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Express

Holdings, Inc.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of LBC Express Holdings, Inc. (formerly Federal Resources Investment
Group) is responsible for the preparation and fair presentation of the financial statements
including the schedules attached therein, for the years ended December 31, 2019 and 2018,
in accordance with the prescribed financial reporting framework indicated therein, and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable matters related to going
concern and using the going concern basis of accounting unless management either intends
to liquidate the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company’s financial reporting
process.

The Board of Directors reviews and approves the financial statements including the schedules
attached therein, and submits the same to the stockholders.

SGV & Co., the independent auditor appointed by the stockholders, has audited the financial
statements of the company in accordance with Philippine Standards on Auditing, and in its
report to the stockholders, has expressed its opinion on the fairness of presentation upon
completion of such audit.

Signature:
MIGUEL ANGEL A. CAMAHORT\ !
Chief Executive Officer and President

Signature: /

ENRIQUE V. REY, JR. /
Chief Finance Officer

Signed this %ay of W\g 2020.
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INDEPENDENT AUDITOR’S REPORT

The Board of Directors and Stockholders
LBC Express Holdings, Inc.

LBC Hangar, General Aviation Centre
Domestic Airport Road

Pasay City, Metro Manila

Report on the Audit of the Parent Company Financial Statements
Opinion

We have audited the parent company financial statements of LBC Express Holdings, Inc. (the Parent
Company), which comprise the parent company statements of financial position as at December 31, 2019
and 2018, parent company statements of comprehensive income, parent company statements of changes
in equity and parent company statements of cash flows for the years then ended, and notes to the parent
company financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying parent company financial statements present fairly, in all material
respects, the financial position of the Parent Company as at December 31, 2019 and 2018, and its
financial performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor s Responsibilities for the Audit
of the Parent Company Financial Statements section of our report. We are independent of the Parent
Company in accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of
Ethics) together with the ethical requirements that are relevant to our audit of the parent company
financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Parent Company
Financial Statements

Management is responsible for the preparation and fair presentation of the parent company financial
statements in accordance with PFRSs, and for such internal control as managemeptd ines is
necessary to enable the preparation of parent company financial statements that'are free fri materiz
misstatement, whether due to fraud or error. { LasAL
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In preparing the parent company financial statements, management is responsible for assessing the Parent
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Parent Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Parent Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Parent Company Financial Statements

Our objectives are to obtain reasonable assurance about whether the parent company financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with PSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these parent company financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the parent company financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Parent Company’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Parent Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the parent company financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are baged amthe-audit evidence
obtained up to the date of our auditor’s report. However, future events or oﬁﬁiﬁbh'&f}il’lé}}f;(:aﬁse the
Parent Company to cease to continue as a going concern. F2 —r‘g s

€. <4

e Evaluate the overall presentation, structure and content of the parent com cial statements,
including the disclosures, and whether the parent company financial statements represent the '
underlying transactions and events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have comp lied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information required under Revenue Regulations 15-2010 is presented in
a separate schedule for purposes of filing with the Bureau of Internal Revenue and is not a required part
of the basic financial statements. Such information is the responsibility of the management of LBC
Express Holdings, Inc. The information has been subjected to the auditing procedures applied in our
audit of the basic financial statements. In our opinion, the information is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

?Wﬁ?mh Ve d Rzt
fyril Jasfiiin B. Valencia

Partner
CPA Certificate No. 90787
SEC Accreditation No. 1737-A (Group A),
January 24, 2019, valid until January 23, 2022
Tax Identification No. 162-410-623
BIR Accreditation No. 08-001998-74-2018,
February 26, 2018, valid until February 25, 2021
PTR No. 8125312, January 7, 2020, Makati City

May 28, 2020
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LBC EXPRESS HOLDINGS, INC. I’

(Formerly Federal Resources Investment Group Inc.)

PARENT COMPANY STATEMENTS OF FINANCIAL PostTlo'N_j L

December 31
2019 2018

ASSETS
Current Assets
Cash and cash equivalents (Notes 4 and 17) P1,838,629,131 £1,548,935,345
Receivables (Notes 5, 8, 13, 14, 17 and 18) 718,559,131 1,582,609,349
Due from related parties (Notes 14, 17 and 18) 405,424,317 2,548,124
Investment at fair value through profit or loss

(Notes 7, 17 and 18) 1,046,312 1,009,832
Prepayments and other current assets (Note 6 and 10) 18,198,795 10,040,713

Total Current Assets 2.,981.,857,686 3,145,143,363
Noncurrent Assets
Investment in an associate (Note 8) 227,916,452 227,916,452
Investment in subsidiaries (Note 9) 2,194,053,032 1.930,554,146
Deferred tax assets (Note 16) 533,038 =
Advances for future investment in shares (Note 14) = 439,823,608
Other noncurrent assets (Note 6 and 10) 388,350,925 -

Total Noncurrent Assets 2,810,853,447  2,598,294,206

$5,792,711,133  $5,743,437,569

LIABILITIES AND EQUITY

Current Liabilities

Accounts and other payables (Notes 11 and 17) £6,795,180 £21,235,719

Dividend payable (Notes 14, 17 and 18) 14,775,250 285,173,094

Due to related parties (Notes 14, and 17) 43,741 266,771
Total Current Liabilities 21,614,171 306,675,584

Noncurrent Liabilities

Derivative liability (Notes 12, 17 and 18) 2,048,681,561 1,406,175,427

Bond payable (Notes 12, 17 and 18) 1,247,021,058 1,108,417,074

Deferred tax liability (Note 16) = 4,796,731
Total Noncurrent Liabilities 3,295,702,619 2,519,389,232

3,317,316,790  2,826,064.816

Equity
Capital stock (Note 13)
Additional paid in capital
Retained earnings

Total Equity

1,425,865,471 1,425,865.471
55,420,327 55,420,327
994,108,545 1,436,086,955
2,475,394,343  2.917,372,753
£5,792,711,133  $5,743,437,569

See accompanying Notes to Parent Company Financial Statements.
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LBC EXPRESS HOLDINGS, INC.

(Formerly Federal Resources Investment Group Inc.)

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2019 2018
INCOME
Dividends (Notes 9 and 14) £723,002,743 P1,582,594,366
Service fees (Note 14) 30,872,114 29,929,719
Interest (Note 4, 10 and 14) 43,078,225 23,164,559
796,953,082 1,635,688.644
OPERATING EXPENSES (Note 15) 51,687,177 48,013,659
OTHER INCOME (EXPENSE)
Gain (loss) on derivative (Note 12) (642,506,134) 454,198,052
Foreign exchange gain (loss) - net (9,571,924) 91,210,437
Interest expense (Note 12) (183,923.419) (161,654,374)
Others - net (Note 7) 101,745 3,913,821
(835,899,732) 387,667,936
INCOME (LOSS) BEFORE INCOME TAX (90,633,827) 1,975,342,921
PROVISION FOR (BENEFIT FROM) INCOME TAX
(Note 16) (5,121,785) 4,825,235
NET INCOME (LOSS) (85,512,042) 1,970,517,686
OTHER COMPREHENSIVE INCOME — =
TOTAL COMPREHENSIVE INCOME (LOSS) (P85,512,042) £1,970,517,686

See accompanving Notes 1o Parent Company Financial Statements.
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LBC EXPRESS HOLDINGS, INC.

(Formerly Federal Resources Investment Group Inc.)

PARENT COMPANY STATEMENTS OF CHANGES IN EQUITY

Share Retained
Capital Share Earnings
(Note 13) Premium (Note 13) Total
For the year ended December 31, 2019
Balances as at January 1, 2019 P1,425,865,471 P55,420,327 P1,436,086,955 P2,917,372,753
Comprehensive income
Net loss == = (85,512,042) (85,512,042)
QOther comprehensive income = = = o
Total comprehensive loss - - (85,512,042) (85,512,042)
Dividends declared (Note 14) = ) - (356,466,368) (356,466,368)
Balances as of
December 31, 2019 P1,425,865,471 P55,420,327 P994,108,545 P2,475,394,343
Retained
Share Earnings
Capital Share (Deficit)
(Note 13) Premium (Note 13) Total

For the year ended December 31, 2018

Balances as at January 1, 2018

P1.425865471

P55,420,327

(R249,257,637)

P1.232.028.161

Comprehensive income
Net income
Other comprehensive imcome

1,970,517,686

1.970,517.686

Total comprehensive income

1.970,517,686
(285,173.094)

1.970,517.686
(285.173.094)

Dividends declared (Note 14)
Balances as of
December 31. 2018

P1.425.865.471

P55,420,327

P1,436,086,955

B2,917.372,753

See accompanying Notes to Parent Company Financial Statements.
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LBC EXPRESS HOLDINGS, INC.

(Formerly Federal Resources Investment Group Inc.)

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income tax (290,633,827) P1,975,342,921
Adjustments for:
Interest expense (Note 12) 183,923,419 161,654,374
Unrealized fair value gain on investment
at fair value through profit or loss (Note 7) (36,480) (9.832)
Interest income (Notes 4, 10 and 14) (43,078,225) (23,164,559)
Unrealized foreign exchange loss (gain) - net 9,571,924 (91,210,437)
Loss (gain) on derivative (Note 12) 642,506,134 (454,198,052)
Dividend income (Notes 9 and 14) (723,002,743) (1,582,594,366)
Operating loss before changes in working capital (20,749,798) (14,179.951)
Changes in working capital:
Decrease (increase) in:
Receivables (10,075,318) 3,666,122
Prepayments and other current assets (10,116,086) (7,086,359)
Other noncurrent assets (390,855,625) -
Decrease in accounts and other payables (12,854,789) (4,187,623)
Net cash used in operations (444,651,616) (21,787.811)
Interest received 42,127,088 23,164,559
Net cash provided by (used in) operating activities (402,524,528) 1,376,748
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from redemption of investment at fair value through profit or loss 20,000,000 617,757,777
Advances for future investment in shares (Note 14) = (439,823.608)
Dividends received (Notes 18 and 19) 1,092,480,591 =
Acquisitions of:
Investment in an associate (Notes 8 and 19) ~— (218,265,077)
Investment at fair value through profit or loss (Note 7) (20,000,000) (328,580,000)
Investments in subsidiaries (Note 9) (10,206,600) (359,861,780)
Increase in due from related parties (Notes 14 and 19) (216,960,049) (150,081,862)
Net cash provided by (used in) investing activities 865,313,942 (878,854,550)
CASH FLOWS FROM FINANCING ACTIVITIES
Decrease in due to related parties . s - 266,771
Dividends paid PEUREAL OF 1T} H (121,750,437) —~
Net cash provided by (used in) financing ac\tii'ffigsl‘ = L (121,750,437) 266,771
NET INCREASE (DECREASE) IN CA H.AND CASH- -
EQUIVALENTS L e 341,038,977 (877.211,031)

EFFECT OF FOREIGN CURRENCY EXCHANGE RATE
CHANGES ON CASH AND CASH EQUIVALEN'{S

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

(51,345,191)

1,548,935,345

141,788,078

2,284,358,298

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

#1,838,629,131

P1,548,935,345

See accompanying Notes to Parent Company Financial Statements.
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LBC EXPRESS HOLDINGS, INC.,

_ {Formerly Federal Resoureces Investment Groiip Ing)

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

1.

