.

On March 7, 2018, the:BOD of the Parerit Cotiipany approved the purchase ot shares.of the
entities under LBC Express Holdings USA Corporation. The acquisition is:expected to benefit
the Group by contributing to its global revenue streams. On the same date, the SPA was executed
by the Parent:Company and LBC Express Holdings USA Corporatio: with a total sharg purchase
price.amounting to. US $8.34 million, subject to certain closing conditions. As-discussed in Note
14, the transfer of the ownership of the shares and all rights, titlesand interests theteta shall take
plage following the payment of the consideration defined and shall be subject to.the necessary”

approvals of the US. regulatory bodies that oversee and/or- regulate the Companies. ‘On January |,

2019, the Parent Company was granted the; regulatory approvals on the purchase of the LBC
Mundial Corpotation and LBC Mabithay North- America Corporation.

In November 2011, LBC Mundial Corporation paid-off LBC Express Heldings USA
Corporatien’s outstandmg mortgage loan which is consolidated into a long-term promissory’ note
amounting to US$1,105,148 at 4%% interest, payable in 180 equal monthly instaliments: As.of
June 30, 2019, total outstanding notes receivable amounted to £33.74° mitlion, £3.88 m1lhon of
which is presented as current under “Trade and.othet réceivables™. Interest income earned from

notes receivable amounted to B0.70 millién for the period ended June 30, 2019.

‘On:June 6;2019, LBCH recognized cash dividends from ‘OF11 amouriting to 21:5.00 million for
its 30% interest on OFIL. On June {8,2019; LBCH received B7.50 million representing the first
tranche.(50%) of dividends,



I'7. Cost of Services
“This, account consists of:.

‘For the six months ended Jupe 30

2019 2018
_ (Unaudited) {Unaudited)
Cost of delivery and remittance £2,367,032,060  $1,741,243,752
Salaries and benefits 1,574,606,845  1.040:113;754
Utilities and supplies 586,986,033 415,068,502
Depreciation and amortization (Notes 7, 8 and 20) 259,490,872 128,336,470
Rent (Note 20) 236,367,150 326,395.461
Trarisportation and trave] 64,267,541 53,505,057
Repairs. 58,167,396 43,946,220
Retirement benefit expense 53,711,709 46 865,365
Collection tee 32,311,743 873.166
Insurance 26,225,658 13,084,215
Others 43.011,899 9,416,897

P5,302,178,906 £3.818,848,839

Others in__clude'platform subscription, bank fees-and software maintenance expenses of
subsidiaries invelved in online legistics.

18. Operati_ng'Expens_es_and_F’o'reig__n Exchange Gains-net
Operating expenses consist of:

For the six months ended June 30

2019 2018

(Unaudited) (Unaudited)
Salaries and benefits B345,425,478 B286.213,913
Depreciation and amortization (Notes 7, 8 and 20) 329,591,840 49,968,667
Advertising and promotion 159,165,010 88,925 200
Claiims and losses 1'51,5'!}1',-281 36,474,632
Piofessional fées 144,733,966 63,508,475
Utilities and supplies 101,100,496 73,850,654
Travel and representation 98,044,643 60,571,146
‘Takes and licenses 97,515,406 75,722,492
Commission expense 86,942,067 7.817,695
Duss arid subscriptions 46,736,643 29,230,366
Rent (Note 20) 45,462,373 125,455,048
Software maintenance costs 20,840,824 19,663,193
Retfrement benefit expense. 17,699,216 15,877,584
Insurance 13,138,121 11,878,578"
Provision for expected credit logses (N'ote.-S)_ 9,016,536 35,607,499
Repairs and maintenance 2,505,098 2,482,970
Others 28,943,306 11,134,554

£1,698,362,304 P06 382,666

Others comprise mainly of bank and finance charges; penalties and other administrative expenses.
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Foreign exchange gains - net arises from the following:

Faorthe six months ended Juné30

2019 2018
(Unaudited) {Unaudited)
Bonds payable £30,275,687 (67,168,883)
Trade payable 958,064 (9,147.423):
Tnvestment at FVPL 628,524 14,595,052
Advances to affiliates — net {3,657,409) 6,569,726,
Casli arid -cash equivalents (7,226,376) P199.984,496
Other current asset _ 1,946,405
£20,978,490  B146,779.373

19. Income Taxes

Provision for income tax consists.of:

For the six months ended June 30

2019 2018
(Unandited) (Unaudited)

Current: B264,324,496  B265,763,328
Deferred (37,788,386) [2.822.806
B226,736,110  £278.586.134

Details of the. Group's deferred income tax assets - net-as.at June 30, 7019 and December 31, 2018

follow

June 30, December 31,.

2019 2018

(Unaudited) {Audited)

Deferred tax-assets arising from:-

Retiremnent benefit liability. B191,725,430 197,105,840
Accrued employee benefits 64,572,737 47,742,542

Allowanee for impairment losses 51,037,253 48,132,334

NOLCO 17,470,003 15,117,586

‘Contract fiabilities 13,488,654 11,376,223
Prepaid delivery costs 2,487,814 -
MCIT 80,056 120,135,
Lease liabilities - 16,512,220
Unirealized foreign exchaiige Josses 3,707,992 -
Othérs ' 16,222,300 9,312,542
360,792,239 345,419,422

Deferred tax liabilities arising ffom:
Capitalized borrowing cosfs. (104,667) (209,334)
Unamortized fair value adjustments arising from '

business combination ' - (19,634,690)
Cantract liabilities - ' -
Unrealized foreign.exchange gains (21,187,136) (20,285,223)
Others (30,866,128) (3,012,906)
(52,157,931)  (43,142,153)

P308,634,308  P302,277.269




20. Lease Commitments.

The following are the lease agreements entered into by the Group:

1.

L

(a)

Licase -agreement covering its previous corporate office space, originally for a period-of five years

starting October 20, 2016 was terminated effective November 30, 2018 as mutually agreed with
‘the lessor.

