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The Group recognized P=20.98 million and P=146.78 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 Impaired 
Financial  

 1 to 30 days 31 to 90 days Over 90 days Assets Total 
Trade and other receivables P=29,277,568 P=31,476,772 P=256,298,452 P=163,310,815 P=480,363,606 

 
 December 31, 2018 

 Past Due but not Impaired Impaired 
Financial  

 1 to 30 days 31 to 90 days Over 90 days Assets Total 
Trade and other receivables P=57,730,537 P=13,539,644 P=37,752,788 P=154,294,279 P=263,317,248 

 

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% P=54,436,939 
Upside case (33%) 10.00% 54,338,808 
Downside case (33%) 4.00% 54,535,069 
  P=163,310,816 

 
  Associated ECL on 
December 31, 2018 GDP growth rate trade receivables 
Base case (33%) 6.30% P=51,431,426  
Upside case (33%) 9.30% 51,314,974  
Downside case (33%) 3.30% 51,547,879  
  P=154,294,279  
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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  
P=3,804.36 million and P=3,277.97 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 FVPL 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 P=1,902 (increase by P=754) 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% 
to 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 

 Carrying values Total 

Quoted prices in 
active markets 

for identical 
assets 

(Level 1) 

Significant 
observable inputs 

(Level 2) 

Significant 
unobservable 

inputs 
(Level 3) 

Assets measured at fair value      
FVOCI P=405,724,954 P=405,724,954 P=405,724,954 P=− P=− 

 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 

 Carrying values Total 

Quoted prices in 
active markets for 
identical assets 

(Level 1) 

Significant 
observable 

inputs (Level 2) 

Significant 
unobservable 

inputs (Level 3) 
Assets measured at fair value      
 FVOCI P=337,453,928 P=337,453,928 P=337,453,928 P=− P=− 
 FVPL 131,294,744 131,294,744 − 131,294,744 − 
Liability measured at fair value      

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

  Bond payable 1,108,417,074 1,104,307,001 − − 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 

Segments Logistics 
Money transfer 

services Total 
Type of Customer    
 Retail P=4,950,749,359 P=377,762,553 P=5,328,511,912 
 Corporate 2,361,778,376 157,178,092 2,518,956,468 
Total revenue from contracts with customer P=7,312,527,735 P=534,940,645 P=7,847,468,380 

Geographic Markets    
 Domestic P=5,421,294,763 P=377,762,553 P=5,799,057,316 
 Overseas 1,891,232,972 157,178,092 2,048,411,064 
Total revenue from contracts with customer P=7,312,527,735 P=534,940,645 P=7,847,468,380 
 
 For the six months ended June 30, 2018 

Segments Logistics 
Money transfer 

services Total 
Type of Customer    
 Retail P=3,295,682,250 P=426,005,165 P=3,721,687,415 
 Corporate 2,013,569,361 47,497,146 2,061,066,507 
Total revenue from contracts with customer P=5,309,251,611 P=473,502,311 P=5,782,753,922 

Geographic Markets    
 Domestic P=4,427,790,565 P=405,238,499 P=4,833,029,064 
 Overseas 881,461,046 68,263,812 949,724,858 
Total revenue from contracts with customer P=5,309,251,611 P=473,502,311 P=5,782,753,922 
 
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 P=61.89 million and P=199.86 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 2018 
 (Unaudited) (Unaudited) 
Net income attributable to equity holder of the  

Parent Company P= 561,876,923 P=1,185,825,717 
Less profit impact of assumed conversion of bonds 

payable 36,641,824 (318,047,138) 
 P=598,518,747 P=867,778,579 

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 P=0.39 P=0.83 
Diluted EPS P=0.37 P=0.53 

 
 
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 P=754.63 million. 
b. offsetting of due from LBCDC against dividend payable amounting to P=229.37 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: 
 

 
December 31, 

2018 Cash Flows 

Leasing 
arrangements 

and effect of 
adoption of 

PFRS 16* Interest 
Offsetting of 

dividends 

Foreign 
exchange 

movement 
Fair value 

changes 

Effect of 
business 

combination 
June 30, 

2019 
Notes payable P=829,500,000 P=110,000,000 P=− P=− P=− P=− P=− P=− P=939,500,000 
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 

financing activities P=3,944,883,100 (P= (257,533,891) P=1,722,211,768 
P= 

173,676,619 (P=229,374,726) (P=30,275,687)  (P=28,501,818) P=247,159,883 P=5,542,245,248 
*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 P=11.64 million and P=21.62 million 

for the six months ended June 30, 2018 and 2017, respectively. 
b. unpaid acquisition cost of investment in associate amounting to P=9.7 million in 2018. 
c. assignment of receivable to acquire QUADX amounting to  P=186 million. 
d. unpaid acquisition cost of investment in subsidiaries amounting to P=246.18 million. 

 
The Group offset due from LBCDC against dividends payable amounting to P=699.47 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, 

2017 Cash Flows 
Leasing 

arrangements Interest 
June 30, 

2018 
Notes payable P=1,041,300,000 (P=170,550,000) P=− P=− P=870,750,000 
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 P=1,161,565,966 (P=213,594,423) P=20,054,974 P=27,101,853 P=995,128,370 

 
 

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 P=1.00 billion, a claim that LBC 
US has denied for being baseless and unfounded.   
 
In prior years, the Group has outstanding advances of P=295.00 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  
P=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 P=1.79 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 P=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 P=1.82 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 



- 47 - 
 
 

 

the 1,205,974,632 shares of LBC Express Holdings, Inc. owned by LBCDC and (b) attachment of 
various bank accounts of LBCE totaling P=6.90 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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