Corporate Information

LBC Express Holdings, Inc. (referred to as the “Parent: Company™or “LBCH™), formerly Federal
Resources Investment Group Inc. (FED), was registerett with the Securities and Exchange
Commission _(_SE.C)_ on July- 12, 1993,

The ultithate parent 4 of the Company-i is LBC Development Corporation (LBCDC). The Araneta
Family is the ultimate beneficial owner. of the Parent Cempany.

FED; before it was acquired by LBCH, undertook ari Initial Public Offermg and Gh
December 21, 2001, FED’s shares were listed on the Philippine Stock Exchange (PSE).

The Parent:Company invests, purchases or disposes: teal @nd personal propetty of every kind and
descnphon, including shares of stock, bonds, debentures, notes; evidences of mdebtedness and other
securities: or obhgatrons of-any corporation, association, domestic and foreign.

The Parent Compauy is a public holding company: with investinénts in businesses of messengenal
gither by sea, air or land of letters, parcels, cargoes, wares, and merchandise, acceptance and
remittatice of money, bills paymentand the like; perfonnance of other: allled general services from
one place of destination to another: within and outside of the Phlllppmes and foreign exchange
tradmg

The Parent Comipany’s registered office address is at LBC Hangar, General Aviation Centre,
Domestié Airport Road, Pasay City, Metto Manila, Philippines.

The-accompanying: financial statements of the Parent Company has been approved-and authorized for
issue by the Parent.Company's Board of Directors: (BOD) on May 28, 2020..

- Summiary of Significant Accounting Policies

Thie principal accounting policies applied in the preparation of these parent company financial
statements is set out below. These policies have been constantly apphed to all years presented, nnless
otherwise stated:

Basig of Preparation
The firiancial statements of the Parent Company have been prepared using:the histerical cost basis,

exceptfor investments.at fair value through profit ot loss. (FVPL) and derivatives: that have been
meastured at fair value. The parent company financial statéments are presented in: Philippine Peso (#),
which is.also the Parent Company’s functional currency. All amounts-are rounded off to the nearest
peso unit-unless otherwise indicated. The Parent Company prepares consolidated financial statements
which are-available in its official place of biisiness.

Statement of. Com_plrance

The accompanying financial statements of the Parent Company. have been prépared in- comphauce

with Philippine Financial Reporting Standards (PFRS).
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Chariges in Accounting Policies. and Disclosures

The accountmg policies. aclopted in'the preparation of the Parent. Company financial statements:are
‘consistent with those followed in the:preparation. of the: Parent Company’s annual financial statements:
for the year-ended December 31, 2018, except forthe: adopt:lon of new standards-effective as:of
January 1, 2019. The Parent: Company has not earty adopted any other standard interpretation or
amendment that has been issued but is-not-yet effective.

‘Except otherwise stated, the adoption of the new accounting stafidards,; amendments and
intetpretations which apply for the first time in 2019, do not have an impact-on the separaté financial
statements of the Parént Company.

* PFRS 16, Legses

PERS 16 supersedes PAS 17 Leases, IFRIC & Determining whether an Arrangement contains.a
Lease, SIC-15 Operating . Leases-incentives and S1C-27 Evaluating the Substance of Transactions
Involving the: Legaf Forrivofa Lease: The standard sets out the pnnc1ples for the recognition,
neasurement, presentation and. disclosute of leases afid reqiiires. lessees to-account forall leases:
under a single-on-balance sheét model. Lessor accounting under PFRS 16:1s substaritially
unchanged unider PAS 17.. Lessors will continue 1o-¢lassify leases as gither operating or finance:
leases using. siriiilar prmctples as in PAS 17, Therefore, PFRS 16 did not have an impact for
leases whete the Parerit Coimpany is the lessor:

This-Standard had.nio significant impact to the Parent Company.
o Amendments to PFRS 9, Prepayment.Feqtures with Negative Compensation

Undér PFRS 9, a debt instrument can bé measiwed at arnortized cost ot at fair value through other
comprehensive income, provided that the contractual eash flows-are “solely paymentsof pnnc1pal-
-and interest-on the principal amount outstanding’ {(the SPPI ¢riterion) and the iristrument is'held
within the appropriate business. model for that classification. ‘The-amendments to PFRS 9 clarify
that a financial asset passes the SPPI criterion tegardless of the event or circiimstance that-causes
the early termma‘uon of the contract and’ irrespective-of which party pays of receives reasonable’
compensation for:the early termination of the contract. The amendments: should be: -applied.
retrospectively. anid are effective from January 1, 2019, with earlier apphcatlon permitted.

These amendments had no impact on the financial statements of the Parent Company.
».  Ameéndments to PAS 19, Employee Benefits, Plan Amendment; Cuirtdilmient or Settlement.

The amendments to PAS 19 address the accounting when a plan amendment, curtailment or
settiement oocurs during a reporting. penod Thie amendmiernts specify that when 4 plari
‘amendment, curtailment or settlement eccurs during the annual feporting petiod, an entity-is
required to:

e Determine current service cost for the remainder of the- penod after the:plan-aniendment,
curtailiment or settlement, using the actuarial assumptions tised.to reieasure ‘the net defined:
ibeneﬁt liability (asset) reﬂecnng the benefits offered under the plan and the plan assets after
‘that event

e Determing net interest for the rémainder-of the period after the plan amendment; curtaihmient-
ot settiement using; the net defined benefit liability (asset) reflecting the beneﬁts offered
under the plan anid'the plan dssets after that event; and tlie discount rate used to remeasure
that net defined benefit liability (asset):
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The amendiments-also.clarify that an‘entity first determines: any past-service:cost, or a gain or loss
on settlement, wrthout considering the. effect of the asset ceiling, “This ainount isTecognized in
profit or loss, An entity then determines-the effect of the asset ceiling after the plan amendment,
curtailment or settlement. Any chatige in that effect, excludmg amounts 1ncluded in the net
interest, is recognized in other comprehensive income:

The amendments-apply to plan- amendiments, crtailments, or settlements occurring on or afier the
beginning of'the first annual réporting period that begins on or after January 1, 2019, with early
apphcaﬁon permitted. The amendments had no impact.on the financial statements of'the Parent
Company-as it did not have any plan amiendments, curtallments, or settlements during:the penod

Amendinients to PAS.28, Long-term Interests 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 is not applied but that, in substance, form part of the nét
investinent iri the associate of joint venture (long-term: mterests) 'I'lus clanﬁcatlon is:Televant
‘becaiise it implies that the expected credit lossmodel in PFRS. 9 apphes to-such }ong-term
interests.

Thi¢ amefidments dlso clarified that, in applymg PFRS.9, an entity does not take account.of any
Tlosses, of the associate or joint venture, or any impairment losseés on the ngt investment,
recogmzed as adJustments to the net investment in the associate or joint venture that-arise from
applying PAS 28, Investinents in Assaeiates-and Joint Ventures.

The amendments should be applied retrospectively and-are effective from- Jariuary: 1, 2019, Wlth
earlyapplication permmed -Since the Parent Company does not have suchi lon g—term interests in
its associate and/or Jolnt venture; the'amendments do-not have an impact enits financial
statemients for the year ended Deceinber. 31, 2019.

Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments

The interpretation addresses the-accounting for i ingome taxes when tax treatrnents involve
uncettainty that affects the apphcatlon of PAS 12, Income Taxes, and does not apply to taxes or
levies ouisidé the'scope of PAS 12, hot does it specnﬁcally include requxrements relating to
mterest and _penalties associated Wlth uncertain tax treatments;

The interpretation specifically addresses the following:

» -whether an entity considers uncertain tax treatments: separately

¢ the assumptions an entity makes about the examination of tax treatments by taxation
‘anthotities

o how-an-entity determines:taxdble profit (fax Toss); tax bases, unused tax losses, unused tax
credits and tax rates- ' -

o how an-entity considers changes in facts and circumstances

The entity is equired to-determine whether to consider each uncertain tax treatment separately or
together with one or'more other uncertain tax treatments-and use the approach that better predlcts
the resolution; of the ungertainty.. “The entity. shall assurhe that the taxation avthority: will examine
amounts thatit haga: r1ght to.examine and Have full knowledge of all related information when.
making those exaniinations, ‘If:an-entity conchides that it:is not probable that the taxation
authority will dccept-an uncertain tax treatrent, it shall reflect the effect of the uncertainty for
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each uncertain tax tréatment using tlie method the entity expects 10 better predict the resohition of
the uncertainty.

Upon adoption’ of thie Interpretation, the Parent: Company considered ‘whether it has aiiy undertain
tax positions, particularly those relating to the. taxablhty of certain income and the non<-

deductlblhty of certain expenses for income tax reporting purposes. ‘This iritefpretation” did not
have any impact to the. Parent.Comipany’s financial statements because there is-no uncertainty
involved in the tax treatments made by management. in connection with the calculationof its
current-and ‘deferred taxes.

Annual Improvements to PFRSs 2015-2017 Cycle

¢ Amenditients to PERS. 3, Business Combinations, and-PFRS 11, Joint Arrangements;
Previousty Held Interest in a Joint Operation:

The amenditients. clanfy thiat, when an entity obtains control of a business that i$ a joint operation,
it applies the requlrements for a business combination achieved in. stages, including remeasuring
previously held interests-in the assets and liabilities of the joint‘operation at fair value. In doing

50, the acqulrcr remeasures-its entire previously held intérést in the joint operation. .

A party that participates in, but does hiothave joint control of, a Jomt operation might obtain joint

‘control of the joint operation in-which the activity 6f the joint operation constitutes.a business as

defined in PFRS.3, The amendments clarify that the previously held interests in thaf joint
operatién are not rémeasuréd.

An entity applies those amendments to- business combinations for which thie acqulsmon déte: is on

‘or after the beginning.of the first annual reportmg penod begmmng on or-aftér.