Lease agreerment covering-its current corporate bffice space for a period of five years from
September {, 2018, The lease agreement is renewable upon mutuat agreement with the lessor and
includes rental rate escalations during the term of the lease. The lease agreement also requires-the

Group to pay advance rental and secutify deposits.

Lease agreements covering various service.centers and service points, withiti the Philippines and
overseas where the Group operates, for a period of one to. five years, renewable at the Group’s
option at such terms and conditions which may beg agreed upan'by both parties. These leasé
agreements include provision for rental raté escalations including payment of security deposits
and advance rentals.

Lease agreement with a loczil__’b_arik covering transportation equipment for a period of three to four
years. The lease agreement does not include escalation rates.on monthly payments

‘There are no contingent rents for the above lgase agregments,

Right-of-use assets and related leas¢ liabilities

The amounts recoenized in the consolidated stitement of financial position and cansolidated

statement of comprehensive incoine follow:

‘Right-of-use assels

Office and
Warchouses Vehicles, Eqguipment Tatal Lease liabilities
- AsatJapuary |,
2019, as
prevtousiv stated g - B- B- (E140,069:034)
Effeet of PFRS:16 '
adopticn 1,631,000,195 89,403,785 25312929 1,765.716.909  (1,648,643414)
As at January 1,
2019, as restated. 1651,000,195  ‘R9403 78% 25312929 1,765,716,200  (1,788.712.448)
Additions thmugh - ' o '
‘husiness ]
combinations 123,195036 20,613,585 36,040,215 179,849,736 (179.849.736)
Additions 106,266,085 1.641.821 “1.602,006 115,509,012 {130,392,066}
Amortization _ 262,370.856F (13,761 839)  (15.242,706) (291:375.422) _ -
Payirients of principal - - - - 224077124
_P:)ymems of interests - - - - 54.771.808
Aedretion of inferest - - - - 2,380,730
As-at.June 3, 2019 BL,618,091,360 $I7,897,332° P33 TI2.444 P1,769,701,135  (#1,837,722,588)

The Group recoghized rent expense from:short-terin leases of £274.81 million and leases of lowy-

‘value assets of P7.02 million for the six months ended June 30, 2019 (see Notes 17 and. 18):

Lease liabilities recognized under PFRS 16 amounted-to £1,837.72 million, B610.46 million of
which is: ‘presented.under cuirrent liabilities. The Group also reclassifi ed from Property and
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equipment recognized under finance lease to Right-of-use assets amounting to R76.44 miillion
{see¢ Note'2). Interest expense-arising from the accretion of the present yalue of the minimuni
lease payments amgunted 1o 2] 46 million for the six months ended June 30, 2019,

The follosving summiarized thie-maturity profile of the Group’s lease fiabilities as of
June 30, 2019:

Not later than | year B610,468,776
Later than T year but not later than 5 years ].,063_,984,_04'8
Later than 5 vears 163,269,764

$1,837,722,588

(b) Rent Expenses
The rent expenses recognized under cost of services and operatm}:, expenses in the interim
donsolidated statement of comprehensive income for the six months ended June:30, 2019 are
considered short-term leasés or low valug assets where the recognition exernption is applied.

Far the six months ended June 30

2019 2018
(Unaudited) {Unaudited).
‘Cost of services £236,367,150 £326,395.461
QOperating expenses 45,462,373 125,455,048
£281,829,523 P451,850,509

The comparative rent expenses for the six manths ended June 30, 2018 are based on PAS 17.

Deferred lease liability arising from straight Tine recognition of lease payments under PAS 17
amounting to 261.89 million as of December 31, 2018 is:included in the non-cutrent portior of’
Jease liabilities aceount in:interim consolidated financial position.

The Group has security deposits arising from the said lease agreements amounting to
£238 37 million and B312.43 million &5 at June 30, 2019-and December 31, 2018, respectively.
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(c) Finance lease

These involve leases of transportation equipment which were accounted for as finance leases.
The components of the finance lease obligation as at December 31; 2018 arising from these leases:
are as follow:

December 31, 2018,

(Audited).
Gross. finance lease obligations
Not later than one year P26,943,343
Later than | yeat but not later than 5 years 65,479,002
92,422,345
Future finance lease charges on the finance leasé
Not later-than one year (6,672,051)
Later than 1 year but not later than.5 vears (7,573.842)
{14,245893):
P78,176,452

The present value of minimum lease payments is as follows:

December 31,

2018

(Audited)

Not later than 1 year $20,271,292
Later than | year but riot-later than 5 years 57,905,160

P78,176,452

Interest expense on 'the above lease obligations charged to finance costs amounted to B1.59 million:
for six months ended June 30, 2018.

21. Retirement Benefits

The compionents of liability recognized in the interim consolidated statements of financial position for
the existing retirement plan: follow:

June30,  December 31,

2019 2018

(Unaudited) {Audited)

Present value of defined benefit obligation £1,014,082,207  P803,245,359
Fair value of plan assets (359,143,343)  (130,980,215)

B654,938,864  P672,2635,144

The Group has no existing transaction either directly or indirectly witli its emplayees’ retirement
benefit fund.
The pension cost for the interim periods and the present value of the defined benefit obligation as at

June 30, 2019 ‘were calculated by extrapolating the latest actuarial valuation reports for the year ended
December 31, 2018, respectively.
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22. Finan<ial Risk Management Objectives and Policies

The Group has various financial assets such as cash and cash equivalents, restricted cash, trade and
other receivablés (e*{cludmg advances to officers-and emp]oyees) due from related parties, financial
assets at FVPL. financial assets at FVOCI, and *short=term investments’ under other current assets,

The Group’s financial lighilities comprise of accounts and other payables (excluding statutory
liahilities and advances inténded foi-the subscription of shares), due to related parties, notes payable,
transmissions: liability, finance lease liabilities, dividends payable; derivative llablhty bond payable

and.other nencurrent liabilities. The main purpose of these financial liabilities is to finance the
Group’’s operations.

"The main risks arising from the Group’s financial instruments aré-price risk, interest rate risk,
liquidity risk, foreign-currency risk and credit risk. ‘The BOD reviews and approves policies for
managing each of these risks which are summarized below.

Pricerisk

The Group ¢losely monifots the prices of ifs equity securities as welt as mactoeconomic and entity-
specific factors which could directly or indirectly affect the prices of these instruthents. In case of an
expected decline in its portfolio of equity securities; the Group readily disposes or trades the
securities for replacement with mote viable and less risky investments.

Such investment securities are subject to, price tisk due to changes in-market values:of instruments
arising either from factors specific to individual instruments or their issuers, or factors affecting all
instruments traded in the market.

The follewing table shows, the effect on-comprehensive income should thie change in the close share:
price of quoted and unquoted equity securities-occur as at June 30,2019 and 2018 with all other
vatiables-held constant,

_Effect on comprehengive inconte

June 30, June 30,
2019 2018
(Unaudited) {Unaudited}
Change-in share price
Increase by 5% £20,286,248 P19,115,887
Decrease by 5% (#20,286,248) (B19,115,887)
Change in NAV
TIncredse by 5% P1,054,454 B16,312,018
Decrease by 5% (B1,054,454) (#16,312,018)

The Group is also exposed to: équity price risk in the fair vatue of the derivative liability due to the
embedded equity conversion feature. Furthermore, at a given point in time in'the future until maturity
date, the derivative liability. has.a rédemption option offering a minimum return in case the value of
the conversion featuie is low. '

The following table-shows the effect on net incorne should tlie change in theclose share price of the
underlying equity security in the convertible instrument.occur as at June 30,2019 with all ether
variables held constant.
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Effect onnet income
June:30, 2019 (Unaudited)

Charige in share price _ _
‘Increase by 5% -_P129,47_{],'2_05_:
Decrease by 5% (B129,470,205)

Interest rate risk and credit spréad sensitivity analvsis

Except for the credit spread-used in the valuation of the convertible redeemable bond, the Group is
not significantly exposed to interest rate risk asthe Group’s interest rate on its cash’ and cash
equivalents and notes- payable are fixed and none of the Group’s financial assets and liabilities carried
at fair value are sensitive to interest tate fluctuations; Further, the impact of fluctuation on mterest
rates on'the Group’s firiance leases-will not significantly impdct the results of operations:

The valug of the Group’s convertible redeemable bond is:driveii prifarily by two risk factors:
underlying stock prices and interest rates, Interest rates are driven by using risk-fiee rafe, which isa
market observable input, and credit spread, which is not based on observable market data. The
following table demaonstrates the sensitivity to.a reasonably possible change in‘credit spread, with all
other variables held constant, on the fair value of the Group’s.embedded conversion option of the
convertible redeemable bond.

Effect in fair valueas of

June 30, Decembet 31,
2019 2018
{Unaudited) {Audited)
Credit spread o
+1% £59,897,180 £58,315,936
~1% (63,042,677) (63,189,129)
Liquidity risk

Liquidity risk is-the risk from inability to meet obligations when. they become dug, because of failure
to liquidate asséts or obtain adequate furiding. The Group ensures that sufficient liquid asséts are
available to meet short-term tunding and regulatory capital requiremeénts.

Tlie Group has a policy of regularly monitoring its cash position to ensure that maturing liabilities:
will be'adequately met.

Prudent liguidity risk management implies maintaining sufficient cash. the availability of funding
through an adequate amount of committed credit facilities and the ability to close-out market
positicns. Management believes that cash generated from operations is sufficient to'meet daily
working capital requirements,

Surplus cash is invested into a range of short-dated money time deposits, which seek to ensure the
security.and liquidity of investment while optimizing yield.

The Group expects-to generate cash flows from its-operating activities mainly on'sale of services.
The Group also has sufficient cash and adéquate. amount of credit facilities with banks to meet any
unexpected obligations,

Foreign curvency risk
Fareign currency risk is the risk that the future cash flows of financial assets and financial liabilities
will fluctuate because.of changes in foreign exchange rates, The Group’s exposure to the risk of
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changes in foreign exchange ratés relates to. the Group’s operatmg dctivities when revenue or
expenses are denominated in-a-different currency from the Group’s functional currency.

The Group opetates inter natmnally through its various interhatichal affifiates by fulfilling the money
temittance and carge delivery.services of these related parties. This exposes the Groupto foreign
exchange risk primarily with respect to Eure (EUR), Hongkong Dollar (HKD), US Dollar (USD),
Japanese Yen (JPY) and Canadian Dollar (CAD). Foreign- exchangc risk arises from future
commereial transactions, foreign currency denominated assets and liabilities and net investments i in
foreign operations.

The Group.entefs.into short-term foreign cumrency forwards, if needed, to manage its foreign currency
risk-from foreign currency denominated transactions.

Information on the Group’s foreigh curtency-denominated monetary assets and liability recorded
‘'uinder cash and cash equivalents, trade and other recéivables and bonds payable in the interim
condenséd consolidated statements. of financial position-and their Philippine Peso equivalents-follow:

June 36, 2012 (Unaudited)

Foreign currency Peso equivalent.
Assets:
Fura 2,745,912 P157,985,430
Horngkong Dollars 16,423,693 109,368,655

The trarisfution exchangd rafes used vere BIT.53 1 £ {RJ' amd P6.o6to HED i in 2059

December 31. 2018 (Audited)

Foreipgn currency Peso equivalent
Assets:
Euro: 2:960:871 B177.119.303
Hongkong Dotlars 16,166.668 108,640,009
US Dodlars. 4.893,355 257,544,627
Japanese yen 13,106.738  P6.029,099
Canadian dollar ‘B72 34,584
Liabilities:
US Daollars . {21.213.491) (1.118.460:095)

The translation exchange rafes nsed were BS0.52 to EL MR 1, P6.72 10 HKD 1, P3261 1o L'SD 1LROA46 10 dPY 1.and R39:66't0
CAD Fin 20148,

The following table demonstrates the sensitivity to a reasonably possible change in foreign exchange:
rates, with all variables held constant, of the Giroup’s income before tax{due to changes in the fair
value. of monetary assets and Ilabllltles net position) as at. Tune30, 2019 and December 31.2018.