January 1, 2019 and to.transactions iri which it obtains joint control-on'er- affer the beginning of
the first-annual reporting périod beginning on.or affer January 1, 20. 19, with- eariy application
permitted.. These amendments have currently no impact to the: Parent Company.

o -Amendments t6 PAS 12; Jrncome Tax Consequences qfﬁqymenrs an Financial Instruments
Classified as Equity ' -

The amendments clarify that the income tax cotisequences:of dividends are linked:more directly
to past fransactions or events that generated distributable profits than to distributions to:owners;
Therefore, an ‘entity recognizes the income tax consequences ‘of dividends in profit‘or loss, other
comprehenswe income-or equity according to-where: the entity-originally recognized those past
transactions: or events:

An entity: applies those amendments foi atinual reporting periods beginning on or after January 1,
2019, with earlier apphcat1on penmtted These amendments have currently no impdct to the
Parerit. Company

o Amendments to PAS 23, Borrowing Costs, Borrowing-Costs Eligible for Capitalization
The-amendments.clarify that.ai entity treats as part:of general borrowings any "bcrrowin'g
originally made to: develop a qualifying asset when substantidlly-all of the activities necessary to:
prepare that asset for its infended use or sale are complete.
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An'entity applies those ainendinents 1o borrowing costs incurred on or-after the beginnming of the:
annual reporting period in which the entity first’ apphes those améndments. -An entity apphes
those amendments for anmual reporting periods beginning on-or after January 1, 2019, with- early
application permitted. These amendments have currently no impact to the: Parent Company.

Standards Tssued But Not Yet Effective

‘Pronouncenents tssiied but.siot veteffective are listed below. Unless otherwise indicated, the Parent
Compaity does not expect that the future adoption of the said proneuncements -will have a significant
impact.on'its: financial statements. The Parent Company ] ifitenids to adopt the: following

pronouncements when they become effective.

Effective beginning on-or after-January 1, 2020
o Amendments to PFRS:3, Definition 6f a Busiitess

Thie amendmerits.to PFRS:3 clarify the minimum reqmrements to bé a business, remove the
assessment of a‘market participant’s ability to.replace missing elements, and narrow the définition 6f
outputs, The: amendments also add guidance 10 assess whether an- acquired. process is. substantwe and,
-add illustrative examples. -An optional fuir value ¢concéntration test is. introduced which permits a
simplified assessment of whether an acquired set ofactivities and assets is.not a business:

An eritity applies those a‘r’h'et'ldm'énts--pros’p'ectivéiy'for- anriual 'repq"r’ti_r;g- per-iods beginn'ing_'-gn. or after
January 1, 2020,-with eatlier application permitted, ”
These amendments have no impact on.the finaneial statements. of the Parent Company.

. Amendmentb to. PAS 1, Presentation of Finaricial Staterients, and PAS 8, Accounting Policies,
Changes in Accounfmg Estimates and Errors, Definition of Material

The amendmients réfine the definiition of material in PAS 1 and aligti the definitions used-across-
.PER Ss.and other pronguncements.. They are intended to improve the understanding of the-existing
Tequitements: rather than to; mgmﬁcantly impact an ermty s materiality judgements.

An entity.applies those amendmerits prospectively for'annual reporting: periods begmmng on or after
January 1, 2020, with earlier application permitied.

The amendments will apply: on future disclosures of the Parent Company.
Effective beginning on or dfter January 1, 2021
* .-PFRS-11?,_.Irzs%uraﬁce--(ffomr'acts

PFRS 17 .15 a comprehensive new accounting standard for ingurance contracts covering:
recognitien and measurement, presentation and disclosure. Once eﬂ'ectwc PFRS 17 will replace
PFRS 4, Insurance Contracts; This new standard ‘on insuranée contfacts apphes to-all typesof
insurance contracts (i.¢.; life, non-life, direct insurance and re-insurance); regardless of the type of
entities that issue them, as well as:to certain guarantées-and financial instruments with
.dlscretlonary part1c1pat1011 features. A few scope exceptions will apply

The overall objéctive.of PFRS 17 is to'provide an accounting model forinsurance contracts that

Zis:more useful and consistent for insurers. In contrast fo the requiréments in PFRS 4, which are
Iargely ‘based-on grandfathering previous local accounting policies, PFRS 17 prowdes 4
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comprehensive model for insurance contracts, covering all relévant accounting aspects: ‘The core,
'of PFRS 1715 {he general model, supplemented by:

& A specific.adaptation for contracts with direct participation features
(the variable fe¢-approach)
o A simplified approach (the prémium allocation approach) mamly for'short-duration contracts

PFRS 171s effective for reportmg periods beginning onor after January 1, 2021, with comparative

figures required. . Early application is permitted.

PFRS 17 is not applicable to the Parent Company since it does not have-activities that-are
predommant]y connected with insurance or jssué itisuranice contracts.

Deferred effectivity

Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale.or Contribution
of Assetsbetween an Investor and its.Associate or. Joint Venture

The amendments address the conflict bétween PFRS 10 and PAS 28 in-dealing with the loss of
conitrol of a'subsidiary thatis sold or contributed fo an associate or joint venture. The
amendmeiits clarify thata full gdin of. loss:is. recogmzed when a transfer to an assocmte or’joint
venture involvesa business as definedin PFRS 3, Business Combinations. Any gain orloss

‘tesulting from the sale or contribution of assefs that does not constitute & business, however, is

recogrized only to the extetit of unrelated-investors’ interests in the associate or joint venture.

‘On January 13, 2016, the Financial' Reporting Standards Coungil deferred the. ongmal effective:

date of January 1, 2016 of thesaid amendments.until the: Intcmatmnal Accountlng Standards

Board (IASB)- completes-its broader review of the Iesearch project.on equiity accounting: that may
result it the sm:lpllﬁcation ofaccounting for such transactions and of other aspecis of. accountmg

for-associates and joint ventites.

‘These amendments-are not expected 6 have any impact to-the Parent Company.

Cutrent versus Noncurrent Classification

The Parent: Compasiy presents assets and liabilities in the statement of financial position hased on.
cu:rrent of noncurrent clasmﬁcatlon

An asset is current when it is:

Expécited to be realized of intended to be sold or consiuméd. in mormial operating cycle

Held primarily for the purpose of trading '

Expected to-be realized within fwelve months 4fter the feporting. penod or.

Cash or cash equivalent unless-Testricted from being exchanged or used to-settle a liability for at
least twelve months. after the reporting period.

All other asséts are classified as noncurrent.

A liability is currént when itis:

Expected to be settled in normal operating cycle

Held primarily for the purpose of trading

Expected to.be seitled w;thm twelve moriths after the reporting peériod,-or

There: is no tmconditional: right to defer settlement of the 11ab111ty for at least twelve months after:
the reporting period.
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All other liabilities are classified as noncurrent.
Deferred income tax:asset is classified as noncurrent assét,

Cash and Cash Equivalents.

Cash and cash equivalents are stated at face value: Cash pértains to.cash in banks. Cash equivalents
are short-term highly liquid-investments that are readily- convertible to known amounts-of cash with
ongmal maturities of three months or less from the dates- of placement and that are subject to-an
insignifi icant risk of changes.in value. Cash inbanks and cash equivalents-earn’iriterest at prevalhng
bank-deposit rates.

Fair Valie Measurement'
The Parent Company measures financial instruments at fair value at.eacli reporting date.

Fair value is the pnce that would be received to-sell an‘asset or pa1d totransfer-a liability in an. orderly
transaction between market participarits at the measurement date. The fair value measurement is
based on the presumptlon that the transaction to sell the asset or tansfer the liability takes place
either:-

e in the principal market for the asset or liability;.or

s inrthe-absence ofa prmc:lpal market, in the. most advantageous market for the asset or liability,

The principal or the most advantageous market must be accessible to the Parent Company.

The fair valie of an asset of 2 liability is mieasured using the assumptions that market participants
would use when pricing the asset or llablhty, assuiniitg that market parﬁmpants aét inthelr ecotiomic.
best interest.

A fair valie measurement of @nonfinancial asset takes into account a marketparticipant’s ability to
generate economic benefits by using the asset'on the highest and best use or by sélling it to-another
market participant that would use-the asset in its highest and best use.,

The Parent Company uses. valuation teéhniques” that are appropiiaté in the circumstances.and. for
which sufficient data are-available to measiire fair value, maximizing the use of relevant observable
-1nputs and- mlmrmzmg the-use of unobservable mputs

-categonzed within the fau- value luerarchy, descnbed as follows based on the ]owestlevel mput 1hat

is significant to the fair value measurement: as.a whole:

» Levell- Quoted (unadjusted) miarket | prices in-agtive markets for identical assets or liabilities

».  Level 2:- Valuation techniques for which the lowest level inputthat is.significant ro the fairvatue
measiirement is diréctly orindirectly observable:

o Level 3 - Valuation techmques for-which the lowest level input that is'significant to the fair value
measurement is unobservable

For assets and liabilitiés that are recognized-in the financial statements-on-a fecurring basis; the Parent
Compary determines whethet transfers have oceurred between Levels in the hierarchy by re-
agsessing- categonzatlon (based onthe lowest level input: that is significant.to the fair vaiue -
measurementas a whole) at the end of each réporting period.
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Financial Assets and Financial Liabilities-

A finaiicial instrathent is any contract that gives rise to-a financial asset of ong entity and a financial
liability ot equity of.another entity:

Financial Assets

Initial recogmtmﬂ and measurement
Finangial assets are classifi ed, at 1n1t1a1 recognition; as subsequently measured at amortized cost, fair

valug through otlier comprehensive income {OCI), and fair value through proﬁt or-loss.

The classification of financial assets-at initial recognition dépends’on the financial asset’s contractual
cash flow chatacteristics and the Parent Company’s business model for managing them, The Parent

Company inifially medsures a financial asset at its. fair value: plus in the.case of a financial asset not.

at fairvalue threugh profit or 10ss, transaction costs.

Tir order for-a financial asset to be classified and measured at-amortized cost or fair value through
OCI,; it needs.to give rise fo.cash flows that are soiely paymients of prin¢ipal and interest’ (SPPI) on
the principal amount outstanding. This assessriiént is referred to as the SPPTtestand is petforried at.
an, instrument level.

The Parent Company’s business model for managmg financidl ‘assets refes to iow it manages its’
financial assets.in order to generate cash flows. The business model determines whether cash flows:
will result from collectmg confractual cash flows; selling the financial assets, or both,

Purchases or sales of financial assets that require delivery of assets within & time ffame ¢stablished by
regulatlon or convention in the market place (regilar way purchases or sales)-ate recognized on the
trade date; i.¢., the date that the Parent Company commiits to purchase or sell the asset.