Increase (decrease) in

Reasonably possible change in foreign income before tax

excharige réte for every two uriits of June 30,2019 December 3 1,.2018

Philippine Peso (Unaundited) (Audited)
B P38.339,209 ‘£31,834.026
(2) (38;339,209) (31,834,026)

There:is no impact on.the Group’s equity othier than those already affecting profit or-loss and ather
comprehensive income. The movement in sensitivity analysis is derived from current observations an
fluctuations in foreign curtency exchange rates.
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The Group recognized B20.98 million and B146.78 million foreign exchange gains - net, for the three
months period ended June 30, 2019 and 2018, respectively, arising from settled transactions and
translation of the Group’s cash and cash equivalents, investment in FVPL, due from related parties,
trade and other payables and bond payable (see Note 18).

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss.

Credit risk is monitored and actively managed by way of strict requirements relating to the
creditworthiness of the counterparty at the point at which the transactions are concluded and also
throughout the entire life of the transactions, and also by way of defining risk limits.

The maximum credit risk exposure of the Group’s financial assets is equal to the carrying amounts in
the consolidated statements of financial position.

There are no collaterals held as security or other credit enhancements attached to the Group’s
financial assets.

As of June 30, 2019 and December 31, 2018, the aging analyses of Group’s past due and/or impaired
receivables are as follows:

June 30, 2019

Past Due but not Impaired 'mpa'r?d
Financial
1t0 30 days 31to90days Over 90 days Assets Total
Trade and other receivables P29,277,568 P31,476,772 B256,298,452 P163,310,815 P480,363,606
December 31, 2018
Past Due but not Impaired Ir_npalrgd
Financial
1to 30 days 31to90days Over 90 days Assets Total
Trade and other receivables B57,730,537 P13,539,644 B37,752,788 PR154,294,279 B263,317,248

The following tables outline the impact of multiple scenarios on the allowance for impairment losses:

Associated ECL on

June 30, 2019 GDP growth rate trade receivables
Base case (33%) 7.00% B54,436,939
Upside case (33%) 10.00% 54,338,808
Downside case (33%) 4.00% 54,535,069
P163,310,816

Associated ECL on

December 31, 2018 GDP growth rate trade receivables
Base case (33%) 6.30% B51,431,426
Upside case (33%) 9.30% 51,314,974
Downside case (33%) 3.30% 51,547,879

P154,294,279
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Capital Management

The Group’s objectives in managing capital are to safeguard the Group’s ability to continue as a
going concern so that it can continue to provide shareholder returns and to maintain an optimal capital
structure to reduce the cost of capital and thus, increase the value of shareholder investment.

In order to maintain a healthy capital structure, the Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce debts. Management has assessed that the
Group is self-sufficient based on historical and current operating results.

The capital that the Group manages is equal to the total equity as shown in the interim condensed
consolidated statements of financial position at June 30, 2019 and December 31, 2018 amounting to
P3,804.36 million and R3,277.97 million, respectively.

23.

Fair Values

The methods and assumptions used by the Group in estimating the fair value of the financial
instruments are as follows:

The carrying amounts of cash and cash equivalents, trade and other receivables, due from/to related
parties, short-term cash investments, accounts and other payables, transmissions liability, dividends
payable and the current portion of notes payable and lease liabilities approximate their fair value.
These financial instruments are relatively short-term in nature.

The fair value of equity financial assets at FVOCI is the current closing price while the financial
assets at FVVPL is based on the published net asset value per unit as of reporting date.

The estimated fair value of derivative liability as at June 30, 2019 is based on an indirect method of
valuing multiple embedded derivatives. This valuation technique uses binomial pyramid model using
stock prices and stock price volatility. This valuation method compares the fair value of the option-
free instrument against the fair value of the hybrid convertible instrument. The difference of the fair
values is assigned as the value of the embedded derivatives.

The significant unobservable input in the fair value is the stock price volatility of 16.08% for the six
months ended June 30, 2019. A 5% increase (5% decrease) in the stock price volatility would
decrease by 21,902 (increase by B754) the fair value of the derivative liability.

The plain bond is determined by discounting the cash flow, which is simply the principal at maturity,
using a discount rate of 14.74%. The discount rate is composed of the matched to maturity risk free
rate and the option adjusted spread of 13%.

The estimated fair value of long-term portion of notes payable as at June 30, 2019 and
December 31, 2018 is based on the discounted value of future cash flow using applicable rates
ranging from 5.75% to 6.00% and 5.10%. to 6.97%, respectively.

The fair value of the long-term portion of lease liabilities as at June 30, 2019 and December 31, 2018
is based on the discounted value of future cash flow using applicable interest rates ranging from
6.07% to 6.09% and 5.10% to 6.97%, respectively.

The estimated fair value of other noncurrent liabilities as at June 30, 2019 and December 31, 2018 is
based on the discounted value of future cash flow using applicable rate of 6.60% to 6.94% and 5.10%
t0 6.97%, respectively.
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The discounting used Level 3 inputs such as projected cash flows and other market data.

Except for the fair values of financial assets at FVOCI which are classified as Level 1, the

discounting used inputs such as cash flows, discount rates and other market data, hence are classified

as Level 3.

The financial asset at FVPL is under the Level 2 category.