The classification of finaricial insttuments at initial recogtition depends on the contractual terms and
the business model for managing the:instruments. Financial ingtruments are Jmtlally measured at Tair
valug, except in thie'case of financial assets. and financial Tiabilities recorded at FVPL, transaction
costs are-added to, or subtracted from, this amount.

The Parent:Company classifies all of its financial assets based on the business:model for managing:
the assets and the asset’s confractual termis, measured:at either:

o Amortized cost

o Fair value through other comprehensive income.(FVOCI)

*  Fair value through profit and loss (FVPL)

Accordingly, the Parent Company classifies and measures its unquoted investments at FVPL.

Subseguent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

o Finaricial assets at amortized cost (debt instruments)

» Fmanc:al assets at fair value- through OCT with recycling of cumulative gains and losses’ (debt
instruments)

+  Financial assets designated at fair value through OCI with.no recycling of cumulative gams and.
losses upon derecognition {equity instruments)

» Finaricial assets af fair value through profit or loss
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“The subsequent measurement of finarcial assets depends on the classification as described below:

Business model GSsessment

The Parent Company determiiiies its business model at: the level thatbest reflects how itmanages:

groups of financial assets to achieve its business objectivé. ‘The Parent Corripany’s, business model is

ot assessed on an instrument-by-instrument basis, but at a highér level of aggregated portfolios and

i3 based on observable factors:sucli as:

@« how the performance of the business;model and the financial assets held: within that business.
mode] are evaluated and reported.to the-entity's: key management-personnel;-

 therisks that affect the performance of the business model (and the financial assets held within
that'business model) and, it particular, the way those risks:are managed

s how managers of the busiriess.are compensated: (for:example, whetherthe compensation is based
‘on the fair value of the assets managed or on the contractual cash flows collected); arid

e the expected frequency, value and tiining of sales are also important aspects. of the Parent
Company’s.assessment. '

The business modél assessment is-based on reasonably expected scenarios without taking 'werst case’
or 'stress case’ scénarios into account: If cash flows-after initial recognition are realizedin a way that
is. different from the Parent Company's original expectations; the Parent Company does not change
the-classification of the: remaining’ financial assets held in that business model but in¢orporates such
information: when assessing newly- ongmated or.newly purchased financial assets going forward.

Contractual cash:flows assessment
For-each financial asset, the Parent Company-assesses the confractual terms to identify whether the:
instruthént is consistent with the concept of SPPL.

Principal’ for the PUrpose of this test is:defined as the fair value of thé financial dsset at initial
recognition and-may change over the: life of the financial asset (for example, if there are Tepaymients
of principal or amortization of'the premium/discount).

The most:significant elements-of interest within a'lending arrangement are typically the consideration.
forthe time value of money and credit. risk. To make the SPPI assessment, the Parent Company
applies judgment and considers relevant factors siichi as thé currency in- which the financial asset is
denominated, and the penod for-which the inferest rate is set.

In conirast; Gontiactual teris that introduce a more than de mininiis exposure to'risks or velatility in
the contractual cash flows that are unrelated to'a basic lending arrangément do-not give rise’to "
contractual cash fiows: that ars: solcly payments of principal and interest on the amount outstanding.
In-such cases, the financial asset.is. réquired to be measured at FVPL.

Financidl assets at-amoitized cost (debt-instrument).

Thls oategory is the most relevant to the Parent Company The Parent Company measures its

financia) assets.at amortized cost if both of the. following- conditions-are met:

o The financial asset is held Wwithin'a business model with thé objective to hold finaneial assets i
order to collect contractual cash flows:and the contractual terms of the financial asset give tise on
specified dates t6-cash-flows that ate solely payments of’ principal and interest on:the principal
ameunt outstanding,

Financial assets at amortized cost are subsequently measured using the effective interest (EIR).

method and are subjéct to‘imipairment. Gains and losses are recognized in-profit or loss when the
asset is derecogmzed modified or inipaired.
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This category general]y applles to cash and cash equivalents, dividends receivables, loans receivable
and:dug from related parties:

Fingneial assets at fair value through OCI (debt instruments)

The Parent Company measures debt instruments at fairvalue through OCL if both of the following

conditions.are met:

s The financial asset is ‘held within a business model with.the obJ ective of both holding to ¢ollect
contractual cash flows.and;

» Seillng and the contractual terms of the financial asse, give rise on specified dates to cash flows
that-are-solely paymeiits of principal and jnterest oi the principal amount outstanding

Affer initial medsurernent, such finanicial assets are subsequently measured at fair vilue with
‘unrealized gains and losses tgcogrized in OCL Impamnent losses on: such financial assets are
accounted for as.an adjustment to the unrealizéd gains anid lossés in OCI, with:a. correspondmg charge
to proﬁt or loss. Interest-income:and foreign exchange gains and losses aie recognized miprofit or loss
‘in the same manner as for debt instruments at amortized cost.

“Where thie Parent Company holds more than one investment i the saine security, they are deemed 10.
be: d1sposed on a first-in first=out basis. On derecognition, unrealized gains or losses previoiisty
‘tecognized in OCI are reclassified from OCI to ‘profit or loss under operating income:

_As.at December 31, 2019, the Pareit Company has ho debt instruments-at FVOCIL

Financial assets designated.at faip valie throygh ocl (equity: mstmments)

Upon initial recognition, the Parent- Company ¢an’ elect to classify: irrevocably its. equity investments
as egquity instruments- de51gnated at fair value through OCT when they meet the definition of equity
under PAS 32, Finaricial Instruments: Presentation and are notheld for trading: The classification is
detérminedon an instrument-by-instrument basis.

Afterinitial measurement, such equity investments are subsequently measured at fair value with
unrealized gains.and losses recognized in OCL. Gains and losses on these equity instruments.are
never recycled to profit or loss. Dividends are recognizéd inprofit or loss as other operating income
when the right-of the payment has been established, except when the Group benefits from such
proceeds as'a recovery of part of the cost of ‘the instrument, in which. case,. such dividends are
récorded in'OCL.- Equity instruments-at F VOCI atenot subject to.an: impairment assessment.

As.at December 31, 2019, the Parent Company has no equity ifisttumeénts through OCL

Finantial assets at Jair value: through pr ofit.or foss

Financial assefs at fair value through profit or loss include. financial assets held for trading, financial
agsets de31gnated upon initial recognition at fair valug through profit or loss; or financial assets
miandatorily required to be measured at fair value. Financial assets are classified as held for trading if
they are acquired for selling or repuirchasing in the near tern. Derivatives, 1nclud1r1g separated
embedded derivatives, are also classified as held for tradinig unless they are designated as: effective
hedging instruments. F manmal assets with.cash flows that are not solely payments of prineipal and
interest are classified and measured at fair value through profit or loss, irrespective of the business
model. Notwithstanding the criteria for debt inStruments tobe. classified at amortized costor at fair
value:through OCI, as: descrlbed above, debt instrimerits may be designated at fair value through
profit-or loss on initial recognitionif domg so-eliminates, or significantly reduces, anaccounting
mismatch.
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Finaricial assets at fair valie. through profit or loss are carried-in the statement of financial position at
fair value with net.changes in fair value recognized in the staferent. of comprehensive income.

A derivative'embedded ina hybnd contract, with a financial liabrhty or non-financial host; is
separated from the host-and accoutited for as a sgparate. derivative if the econiomic characteristics and
tisks are not closely related to the host;.a separate instrument with the same terms as thie émbedded
derivative: would meet the definitionrof a- dertvative; and the hybnd contragt is-not measured at fair
vahe through prof' itor loss. Embedded derivatives ate méasured at fair value with changes in fair
value. recogmzed in proﬁt or logs.. Reassessment only oceurs if there is-either a-change in the térms of
the-contract that significantly modifies the caglflows that would otherwise be required ot a
reclassification of a financial agset ot of the fair value through:profit or.loss category.

A derivative einbedded within a hybrid contract centajning a financial asset host is riot-accounted for
separately Ttie finaticial asset host together with the embedded derivative is reqmred to be classified:
in 3ts enfirety-as a-financial asset-at fair value through profit orloss.

Financial assets at FVPL-are subsequently:ieasured at fair value with net changes in fajr value
Tecognized in-profit or less as other income (chiarges).

As at December 31, 2019, the Parent Company measures its unquoted investment.at FVPL.
{see Note 7), '

.Impalrment of Finaneial Assels

“The Patent Company recognizes an allowance: for: expected credit losses: {ECL) for all debt
instriiments not:held through profitof loss. ECLs are based on. the difference between the contractual
cash flows-due iri acéordance with the contract and-all the cash: flows that the Parent Company
expects to:Teceive, dlscounted at an approxm'latlon of the original effective interest rate; Tlie
expected.cash Alows will include cash flows from the sale of collateral Lield or-other credit
enhancements that are intégral to the cohtractual-terms.

jmcrease in credit fisk since initial recognmon ECLs are prov:ded for cred.lt losses that result from
default events that are, possible within the next 12 months'(a 12-month ECL). For those. credit
exposures for which there has been a significant increase incredit risk since-initial recognition, 4 loss.
allowance is réquired for credit lossés expected overthe: remaining life of the exposure, irrespective
of the timing-of the default (a lifetime ECL).

‘The Parent-Company determines whether to apply to general approach or the simplified approach
‘when caléulating the prowsmn for ECL. Under the general approach, at each reporting date, the
‘Parent-Company recognizes a. 1oss allowance based on either 12-mbnth ECLs or Lifetime ECLS;
'dependmg on whether there has been a significant incréase in credit risk on the finaricial instrument
since initial recognition. Under the simplified. approach, the changes in credit risk are not tracked and:
loss allowances are measured at ameounts: equal to lifetime ECL.

For-due from related parties; loans receivable-and cash and cash-equivalents, the Parent Company
applies the general approach.

For financial assets for which'the Parent Company-has no reasonable expectatlons of récovering

-either the cnhre outstandmg amount, or a proportion thereof; the gross carrying.amount of the )
financial'asset is teduced. This is considered a (partial) derecognmon of the financial asset.
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As of December 31, 2019, the Parent Company hasnot determined any expected eredit loss for its
financial assets sub_] ect for impairment.

Write-offs

Financial assets are written off either partially o in their entirety only when the Parent Company- ‘has
‘stopped pursuing the recovery. Tf the amount to be written off is greater than the accumuilated loss
‘allowance, the difference is first. treated as an addition to the-allowance that 18 then appliéd against the:
gross carrying amount. Ary sibséquent recoveries.are eredited 16 impairment loss.

Financial Liabilities

Initial recognition-and measurement

Finaricial Habilities-are classified, at initial recogmtlon as financial liabilities-at-fair value through
profit or less, loans-and- borrowmgs payables or as:derivatives des1gnated as hedgmg instruments in
an effective hedge as appropriate.