The quantitative disclosures on fair value measurement hierarchy for assets and liabilities as at
June 30, 2019 and December 31, 2018 follow:

June 30, 2019 (Unaudited)

Fair value measurements using

Quoted pricesin

active markets Significant
for identical Significant unobservable
assets observable inputs inputs
Carrying values Total (Level 1) (Level 2) (Level 3)
Assets measured at fair value
FVOCI P405,724,954 B405,724,954 B405,724,954 B- B-
FVPL 21,089,070 21,089,070 - 21,089,070 -
Liability measured at fair value
Derivative liability 1,459,903,376 1,459,903,376 - - 1,459,903,376
Liabilities for which fair value are disclosed
Bond payable 1,164,478,010 1,167,193,930 - - 1,167,193,930
Long-term notes payable 572,500,000 490,665,109 - - 490,665,109
Noncurrent lease liabilities 1,227,253,812 1,367,149,962 - - 1,367,149,962
Other noncurrent liabilities 57,784,581 61,336,076 - - 61,336,076
December 31, 2018 (Audited)
Fair value measurements using
Quoted prices in
active markets for Significant Significant
identical assets observable unobservable
Carrying values Total (Level 1) inputs (Level 2) inputs (Level 3)
Assets measured at fair value
FVOCI B337,453,928 P337,453,928 B337,453,928 B- B—
FVPL 131,294,744 131,294,744 - 131,294,744 -

Liability measured at fair value

Derivative liability 1,406,175,427
Liabilities for which fair value are disclosed

Bond payable 1,108,417,074

1,406,175,427 - -

1,104,307,001 - -

1,406,175,427

1,104,307,001

Long-term notes payable 532,500,000 508,026,630 - - 508,026,630
Noncurrent lease liabilities 57,905,160 53,043,481 - — 53,043,481
Other noncurrent liabilities 79,986,182 71,378,284 - - 71,378,284

During the six months ended June 30, 2019 and year ended December 31, 2018, there were no
transfers between Level 1 and Level 2 fair value measurements and no transfers into and out of

Level 3 fair value measurements.

24.

Segment Reporting

Management has determined the operating segments based on the information reviewed by the

executive committee for purposes of allocating resources and assessing performance.

The Group’s two main operating segments comprise of logistics and money transfer services. The
executive committee considers the business from product perspective.
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The Group’s logistics products are geared toward both retail and corporate clients. The main services
offered under the Group’s logistics business are domestic and international courier and freight
forwarding services (by way of air, sea and ground transport).

Money transfer services comprise of remittance services (including branch retail services, prepaid
remittance cards and online and mobile remit) and bills payment collection and corporate remittance
payout services. Money transfer services include international presence through its branches which
comprises international inbound remittance services.

Set below is the disaggregation of the Group’s revenue from contracts with customers:

For the six months ended June 30, 2019
Money transfer

Segments Logistics services Total
Type of Customer
Retail B4,950,749,359 P377,762,553 B5,328,511,912
Corporate 2,361,778,376 157,178,092 2,518,956,468
Total revenue from contracts with customer B7,312,527,735 B534,940,645 B7,847,468,380
Geographic Markets
Domestic B5,421,294,763 P377,762,553 B5,799,057,316
Overseas 1,891,232,972 157,178,092 2,048,411,064
Total revenue from contracts with customer B7,312,527,735 B534,940,645 B7,847,468,380

For the six months ended June 30, 2018

Money transfer

Segments Logistics services Total
Type of Customer

Retail B3,295,682,250 B426,005,165 B3,721,687,415

Corporate 2,013,569,361 47,497,146 2,061,066,507
Total revenue from contracts with customer B5,309,251,611 B473,502,311 B5,782,753,922
Geographic Markets

Domestic B4,427,790,565 B405,238,499 B4,833,029,064

Overseas 881,461,046 68,263,812 949,724,858
Total revenue from contracts with customer B5,309,251,611 B473,502,311 B5,782,753,922

The Group disaggregates its revenue information in the same manner as it reports its segment
information.

The revenue of the Group consists mainly of sales to external customers. Revenue arising from
service fees charged to affiliates amounted to B61.89 million and B199.86 million for the six months
ended June 30, 2019 and 2018, respectively.

Seasonality of Operations

The Group’s operation tends to experience increased volume in remittance transmission as well as
cargo throughout the second quarter and fourth quarter of the year, particularly during the start of the
school year and during the Christmas holiday season.
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25. Basic/Diluted Earnings Per Share

The following table presents information necessary to calculate earnings per share (EPS) on net

income attributable to owners of the Parent Company:

For the six months ended June 30,

2019

(Unaudited)

2018
(Unaudited)

Net income attributable to equity holder of the

Parent Company P 561,876,923 P1,185,825,717
Less profit impact of assumed conversion of bonds
payable 36,641,824 (318,047,138)
P598,518,747 P867,778,579
Weighted average number of common shares outstanding 1,425,865,471 1,425,865,471
Dilutive shares arising from convertible debt 200,988,462 202,650,000
Adjusted weighted average number of common shares for
diluted EPS 1,626,853,933 1,628,515,471
Basic EPS P0.39 P0.83
Diluted EPS P0.37 P0.53

26. Notes to Consolidated Statement of Cash Flows

In 2019, the Group has the following non-cash transactions under:

Investing Activities

a. unpaid acquisition of property and equipment amounting to 2754.63 million.
b. offsetting of due from LBCDC against dividend payable amounting to B229.37 million recorded
under ‘Due from related parties’ (see Note 16).