All finanicial liabilities are récognized initially‘at fair value and, in the case of loans and borrowings.
and payables; net of directly aftributable trarisaction costs:

The Parent Company's financial liabilities include accounts and other payables (excluding taxes
‘payable); due to related parties,.dividends payable and bond payable.

Subsequent measurenient.
The measurement of financial liabilities depends-on their classification, as described below:

Financial liabilities:at fairvilue through profit or loss:
Financial liabilitiés at fair valoe throvgh profit or loss include financial liabilities held for trading and
financial liabilities demgnated upon initial recognition as at fair value through proﬁt or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasmg in the'nearterm. This category also includes. derivative financial instruments entered
‘Info by the Parent- Company that dre not. designated as hedgmg instriments in hedge relauunshlps as.
defined by PFRS 9. Separated embedded derivatives ate also classified a5 held for frading unless
they-are des1gnated as effective hedging instruments.

Gains-or losses on'liabilities held for trading dre recognized in the $tatément of ‘comprehensive
income, ' '

Financial labilities. demgnated upon initial recogmtlon at fair vahie through profit or loss are
demgnatcd at-the initial date of recogmnon and- onIy if the criteria in PERS.9 are satisfied.

The Parent Company’s derivative liability is classified under-this category (Notes 12, 17 and 18).

Lodns: and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR-method. Gains and losses are recognized:in profit orloss when the
liabilities are derecognized as well as through the EIR amottization process.

Amortized cost is caleulated by taking inte aceount any discount:or:premium ‘on acquisition: and fees

or-costs; that are an mtegral partof the FIR. ‘The EIR amortization is included as financs costs in the
staternentof proﬁt or loss.
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This category generally applies to “dccounts. and other payables’, ‘due to: related pames’ ‘dividends
_payable ‘and “bond payable” presented in the statement of financial position.

Reclassificationi

If the business. model under which the Parenit Company holds the financial assets changes, the
financial assets affected are reclassified. The ¢lassification and measurement requirements related to
the new eategory apply prospectively from the first day of the first reportmg period following: the
change in business madel that resulis in reclassifying | the Parent Company’s finiancial assets.
Reclassification of financial asseis-designated-at FVPL dt initial recognition is not permitted.

Determination of Fair Value

The fair-value of financial assets-and: financial liabilities traded in active markets is based on quoted
mirket price at the teporting date. A market.is regarded as active if quoted prices are readlly and-
regilarly-available from an exchange, dealer, broker, industry group, pricing service, or regulatory
-agency, and those prices represent.actiial and regularly oceurring market fransactions of 4n.arm’s
lﬂ.ng‘lh basis.

‘The fair value of dssets arid liabilities that are not traded in an active market (for example, over-the-
‘counter derwatlves) is détermined by using valuation techniques. These valuation techniques'
maximize the use of observable market data where it is available and rely-as little as possible-on
entity: spe(:lﬁc estimates. I all mgmficant inputs required to fair value an:instrument are observable,
‘the asset or liability is included in Level 2. 1fone or more of the significant inputs is.not based 6n
-observable market data, the assetor liability is included in Level 3

‘Day 1’ Difference:

‘Where the fransaction price in a non-active market is different from the fair value of other obsérvable
current market transactions in the same. mstrument or based .on a valuation technique whose variables
include: only data from observable market, the Parent: Company recognizes the difference between the
transaction price‘and fair value (a ‘Day 1 'difference) in ‘the statement of comprehenswe mcome
unless it qualifies for recognition as-some other type of asset. In cases where use is made-of data
which is not abservable, the difference. between the transaction price and model valueis only
reGOgmzed in the statement of comprehensive income when the inputs becomie-observable or when
‘the instrument is derecogmzed 'For each transaction, the Parent Company-deterniines the appropriate
‘method of recognizing the “Day 17 difference:amount,

Offsetting of Firiancial Assets and Financial Liabilities

‘Financial assets and financial liabilities are offsét and the ret amount tepotted in the.statément of
financial position if-and enly if, there:is‘a currently enforceable legal right to.offset the recogmzed
amounts and there is an intention to settle on-a net bass, of to realize theasset and setile the liability
simultanéously.

Prepayments and Other Current Assets

Prepayments and other current assets in the form of mput value-added tax and creditable w1t11hold1ng
tax are recogtized as assets to the extent 1t is probable that the'benefit will flow to the Parent
Company. These are derecognized when there is.a legally enforceable right to apply the recognized
amounts against the related tax liability within the period-prescribed by the relevant tax laws.

Iinpdirment of Nonfinancial Assets
‘The Parent Company assesses ateach reporting date whether there:is an indication that an asset may

‘be lmpalred If any such indication exists, or when annual impairment testing for-an assetis required,
the Parent Company makes an estimate of the asset’s recoverable amount. An asset’s recoverable
amount is'the higher of an asset’s or cash-genetating unit’s fair value less costs to-$ell and it valie in
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use and is determined for anindividial asset, unless the dsset does not.generate:cash inflows that are
largely independent of those from other-assets of group of assets. Whete the cartying amount of an
asset exceeds its recoverable amount, the- asset is.considered impaired and i§ written down toits
réecoverable:amotnt.

In.assessing valuein use; the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current ‘market assessments of the time value of money:and the risks
specific to- the asset. Impa1rment losses of continuing operations-are recognized in the statement of

comprehensive income in these: €Xpense: categories consistent with the function of the impaired-asset.

An assessment 1s made at ach. reporfing date as to Whether there is any indication that. prevmusly
Técognized impairment losses mayno. longer-exist:or may have decreased. If such indication exists,
‘the recoverable amount is estimated, A- prev;ously recognized impairment loss is reversed only if
there has been a changg in the estimates. used to determirie the asset’s recoverable amount since the
Tast impairment loss was recognized. If that is the case the carrying amount: of the asset isincreased
to-its recoverable amount, That increased amount cannot.exceed the carrying amount that-would have
béen detenmined, netof depreciation, had no: impairment loss been' recognized for the-asset'in-prior
years. Such reversal is récognized in the statément of comprehenslve incormie unless the asset is
carried at revalued amount, in which case, tlie reversal s tréated as a revaluation increase. After such
Teversal the deprematlon charge is adjusted in future periods to: dllocate the asset’s revised carrying
amount; Jess.any residual value, ona systematic: basis over its remaining useful life.

Investment in an Associate.

An: associate is-an entlty inwhich the Parent Company lias: significant influence, Significant
influenee is the power to participate in the finaficial and operatmg policy decisions of the: investee;.
it is-not coritrol ot joint control over those policies:

“The considerations made in determiriing significant influence are similar-io those necessary to.
determine control over subsidiaries.

Investments ir an associate are accounted for-under the cost method less accumulated provision for
Tmpairmetit losses, if any:

An associate is an entity in which the Parent Company-has a significant’ influence, and Whlch is
Tieifhier a subsidiary nor a joint vefiture. Significanit influence is the power to participate in the
financial and.operating pohcy decisions of the irivéstee but has.no control or joint control over those
poligies.

The Parent Company Tecognizes incohie. from the’ investment-ohly to the extent: {hat the Parent
‘Cormpany receives or hak earned the righit to receive distribution from the accurmulated p:oﬁts of the
investee arising after the date.of the acquisition. Distributionsreceived in excess of such profits are
regarded as recovery of investment and-are recogmzed as a reduction of'the cost.of fhie investment.

“The Parent Company determiiiesat edach end of the reporting period whether there is:any. objective:
evidence that the investments in the investee companies.are impaired, Ifthis is the case, the Parent
Company calculates the amount of impairment as ‘being the difference between the recoverable
amount of the investee: company and the carrying cost. and recognlzed the amout in profit or. loss,

Investment in Subsidiaries

Investment in subsidiaries is accounted for using the c¢ost method less'any accumulated impairment in:
“value, in'the financial statements of the Parent Coimpany-in'accordance with PAS27.- Onacquisition
date. of the investiment; the excess of the-cost of investment over the invéstor’s:share in the net fair
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‘value of the investee’s identifiable assets, liabilities and’ contingent liabjlities is.dncluded-in the
carrying amount of the investment and riot amortized.

The Patent Comparty contrels an investee:when itis exposed, or has rights;to variable returns from
its involvement-with the investee and has the ability to-affect those refurns through its power over the
mveste_e

The Parent Company controls an investee if and: only if the Parent Contpany has all the following:-
‘o power over the investee (1 €. ex:stmg T ghts that glve it the current ability to direct the relevant
 activities-of'the- mvestee)

« exposure, orrights, to-variablerétums from its involvernent with the investes; arid

« the ability to use its power over the investee to affect its retums:

The Parent Company Tecognizes income from the: investment only to the-extent that the Parent:
Company réceives distributions from accumulated income of the subsidiary arising after the date of
acquisition, Distifbution received in excess of such incorse is tegarded as a Tecovery of investment
and-are recognized as.a reductlon of the cost-of the investment.

Embedded Detivatives

An-embedded derivative is d component of a hybrid {combined) instrumetit that-also includes a
non-derivative host contract with'the effect that sorie-of the eash flows of the combined instrument
vary in a ' way similar to a stand-alone derivative.

The Parent Company assesses; whether embedded derivatives are required-t6 be separated from the
host contracts-when the Parent Company first becomes a party to the coniract, Reassessment only
oceurs if there is 4 .change in the terms of the contract that s1gmﬁcant1y modifies the cash flows that
would otherwise be requited,

Embedded. derivatives.are bifurcated from their host contracts, when the followitig conditions:are
met:
(a) the entire hybrid contracts (composed of both the host contract and: the embedded derivative).are
- not aceounted for as financial assets and liabilities at FVPL;
(b) when fheir economit risks and characteristics are not closely related to-those.of their respective
" host.contracts; and
()" aseparate instrument with the same térms a8 the embedded derivative would imeéet the definition
of a derivative.

Eribedded- defivitives that are bifiircated from thie host contracts are accounted for gither as financial
assets or financial lidbilities at FVPL., Changes in‘fait values are'inicluded in the statément of
comprehenswe income, Theembedded derivatives of the Parent Company pertain to the equity
conversion and redemption options competents. of the issued convertible debt instrument

(seeNote 12).

Equity
Thié Parent Company: considers the: uuderlymg stibistance and economic reality of ifs own equity
instrumients and not merely. its legal form in determining its proper classification.

Capital stock

The Parent Company records common stocksat:par yvalue anid the amount of the coritribtition in
excess of par value is accounted for as an additional paid-in capital. Incremental costs in¢urred
_d;regtl_y attributable to the issuance of new shares are deducted from proceeds:
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Retdined earnings

‘Retained earnings representdceurnulated earnings (losses)-of the Parent: Company less dividends
declared, and-any.adjustmenis arising from: application of new accounting standards, policies or
corrections of errors applied retrospectwely Dividends-on common stocks are recogmzed asa
liability and deducted from equity when. declared.

Revenue Recogriition

Revenue from-contract with customers

Revénueis: recogmzed based on a five-step model to account for revenue arising from contracts with
ustotiers. and requires that revenue be recognized at an arnourit that reflects. the consideration to-
whichan entity expects to be entitled in excharige for transferring goods ot servicesto a-clistomer.

The. requiremnents of revénue from contract with customers do 1ot have sxgmﬁcant 1mpact -on the
Parent Company’s financial statements since ifs revenue is primarily derived from: dividend, interest
~income and service which are: -distinet performance obllgatlons with specific transaction price: The
-existing: accounting policies. of these revenue streams are already in-accordance with PERS 15.

‘The following spécific recognition critérid must also be met before revetiue is ri:CQ'gn;ized-:3

Service fees
Service revenue is recognized when services are rendered.

Dividend income

Dividend income is recogmzed whien the Parent Company’s. nght to-receive payment is estabhshed
which is-generally when shareholders approve the. dividerid. This s recognized as dividendincome in
“the gtatement of comprehensive income. :

Iriterestincome’
Interest incomie. i3 recogmzmd on 4 time-proportion basis using the effective interest method. Interest
income from bank deposits'is presented net of applicable tax withheld by the banks,

Other income’

Other income is recoghized when earned.

. .'Exti ense Reco gniﬁon

-Expénses:dre reco gmzed in profit i loss when decrease in future economic benefit related to a
decreasé in an-asset or an increase ina liability hias arisen that can be reliably measured.

Expenses are recognized i the statement of compreliensive income:

» onthebasis of a direct association betwéen the costs inicurred-and the éarning of specific items. of
fncome : red a . ms.o

#  on the basis of Systematic.and rational allocation procedures when economic beneéfits are:
-expected to arise over several accounting periods'and the association can-only be broadly or
indirectly determined; or

e immediately whenexpenditure produces no future economiic benefits or when, and to the extent
that, future economic benefits-do.not qualify or cease {o qualify, for recoghition in the statemeiit
of financial position as an asset.
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Inicorrie Taxes:

The tax-expense for thé period comprises of currént and deferied tax. Taxis recogn:zecl in profit or
loss, except to.the extent that it relates to items recogmzed ini other comprehenswe income of directly
in-equity, In this case, the'tax is. also recognized-in other compréehensive income, ot directly in equity.

Curremnt tax o _ - _
Current tax assets and liabilities for the current-and prior periods are measured at the amount expected
to bé recoveréd from or paid to the taxation authorities. The:tax rates anid tax laws used to ‘compute
the amount ate those that have been enacted or substantively endcted at the.reporting date.

Cuirent income tax relating to items recognized directly-in-equity is recognized in equnty and riot in
the statement of comprehensive income, Managément periodically évaluates positions takenin the
tax returns with respect to-situations in which applicdble tax regulations are subject to interpretdtion
and.establishes provisiors. where appropriaté.

Deferred:tax

Deferredtax'is prowded usmg the balance sheet lability method.on-all temporary differences, with
¢ertain exceptions, at the reporting date betweeti-the tax bases of assets and liabilities anid their
carrying amounts for finaneial reporting purposes.

Defeired tiix Habilities are recognized for all taxable temporary differences. Deferred tax assets. are.
recognlzed for all deductible temporary differences, catryforward benefit of vinused tax credits from
excess minimurn corporate income tax (MCIT) overthe. regular corpotate iicome tax (RCITY and net’
operating losses camryover (NOLCO), o the extentithat it is probable that future taxable income will
be available against which the deductible-temporary differences.and carryforward benefits of unused
‘tax crédits. from MCIT and NOLCO canbe utilized:

Deferred tax assets are:not recognized when they-arise from the initial recognition.of an asset or
liability in‘a tiansaction that is not a’business combination and, at the.time. of transaction, affects
neither the-accounting income nor taxable'income or loss, Deférred tax liabilities are not provided on
nontaxable temporary- differences associated with. mvestments in domestic subsidiaries, associates
‘and intérestsin joint Ventures.

‘The carrying amount of deferred tax assets is reviewed at eachi reporting date and reduced to.the.
‘extent that.itisno longer probable that sufficient future taxable income will be available to allowall.
or part of the defeired tax dsset to be utilized. Unrecognized deferred tax assets are réassessed at.each
1eporting date and are recognized to the extent that it has.beconié probable that future taxable profit
will allow deferred tax assets to be utilized.

Beferred tax assets afid Habilifies-are. measured 4t the tax-rates that are expectéd to apply to the period

‘when the asset is.realized or the liability is settled, based ofi tax rates and tax laws-that have been
enacted or substantively enacted at the reporting date. Movements ifi the deferred tax assets and

Tiabilities ansmg from changes ih tax rates are credited to or charged agalnst income for the: penod

Deferred tax relating to-items recogmzed outside profit-of loss is recogiiized outside profitor 1oss.
Deferred tax items are recognized in correlation torthe.underlying: transaction ejther in OCI or du‘ectly

_'-m_eqt__u_ty :
_Deferred fax-assets and defeired tax liabilities are offSet, if a’lepally enforceable right exists to offset

current tax-asgets- agamst current tax liabilities and the deferred taxes relate.to the same taxable entity
and the same taxation authority.
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Foreign Currency-Denominated Transgctions and Translations

Foreign CUITEncy: ‘transactions are recorded in Philippine Peso at prevailing exchange raies at the time
of the transactions. Exchange gains or losses resulting’ from foreign currency transactions are.
credited or charged to currenit operations. Foreign: currenéy-déndininated monetary-assets and
liabilities of the Parent Company are translated to Philippiné Peso using the Philippine’ Dea]mg anid
Exchange Corporatlon closmg tate at the reportmg date. Foreign-exchange-différences arising ftom
foreign currency translation are also credited. or charged to statement of comprehensive income:

Provisions

Provisions are recognized-whén the Parent- Company s a preserit-obligation (fegal or- constructlve)
as;a-result-ofa past event, it'1s: probable that an outflow of resources embodying economic benefits:
will be reqmred to:settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Where the Parent:Cotmpany eéxpects a'provision to be relmbursed, the reimbursement is
recognizedasa separate asset but-only wher the reimbursement is Vthually certain, The expense
relatmg foa pr0v1smn 18 presented in:the statement.of eornprehenswe income net. of any
reimbursement. Provisions are.included in cument liabilities, except. for those with maturities greater
than 12 months after the reporting period, which are thén cla551ﬁed as non-cugrent: liabilities.
Provisions aré reviewed at the end of each reporting period and adjusted to reflect thie currenit best
estimate, Ifit isno longer probable thidt an outflow of resources embodying econgiic benefits will
be required to settle the obligation, the provision.is. recogmzed in proﬁt or loss.

‘Contingencies
‘Contingent Habilitiesare not recognized in the financial. statements They are disclosed wriless the

possibility of-an outflow of tesources émbodying economic benefits is remote. Contmgent assets are’
not recognized in the: financial statements but disclosed when ah inflow of econoniic benefit is.
probable.

Events after the Reporting Date

Postyear-end events up to the date when the financial statements are authorized for issue that provide
additional information about the Parent Company’s:position at each: reporting date (adjusting -¢vents)
dre reflected in the financial statements, Post year-end events that are- ot adJustmg events are:
disclosed in thenioteés to the fiiancial statements, When métenal.

Significant Accounting Judgments and Estimates

‘The preparation of the Patent Company”s financial statements requires management to make

_ Judgments estlmates and assumpnans that affect the reported amounts of revenues, expenses assets
_could Iesult m outcomes that requlre a rnaterlal adjustment to the carrymg amount of assets or
liabilities affected in future periods:.

‘Management believes. the following represent a summary of these significant estimates and
-assumptions:

Judgimerits

‘In‘the process of applying the Parent Company*s accounting policies; management has made the-
'follewmg Judgments, apait: from those involving estimations, which have the'most slgmﬁcant effect
‘on the-amouwits recognized in the financial statements.
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Determining significant influénce over:an investee company’

The Parent Company determined that it exercises: significant influence over its associate by
coiisidering, among others, its ownership interest. (holding 30% of the voting power of the investe),
board representation and othier contractual terms. (see Note. 8)

Thi carrying armouiit of the investment in associate amounted to £227.92 miillion as of
December 31, 2019 and 2018 (s¢e Note 8).

Estimates and Assump‘non

The key assumptions concerning the fiiture and other key sources of estimation uncertainty atthe
reporting date; that have a significant risk of causing a material adjustment te the carrying amounts of”
assets and liabilities within the next. finanetal: ‘year, are descrlbed below, The Parent Company based
its assiimmptions and estimatés on parameters-available when the financial statements were prepared.
Existing citcumstances and assumptions about future developmients; however, may change-due:to
market changes orcircumstances arising beyond the control of the Parent Company. -Such changes
.are reflected in the assumptions ' when t_he_:__y 0CCUL:

Assessing rmpazrment losses on financial ussets

‘The measurement of impdirment Josses across: all categories of financial assets reqilires judgment, in.
particular; the estimation of thie amount and timing of future cash. flows, including. collectability;
caollateral values-and other ¢redit enhancements, -when determining nnpamnent losses.

Additional Judgments are also'made in assessing a significant increase-in credit risk. TheSe estimates
‘are driven by a number of factors, changes of which canresultin different levels-of allowances.

‘The Parent Company’s impaimient calculations aré outpiits of statistical models witli & huinber-of

underlying assumptions regarding the- choice-of variable inputs.and their interdependencies..

Elements of the inipairment models that are considered accounting judgements and-estimates include:

¢ the Parent: ‘Company’s.criteria defining defauilt dand for assessing if there has been a significant
increase 1n credit risk; ' |
the. segmentatlon of financial ‘assets when impairment i5'assessed ona collective ba51s,
development of impairment models, mcludmg the various formulas: and the choice of inputs;,
determination of assotiations betvieen mactoeconomic scenarios and, economic inputs, such as
unemployment Ievels and collateral values, and the effect on PDs; EADs dnd 1.GDs; and

» selection of forward- looklng macrosconemic séeharios. and their: probablllly wmghtmgs to-derive.
the économic inputs into the impairment imodels.

1t ias been the Parent Company 'S pohcy to-regularly Teview its models in the context of actual loss
'expenence and-adjust when' necessary Increases or decreases on the allowance for impairment Josses:
.are recorded under operating expenses- in profit or loss.