Financing Activities

Details of the movement in cash flows from financing activities are as follows:

Leasing
arrangements
and effect of Foreign Effect of
December 31, adoption of Offsetting of exchange Fair value business June 30,
2018 Cash Flows PFRS 16* Interest dividends movement changes combination 2019
Notes payable P829,500,000 P110,000,000 B- B- = = = B- R939,500,000
Lease liabilities and
other noncurrent
liabilities 220,055,216  (284,394,132) 1,722,211,768 - - - - 179,849,736 1,837,722,588
Convertible bond
(bond and derivative
liability) 2,514,592,501 - - 86,336,623 - (30,275,687) (28,501,818) - 2,542,151,619
Dividends payable 285,173,094 (55,798,368) - - (229,374,726) - - - -
Interest payable 1,570,160 (88,910,156) - 87,339,996 - - - - -
Due to related parties 93,992,129 61,568,765 - - - - - 67,310,147 222,871,041

Total liabilities from B

financing activities P3,944,883,100 (P (257,533,891) P1,722,211,768 173,676,619 (P229,374,726) (P30,275,687) (P28,501,818) P247,159,883 P5,542,245,248

*includes additional leasing arrangements for the six months ended June 30, 2019
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In 2018, the Group has the following non-cash transactions under:

Investing Activities

a. unpaid acquisition of property and equipment amounting to B11.64 million and 21.62 million
for the six months ended June 30, 2018 and 2017, respectively.

b. unpaid acquisition cost of investment in associate amounting to B9.7 million in 2018.

c. assignment of receivable to acquire QUADX amounting to B186 million.

d. unpaid acquisition cost of investment in subsidiaries amounting to B246.18 million.

The Group offset due from LBCDC against dividends payable amounting to B699.47 million in 2017
recorded under “Due from related parties” under operating activities:

Details of the movement in cash flows from financing activities are as follows:

December 31, Leasing June 30,

2017 Cash Flows arrangements Interest 2018

Notes payable P1,041,300,000 (R170,550,000) B- B—  P870,750,000
Lease liabilities 117,723,381 (25,564,854) 20,054,974 (4,825,435) 107,388,066
Due to related parties 2,542,585 12,965,404 - - 15,507,989
Interest paid - (30,444,973) - 31,927,288 1,482,315

Total liabilities from financing activities P1,161,565,966 (P213,594,423) B20,054,974 27,101,853  P995,128,370

27.

Other Matters

Closure of LBC Development Bank, Inc.

On September 9, 2011, the BSP, through Monetary Board Resolution No. 1354, resolved to close and
place LBC Development Bank Inc.’s (the “Bank’) assets and affairs under receivership and appointed
Philippine Deposit Insurance Company (PDIC) as the Bank’s official receiver and liquidator.

On December 8, 2011, the Bank, thru PDIC, demanded LBC Holdings USA Corporation (LBC US)
to pay its alleged outstanding obligations amounting to approximately B1.00 billion, a claim that LBC
US has denied for being baseless and unfounded.

In prior years, the Group has outstanding advances of R295.00 million to the Bank, an entity under
common control of LBCDC. In 2011, upon the Bank’s closure and receivership, management
assessed that these advances are not recoverable. Accordingly, the receivables amounting to
£295.00 million were written-off.

On March 17 and 29, 2014, PDIC’s external counsel sent demand/collection letters to LBC Express,
Inc. (LBCE), for collection of the alleged amounts totaling B1.79 billion. It also sent
demand/collection letter to LBC Systems, Inc. [Formerly LBC Mundial Inc.] [Formerly LBC
Mabuhay USA Corporation], demanding the payment of amounts aggregating to 911.59 million on
March 24 and 29, 2014, July 29, 2014, June 17, 2015 and June 26, 2015.

On November 2, 2015, the Bank, represented by the PDIC, filed a case against LBCE and LBCDC,
together with other respondents, before the Makati City Regional Trial Court (RTC) for a total
collection of R1.82 billion representing collection of unpaid service fees due from June 2006 to
August 2011 and service charges on remittance transactions from January 2010 to September
2011. PDIC justified the increase in the amount from the demand letters due to their discovery that
the supposed payments of LBCE were allegedly unsupported by actual cash inflow to the Bank.

On December 28, 2015, summons and writ of preliminary attachment were served on the former
Corporate Secretary of LBCE. The writ of preliminary attachment resulted to the (a) attachment of
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the 1,205,974,632 shares of LBC Express Holdings, Inc. owned by LBCDC and (b) attachment of
various bank accounts of LBCE totaling 26.90 million. The attachment of the shares in the record of
the stock transfer agent had the effect of preventing the registration or recording of any transfers of
shares in the records, until the writ of attachment is discharged.

On January 12, 2016, LBCE and LBCDC, together with other defendants, filed motions to dismiss
the Complaint which was denied by the RTC, and then by Court of Appeals (CA). LBCE and
LBCDC filed a motion for reconsideration on March 21, 2019 and is now pending resolution.

On January 21, 2016, LBCE and LBCDC filed its Urgent Motion to Approve the Counterbond and
Discharge the Writ of Attachment which was resolved in favor of LBCE and LBCDC. On

February 17, 2016, the RTC issued the order to lift and set aside the writ of preliminary

attachment. The order to lift and set aside the preliminary attachment directed the sheriff of the court
to deliver to LBCE and LBCDC all properties previously garnished pursuant to the writ. The
counterbond delivered by LBCE and LBCDC stands as security for all properties previously attached
and to satisfy any final judgment in the case.

From August 10, 2017 to January 19, 2018, LBCE, LBCDC, the other defendants and PDIC were
referred to mediation and Judicial Dispute Resolution (JDR) but were unable to reach a compromise
agreement. The RTC ordered the mediation and JDR terminated and the case was raffled to a new
judge who scheduled the case for pre-trial proceedings.

On or about September 3, 2018, PDIC filed a motion for issuance of alias summons to five individual
defendants, who were former officers and directors of the Bank. For reasons not explained by PDIC,
it had failed to cause the service of summons upon five of the individual defendants and hence, the
court had not acquired jurisdiction over them. Since PDIC was still trying to serve summons on the
five individual defendants and thus, for orderly proceedings, LBCE and other defendants filed motions
to defer pre-trial until the RTC had acquired jurisdiction over the remaining defendants.

On January 18, 2019, PDIC filed its Pre-Trial Brief. LBCE and other defendants, on the other hand,
filed its own Pre-Trial Brief without prejudice to their pending motions to defer Pre-Trial.

On May 2, 2019, at the pre-trial hearing, the judge released his Order, whereby, among others, he
granted the motion to defer pre-trial proceedings in order to have an orderly and organized pre-trial
and deferred pre-trial hearing until the other defendants have received summons and filed their
answers. In the meantime, the parties have proceeded to pre-mark their respective documentary
exhibits in preparation for eventual pre-trial.

Four of the five individual defendants have already received summons and have filed motions to
dismiss the case, all of which are pending resolution.

In relation to the above case, in the opinion of management and in concurrence with its legal counsel,
any liability of LBCE is not probable and estimable at this point in time.

28. Subsequent Events

Sale of QUADX Inc shares and assignment of receivables

On July 1, 2019, LBCE then sold all its QUADX shares to LBCDC for the same cash consideration
payable no later than two years from the date of sale, subject to any extension as may be agreed in
writing by the parties. On the same date, LBCE, LBCDC and QUADX entered into a Deed of
Assignment of Receivables whereas LBCE agreed to assign, transfer and convey its receivables from
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QUADX as of March 31, 2019 to LBCDC which shall be paid in full, from time to time starting
July 1, 2019 and no later than two years from the date of the execution of the Deed, subject to any
extension as may be agreed in writing by LBCE and LBCDC.

QUADX Inc. owns, maintains and operates an e-com website including but not limited to an online
marketplace, online marketing services, and an online retail store. The divestment by the Parent
Company of its QUADX Inc. shares is being made pursuant to the plans of the Parent Company to
refocus the strategic direction for QUADX Inc., which may include implementing certain
organizational changes, with a view of turning around the losses of QUADX Inc.

Following the loss of control of QUADX Inc., LBCH shall derecognize the carrying amounts of the
assets (including goodwill) and liabilities of QUADX, Inc. and the carrying amount of any NCI at the
date when control is lost including any components of OCI attributable to NCI. LBCH shall also
recognize the fair value of the consideration received and any resulting difference as gain or loss in the
statement of comprehensive income attributable to the Parent Company. An estimate of the financial
effect cannot be made as at the date the interim condensed consolidated financial statements are
authorized for issue.

Completion of LBC Hawaii acquisition

Effective July 1, 2019, the Parent Company’s purchase of LBC Mabuhay Hawaii Corporation was
completed upon approval by the US Regulatory bodies that oversee and/or regulate this entity. LBC
Mabuhay Hawaii operates as a cargo and remittance Company in Hawaii, USA. The Parent Company
purchased 1,536,408 shares or 100% of the total outstanding shares from LBC Holdings USA
Corporation for a cash consideration of US $0.34 million. This acquisition was expected to contribute
to the global revenue stream of the Group.

Details of the fair value of the net identifiable assets and liabilities assumed of LBC Hawaii are
incomplete as of the time the financial statements are authorized for issue since the entity is not
reporting under PFRS.
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LBC EXPRESS HOLDINGS, INC.

SCHEDULE OF RETAINED EARNINS AVAILABLE FOR

DIVIDEND DECLARATION
FO_'R_ THE SIXMONTHS ENDED JUNE 30,2019

Unappropriated retained earnings, as adjusted to available for
dividend distribution, as at January 1, 2019

£972,306,681

Add: Nétincome actually earned/realized during the period:
Net income during the peried closed:to retainéd earnings
Less: Nén-actual/imrealized incorme net of tax
‘Equity in net income of associate/joint venture
Unrealized foreign exchange gain - net (éxcept those:
attributable to Cash and Cash equivalents)
Unrealized actuarial gain
_Fair value adjustment (M2M-gains)
Fair value adjnstment of Investment Property Tesulting to
Eam
Adjustmient dug to deviation from PFRS/GAAP-gain
Other-uniealized gains or adjustments to the retained
earnings as a result of certain transactions accounted
for under the PFRS
Add: Nen-actual losses
Depreciation ori revaluation inciement (after tax)
Adjustment due to deviation-from PFRS/GAAP-loss
Loss on fair value adjustment of investment property (after
tax)

(B53,331,561)
30,275,687

28,501,818

Net incoiné dctually earnéd during the period
Add (Less):
Dividend declarations during the petiod
Appropriations of retained earnings. during the period
Reversals of appropriations
Eftfects of prier petiod adjustments
Treasury shares

(112,109,066)

TOTAL RETAINED. EARNINGS, END.
AVAILABLF FOR DIVIDEND DECLARATION

P860,197.615




LBC EXPRESS HOLDINGS, INC. AND SUBSIDIARIES

SCHEDULE ‘OF FINANCIAL SOUNDNESS INDICATORS

FOR THE SIX MONTHS ENDED JUNE 36,2019 AND 2018

Financial Soundness Indicators

Below are thie financial ratios that are relevant to the Group for the six months ended June 30 and fiscal

year ended December 31, 2018:

Financial ratios 2019 2018
‘Current fatic Clurrent asscts 1.40:1 1710
© Current liabilities.
Débt to'equity ratio Total liabilities 2.76:1 2471
' Stockholders™ Equity
Debt to total assets ratio Total liabilities 0.73:1 0.71:1
_ Total assets

Return-on average assets, Net income atfributable to Parent -
Company 4.34% 13,07%
Average assets

Book value pershare Stockholders’ equity 2271 B2.30

' ' ‘Total number of sharés
Basic-earningd per share Net income atribufable to Parent
' Company ' 039 P0.95

Weighted average number of
.common shares cutstanding

Diluted earnings per share Net'income attributablé to Pareit
Company #0.37 B).68

Adjusted weighted average number

‘of cornmon shares for diluted EPS



LBC EXPRESS HOLDINGS, INC. AND SUBSIDIARIES
SCHEDULE OF ALL EFFECTIVE STANDARDS AND INTERPRETATIONS
UNDER PHILIPPINE FINANCIAL REPORTING: STANDARDS