The Parent Company maintaing:an allowance:for impairment losses at a level considered adequate to
provide for potential uncollectible receivablés. The level of this allowance is evaluated by
management based o1 collection expetience and ether factors: that affect the collectability of the
accounts.

Provision for impaiinment losses of nonfindrcial assets

The Parent Company assesses impairment on nonfinancial assets (i:e. inventory, property and
_equ1pment and otlier assets) whenever events or changes in circumstances-indicate that the carrying
amount of an asset may ot be récoverable.
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The factors that the Parent Company. considers important which: could trigger an impairment review

include the following: ' '

« significant uniderperforimance telative to. expected historical or pro_]eeted future.operating results;

& significant changes in the manner of nse of the acquired assets or thie strategy for overall
buisifiess; and

 significant negative industry or economic trends..

Ifsuch-indications are present and where the carrying amount of the asset exceeds its recoverable:
.amount, the-asset is. con51dered 1mpa1red arid is written down to-its recovetable ainount. ‘The
récoverible amount is the hi gher of an‘asset’s fair value less costs to sell and value-in-use. The fair
value Jess costs to-sell is the amount obtainable from the sale'of an assetin an-arm’s length
“transaction while value-in-use is the present valué of estimated future cash flows expected to arise
“from the continuing use: of an asset-and from its dlsposal at the end of its useful life. Recoverable.
amounts aré-estimated-for individual assets or, ifitisnot possnble for the cash:-generating unit to
wiiich the asset belongs,

li determmmg the present value of estimated future cash flows expected to be.generated from the
continiied use of the assets, the Parent Companyis requlred to make estimates and assumptions-that
can materially affect the financial statements. Management assessed that other current assets
amounting to#0.80 million were-impaired as, at December 31; 2018 (sée Note 6).

Estimating fair valie af etmbedded derivatives

The falr value of emhedded denvatlves related te the issnance of: convertlble bond recorded in: the
The mputs to thls mode'l' are taken from a eombmanon of observable markets and unobservable
market data. Changes in inputs about these factors’ could affect the. reported fair valug:ofthe
embedded derivatives and impact profit or loss (se¢' Note 12).

Thie catryitig value of the defivative liability amounted to £2,048.68 million and $1,406.18 million as
at December 31, 2019 and 2018, respectively.

Recogniziiig deéferred tax assets:

The Parent Conipany reviews thie earrymg Amounts of deferred tax assets at each reportmg date and
reduced to the extent that it is no lenger probable:that sufficient future taxable income will be.
available to. allow a]l or part of the:deferred tax assets to beutilized. Slgmﬁcaut management
Judgment is required to deétermine the amount of deferred tax assets.that car be recognized, based
upon the likely timing and lével of foture taxable profits together with futute tax planning strategies.

Realization of future tax benefit-related to deferred tax:assets is dependenit on the Parent Company’s
ability to generaté future taxable income: dunng the peneds in which they are expected-to-be
recovered. The Patent Company has considered factors in réachinig a conclusion asto-thé amoutt of
deferred tax assets recogmzed as at December 31, 2019 anid 2018. Management believes that the
Parent Company will be able to generate: foture taxable income to allow for the realization of deferred
tax assets.

Based on management’s assessment, the Parent Company recognized deferred tax assets, net of

deferred tax liabilities; amounting to £0.53 million and nil as of Degember 31, 2019'and 2018,
respactively (see Note'16);
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7. Cash and Cash Equivalents
‘This account consists of:
2019 2018
Cash in banks P108,222,231  R172,066438

Cash equivalents 1,730,406,900  1,376.868,907

Cash and cash ﬁequ'ivjaients' ea;‘n--i'ntergst. at thc:__rf;_spgcft"iv_:-_'hank-depp_sit vates. Cash cqu'i_'va:_lents include
shiort-term placements made for varying periods-of up to three menths depending on the immediate-
cash requirements. of the Parent Company and earn interest atthe prevailing-short-term placements.
rates..

Cash and cash-equivalents earn interest at thé prevailing bank deposit :aﬁ:s ranging from 025% to
6.00% in 2019 and 2018, Interest income earned from cash and cash equivalents amounted to
B34 21 million and $23.16 million in 2019 and 2018, tespeciively.

5. Receivables
‘This account consists of:

2019 2018

Dividend receivable (Nofe 14) T P708,002,743. P1,582,594,366

Accrmed interest receivable 466,087 ' —_
Oflier receivable 10,090,301 . 14,983

P718;559;131 #1,582,609,349

Dividend receivable pertains to unpaid cash dividends from LBC Express, Inc. (LBCE), a subsidiary
of thie Paretit- Company, ' "
Accrued interest receivable pertains to the accrudl of interest from' loans receivable fiom Transtech
Co., Ltd. (see Note 10).

Other receivable peitains to the receivable of the Parent Company:from third parties.

Thie Parent' Company’s receivables are expected to be realized and fall due within one year after the
reporting period. '
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6. Prepaym ents and Otlier Carrent Assets

This:account consists of:

. - 2019 2018
Loans receivable (Note 10 and 14) £394,440,205 R
Input value-added tax (VAT) 8,283,5%4. 5,804,480
Prepaid expenses 2,445,094 2,445,094
Creditable withholding taxes (CWTs) 1,376,558 800,326
Deferred input VAT _ 4,269 1,789,582

406,549,720 10,839,482

Less.allowancé for impairment losses. - 798,769
Less.nioneurrent portion (Note 10 and 14) o 388,350,925 -

£18,198,795 £10,040,713

L:0ans teceivablé pertains to receivable of the-Parent Comipany. from Transtech Co., Ltd, and LBCE
(see Note 10 and 14).

Input VAT drises froth.domestic purchases of goods and services and is offset against output tax.
Managemerit believes that the rémaining balance is recoverable in future periods;

Prepald expenses pertam to.advance payment of service fee for cloud subscTiption services
(sec Note 14): The servicefee.is paid at the beginning-of each- quarter

CWTs-are attributable to taxes withheld by the withholding agents which are creditable against the
ncome:tax pa,yab_le,- '

Noncurrent portion pertains to the noncurrent portion of the Parents Company s loans receivable to
Transtech Co., Ltd. (see Note 10) and LBCE (seeNote 14),

* Investment:at fair valne through profit-or Toss (FVPL):
Investment at FVPL represents the Parént Comipany’s investmént in usit investment-trust fund.

Moveément of the investmerit 4t FVPL follow:

_ 2019 2018

Balance at beginning of period. P1,009,832  P290,177,777

Additions " 20,000,000 328,580,000

Redemption (20,000,000) (617,757 777)
Unrealized fair value gain during the year 36,480 9,832
T P1,046,312 F1.009.832

112019 and 2018, the Parent Coitipany recognizéd urirealized fair value gain of $36,480 and £9,332
related.to investment at FVPL, This is presented under “Others - net” of “Other income (expenses) in .
the statéments of comprehensive income.
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8.

Investment in an Associate

On Match 19, 2018, the Parent- Company invested in- ‘Orient Freight Interhational, Inc. (QFH),
‘company involvedin freight forwardlng, warehousing: and customs brokerage businesses operating

within.the Philippines,

“The Parent Company. subseribed to 3,285,714 common shares out of the unissued eapital stock of”
'OFII at a subscription price of P44. 40 per share for a total investment. of B145, 89 million. Oh the
same date, the Parent Company purchased 1,150,000 secondary shares at 6343 per share for a total

consideration of £72.94 million from Rayomar Management, Inc. (RMI). These acquisitions
contribute.a total-ownership of 36% on OFII fora total ¢ost of shares of 2218.83 million,

In relation to the. acqu151tlon of shares, the Parent Company shall.also exeit comintercially reasonable

efforts 1o direct a certain.amount of addltlonal annual recurring logistics:service business to. OFIl fora
period of five years from closing date,

The Parent Company incuired costs directly attribuitable to-the investmient amounting t0.£9.09 million

which was censidered as part of cost of investment.

“Thie Parerit Company’s interest in OFILis accounted for using cost method less any accumulated

impairment in value:

The fair vaiues of the financial information of the Parent Company’s investment in OFI] as-at the date

of acquisition follows:

Cutrent ssefs £499,483,690
Noncurrent assets 107,949,001
‘Current liabilities (207,702,753)
Noncuirent liabilities (33,206,763)
Equity 366,523,175
‘Share in equity - 30%: 109,956,952
Excess of purchase price-over fair value of net agset 108,873,250
Costs directly attributable to the investment 19,086,250
Catrying amount of the investment _ $£227,916,452.

Noimpairinent loss was recognized for the investment.in agsociatein 2019 and 2018.

The simmarized statement of compreliensive income of the associate from J anuiary 1 to:
December 31, 2019 follows:.

Revenue £1,334,969,460.
Cost and expéiises 1,247,787,887
Netincome 87,181,573
‘Other comprehiensive incomie: 1,547 878
Total comprehénsive :inc.'c'mi'e ' $£88,729,451

On June 6, 2019, LBCH: tecognized dividend iricome from OFIL: amountmg to. B15.00 million forifs
30% interest on OFIL
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'9; Imvestment in Subsidiaries

The Parent Company’s investments in subgidiaries: accountéd for under costinethod accounting
adjusted for impairment losses, if'any, and the related percentage of ownership ate shown’ below:

Country of Priticipal | | |
Incirporation gétivities, Ownérship 2019 2018
_ ' Logistics'and: o
T.BC Express; Inc: Philippines money. remittance: 100% P1,384,670,966 B1,384,670,966
United States: Logistics and N
LBC Mund!a[ Coerporation of America “money- refnittance. 100% A61,897.536 =
LBC Express-Airfreight (8) PTE: ; © Logisties' -
LTD. Singapore 100%. 129,013,585 126,013,585
LBC Ausiralia PTY Eimited: Australiz Logistics. 100%. 98,462,863 9R:462,863
'LBC Mabuliay North-America United States Logistics:and o o
Corparatidn ' of America  monsy remittance. 100% 59,894, 46’4 _ -
QuadX Pie. Ltd. Singapore  Digital fogistics: 86% 36, 36,340,659
LBC Mabuhay Remittance Sdn Bhid ‘Brimei ‘Money remittance: 50% 30; 166,598 30,166;598.
' LBC Mabuhay (Malaysta) Sdn Bhd- Malaysid Logistics 93%. 24,682,710 24,682,710
United States Logjsticgand _
LBC Mahithay Hawaii Corporation of Amigrica money remittance 100%. 17,521,686 -
LBC Mabuhay (B) Sda-Bhd _Brunei ~ Laogistics 50% 12,220,413 12,2200413:
Logistics and _ o
LBC Mabuhay Saipan Iic: ‘Saipan  moiey remittance: 100%. 10,782,538 10,782,538
LBC Money Transfer PTY Limited- Australia Money remiltance 100% 10,392,254 10,392,254
Mermaid Co., Ltd Japan . Logistics 100% 16,206,600.
LBC Adtcargo (5) Pte. Ltd Singapore Logistics 100% 7;860,160 ljfj,so'o,lﬁo'
L ' . E-com weband
QUADX Inc Philippines Ibgistics - - 186021400

#72,194,053,032 $1,930,554,146

The Parent-Company, although it owns 3 0% of the voting share of LBC Mabuhay (B) Sdn Bhd and
LBE Mabiihay Remittanice-Sdn Blid; in substance controls said entities since: (a) the activities of the-
subsidiaries-are being conducted on behalf of the Parent Company according to its spemﬁc busmess
need so. that the Parent Company obtains benefits from the subsidiaries’ operations; and (b} the Parent
Company his the declsmn-makmg powers to obtain the majority of the benefits. of the activities of the

subsidiaries.