Philippine. Finaricial Reporting Standards

PFRS 1 First-time Adoptipn.DfPhiiippine-'Fiﬁanci'a] v
Reporting Standards -
PPFRS 2 ‘Share-based Payment v
Amendments to PFRS 2, Classificdtion and :
Measurement of Share-based Payment . v
Transactions.
PFRS.3 Business Cotnbinations J
PFRS 4 Tnsurance Contracts v
Amendments to PFRS 4, Applying PFRS9
Finaricial Instruments with PFRS 4 Insurance | v
Confracts
‘PFRS 5. _Ngn;—cu__r_ren_t Assets Held for Sale and Y
Discontinued Operations
dPF-RSi [ Exploration for and Eval uafi'on of Mineral ' 7
Resources |
Pi‘[{s’; o nCl_E_li__I nstl umeﬁn'{s D;;;];S_,lims R J ...................................... e )
PFRS 8 Operating Segments J
PFRS 9 Financial Instruments. v
PFRS 10 Consolidated Financial Statements \ v
PFRS 11 Joint Arrangements | v
PFRS 12| Disclosure of Interests in Other Enisies | v R
'PFRS 13 Fair Value Measurement J
PFRS 14 Regulatory Deferral Accounts: ) v
PFRS 15 Revenue -fr_om Contracts with Customers J
PERS 16 Leases ! V4 ‘
.Ph;];ppme Ac;ou“tmg _Standa]ds e e - -
PAS | Presentation of Finaricial Staternénts J
PAS2 Tnventaries v
PAS 7 Stitement of*Cash-Flows. v
PAS 8 Accounting Policies, Changes in Accounting 7
Estimates and Errors
ﬂP'AS 19 Everits after the Reporting Period '
PAS 12 Income Taxes v




PAS 16

TERIC-1

Property. Plant and Equipment i v

PAS 17 | Leases A

PAS 19 Employee Benefits ' v

PAS20. Accournting for Goverhment Grants and Y
Disclosure of Governiment Assistance’

PAS 21 The Effects of Changes in Foreign. Exchange 7
Rates '

PAS23 Borrowing Costs v

PAS 24 Related Party Dlsclosures . J

PAS ‘76 Accounting and Reportmg by Retlrement : 7
Benefit Plans

PAS 27 Separate Financial Statements. | v

PAS 28 Investments in Associates-and Joint Ventures v
Amendments to PAS 28, Measuring an
Assotiate:or Joint Venture at Fair Value- (Part ' J
of Annual Improvements to'PFRSs 2014 -
2016 Cycle)

PAS 29 Financial Reporting. in Hyperinflationary J
Economies '

PAS32 'Fina'neia! Instruments: Presentation. v

PAS 33 Earnmg,s per-Share v

PAS 34 Interim Financial Repomng N

PAS 36 Impairment of Assets’ v

PAS 37 Provisions, Contingent Liabilities and J
Contingent Assets

PAS 38 Intangible Assets v/

PAS30 Financial Instfuments: Recognition and J
Measurement _

PAS 40 Investrment Property v
Amendments to PAS 40, Transfers of y

_ [nvestment Property

PAS 41. Agriculture v

Philippine Interpretations

Philippine Changes in Existing Decommissioning;

Interprétation | Restoration and Similar: Liabilities v




"Phi'lip_pi ne : Members® Shares in Cao-operative Entities and ';
Tnterpretation ; Similar [nstruments ;
IFRIC-2 |
Philippine Determining whether-an Arfangement
Interpretation |contains a Lease v
{ IFRIC-4
I Phil ippine Rights to Interests arising from
Interpretation | Decommissioning, Restoration and
IFRIC-5 Environmental Rebabilitation Funds
Philippine Liabilities atising from Participating in a
Interpretation | Specific Market - Waste Electrical and
FFRIC-6 Electronic Equipment
Philippine Applying the Restatement Approach under
Interpretation |PAS 29 Financial Reporting in
IFRIC-7 ‘Hyperinflationary Economies
Philippine Interim Financial Repotting and Impairment
fnterpretation
IFRIC-10
Philippine Service Congession Arrangements:
[nterpretation:
IFRIC-12.
Philippine 'PAS 10 - The Limit on a Defined Benefit
Interpretation 1Asset, Minimumm Funding.Requirements-and
IFRIC-14 their Interaction
Philippine. | Hedges of 4 Net Investment in.a Foreign
Interpretation | Operatiofn’
IFRIC-16
Philippine Distributions of Non-cash.Assets to Owners
Interpretation
IFRIC-17
Philippine Extinguishing Financial Liabilities with
Interpretation | Equity [nstruments
_ IFRIC-19
Philippine Stripping Costs in the: Production Phase of a
Interpretation | Surface Mine.
IFRIC-20
; Philippine Levies
Interpretation
IFRIC-21 ey
Philippine Foreign Currency Transactions and Advance’
Interpretation:  Consideration i
[FRIC-22 | j




Philippine. Intreduction of the Euro

Iriterpretaticn. J-
5107

Philippine Government Assistance - No Specific Relation’

Interpretation |to Operating Activities : v
1SIC-10 ,‘
Philippine | Operating Leases - Incentives f

Interpretation | S
SIC-i5
1 Phil ippine Incorne Taxes - Changes in the: Tax Status of |

Interpretation | an Entity or its Shareholders v
SIC:25 "

Philippine Evaluating the Substance of Transactions

Interpretation :Involving the Legal Form of a Lease v
SIC-27

Philippine. Service Concession Arrangements: ,

Tnterpretation | Disclasures v
SIC:29 |

Phl]]ppme Intangible Assets' - Web Site Costs

Interpretation v
E'S'IC'-32'

Standards tagged as “Not applicable” have. been adopted by the; Group ‘but have no significant covered
transactions for the year ended June 30, 2019,

Standards tagged.as “Not adopted” are standards issued but nat yet effective as of June 30, 2019, The
Group will adopt the Standards and Interpretations when these become effective.
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