No-allowarice for impairment loss was recognized in‘the Parént Company’s financial statements.

in-2019 and 2018.

QUADX Ine.

On March 19, 2018; ,through a Deed of Asslgnment LBCE assigned its receivables from

QUADX In¢. to the Parént Company amounting to. B1 86.02'million, On the'same date, the Parerit
Company:and QUADX Inc. entered irito a-Subscription Agreement to subscribe and issue‘a total of
1,860,214 shares of stock of QUADX Inc. through the'conversion of the assigned advances to equity
which: Tepresents 86.11%. ownershlp by flie Parent Company ‘The ificrease-in auttiorized capital stock
of QUADX Inic. wis approved by the SEC on June 14, 2018. QUADX Inc owns and operates e--
conmerce websites-and primarily offers shippmg, re-packmg and consolidation facilities; multi-
payment platforms, and digital services that serves clients'in the Philippines:

‘On May 29, 2019, LBCH sold allits 1,860,214 common shares in QUADX Inc. to LBCE for
£186,021,400 or £100 pet share payable no later than two years from the execution of deed of

absolute sale-of share, subject to any extension as may be agreed in writing by thie parties.
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On Juiy 1, 12019, T.BCE sold all its 1,860,214:common shares 1 iri QUADX Inic. to LBCDC for
P186,021; 400 or#100 per share: payable no later than two years from the date of execution of the
deed of absolute sale of shares.

Overseas Entities S -
All entities. acquired from overseas, except Mermaid Co., Ltd. and QuadX Pte. Ltd,, are‘entities under
common control of the Araneta Family..

Mermaid-Co.. Ltd

On October 31,2019, the Parent Company acquired all 180 shares of Mermaid Co. L:td., for a:total.
purchase prlce of Us $200 000 orP10:21 million; Mermaid operates as a-service for the: shlppmg of
household and other goods: from expatriates living:i in Japan to.their respective homie countries; known:
as'the “Balikbayan Box”. On December 12, 2019, the purchase of Mermaid was- completed tipon
approval of Governmental Authorities of Japan.

LBC Mundial Corporation (LBC Mundial) and. LBC Mabuhay North America Corporation (LBC
North Americd)
Effective ] anuary i, 2019, thé Parént Company’s. purchase of LBC Mundial Corporation and LBC
Mabuhay North Amenca Corporatlon was completed uipon approval by the US: réguldtory bodies.

The Parent Company acquiréd 100% ownership of LBC Mundial-and LBC North America with a
purchase price of US. 36, 864,000.and US $1,136;000, respectively. The total amount of P421.97
miilion are paid in full wh1ch was paid in advarce by the Parent Company in 2018. These companies
‘operateas acargo and:remittance company in California, USA and New Jersey, respectively.

LBC Mabuhay Hawaii Corporation

Effective July 1, 2019, the Parent Company’s; purchase of LBC Mabiuhay: Havvaii- Corporatlon ‘who:
‘Dperates as & cargo and remittarice company in Hawaii, was completed upon thie approval by thie US
regulatory bodies. The Parent Cormpany parchased 1,536,408 shares or: 100% of the total outstanding
shares from LBC Holdings USA: Corporation with a purchiase price of US $3 42 ,000 ot

£17.52 million,

QuiadX Pte. Lid.

On Apnl 4, 2018, the BOD of the Parent Company. approved the acquisition of'86.11%. equlty interest
in QuadX: Pte. Ltd ‘AN entity domiciled in’ Singapore, threugh thefollowing: (a} the purchase of 862-
ordinary shares-of QuadX Pte. Ltd. held by an individual shareholder, at the sale-price of US $1. 00
per share; and (b) the subséription to 85,248 ordinary shares out.of the. unissued. caplta] stock of
QuadX Pte. Ltd. at the subscription price of US $1.00 per share.

On April 23, 2018, the BOD of the Parent Comipany approved the mfusmn of additional capital to
QuadX Pte. Ltd in the amount of £3.1.86 millien for the purpose of partially ﬁnancmg thie-purchase
‘by-the latter of Software Assets.in the. amount o_f $£37.00 million from QUADX Ine¢.

QuadX Pté. Ltd. i$ enigaged in digital logistics businiess,

'LBC Mabuhay Saipar, Ine:

‘On March 7, 2018, the Parent Conipany acqulred 100%. ownershlp of LBC Mabuhay Saipan, Inc.
(LBC Sa1pan) for a total purchase price: of US. $207,652 or #10.80- million.. LBC Saipan operates asa
cargo and remittance Company in Saipan.
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LBC Express Airfreight (8) Pte. Ltd., LBC Aircargo (8) Pte, Ltd.. LBC Money Transfer PTY Limited
-and LBC Australia PTY Limited o ' '

On June 27, 2018 ‘the BOD of thig Parent Company- approved the purchase of shares of various-
overseas entities. ‘On the same date, the following Share Purchase Agreemients. (SPAS) were:executed

by the Parent Company and'Jamal Limited, a transitory-setler, fora’ ‘total purchase price-of
US $4:60 imillion or 245,67 million under the SPAs. Jamal Lirnited, a third party, purchiased these

entities from Advance Global Systers Limited, an entity under comman control, priot to sale to the
‘Parent Company.

Details follow:

o Number 6f Puichase. Primary Place of
Entity Name -shares price  operadon:  business.
LBC Express Airffeight (8) Pte. Ltd. (LBC Singapore) 10,000  $2,413,035 " Cargo  Singapore
LBC Alrcargo {S) Pte. Lid. (LBC Taiwan) 94,901 146,013 Cargo Tajwan.
LBC Monéy Transfer PTY Limited. 10 194,535 Remittance:  Australia

(LBC Austialia Money) '
L.BC Austrilia PTY Limited (LBC Australia Cargo) 223,500 1,843,149 Carge  -Ausiralia’

The tranisfer-of the ownership of the shares and-all rights, titles: and interests thereto-shall‘take place
following the payment of the considerations défined. These éntities‘opetate as 10ngtICS and money
remittance companies on the countries where they dre doniiciled.

LBC Mabuhay (Malaysia} SDN BHD

On August 15,2018, the Parent Comparny approved the acqmsltiou of 92.5% equxty ownership-of
LBC Mabuhay (Malaysw,) SDN BHD (LBC Malaysia) for a total purchasg pnce of US $461,782 or
P24 68 million, LBC Malaysia engagesin the business of courier services in Malaysia;

LBC Mabuhay (B) Sdn Bhd and L.BC Mabuhay Remittarice: Sdn Bhd

On.October 15,2018, the Parent Company aoquired 50%: ownershlp of LBC -Mabuhay Remiittance
Sdn Bhd and LBC Mabiihay (B) Sdn Bhd for total purchase price of US'$557,804 and US'$225,965,
respectwely, gquivalént to P42.39 million. Thesé entities operate as. loglsucs and. money remittance
companies in Brunei, respectively.

Dividend Deglarations of 4 Subsidiary
On November 29, 2019 and December20;, 2018, the BOD. of LBCE approved-the declaration of cash
dividends amounting to 708,00 million and #1,582.59 million, respectively (see Note:13 and 14).

.1'0,

Receivables and Trademark Agreement with Transtech

On September 25, 2019, LBCH extended a’15-year 2.3% interest-bearing loan to Transtech Co. Ltd.
-(Traustech) amounting to $1.80 million. Transtech;an entity mcorporated in Japan, is involved in

freight forwarding, warehousing, and packlng busmess Its services include forwarding of Balikbayan

boxes from Japan-to. the Philippines:

Transtech shiall pay interests on'a quarterly basis. The Loan Agreementidlso Constifiites a pledge by
Transtech on its trademark for the benefit of LBCH, to secure LBCH’s claims to.the répayment of the
loaried amount in-case of default as defined in the Loan Agreément.
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Subsequently, on September 30, 2019, Transtech granted LBCH #n exclusive license to use its

registered trademark subject to 1es ctions; LBCH may, in'its discretion, use the trademark in

combination- with-any text, graphlcs xmark, orany other indication. As consideration for the.
exclusive use of license, LBCH shall pay. royalty of $0.13 million annully.

Tn 2019, LBCH incurred royalty fee.amounting to #1.59 million wherein the related payable Wds.

offset to LBCH’s acciued.interest receivable and loan teceivable from Transtech amounting to

P0.06 million-and ®1,53 million, respectively.

As.of Decernber 31,201 9, the outstanding balance- of the loans receivable-amounted to

$89.82 million, 6. 09 million of which is presented under ‘Prepayment and other current assets’

Tepresenting, short-term portion and the Tong-term portion of B83.73. million is presented under“Other

néncurrent assets’. Interest income” eamed amountedto ?0 53 million i m 2019.

10

Accourits and Other Payables.

This ‘account consists of:.

2019 2018
Accmals
Professional fees £3,502,040 P1,630,308
Duis and subscriptions - 7,599,764
Deferred ontput VAT 2,584,113 579,297
Accountspayable. 294,921 559,109
Output VAT 135,129 927,332
Withholding tax payable 23,674 33,231
Subscription payable - 9,651,375
Other payable g 255,303 255,303

£6,795,180 _P21,235,719

Accrued professional fees relates to audit fees and difectors™ fees. Accrued dues-and subscriptions
pertain to the monthly-acerual.of data. cloud subscription. Accrued taxes include owtput VAT payable
which are setfled monthly.

Deferred output VAT arises from the uncollected receivables from' vatable service fees.

Accousts payable arises from regular transactiong with supphers and service providers: These-are
nominterest-bearing and are-normally settled-on one 16 60-day term.

Withholding tax payable pertains totaxes withheld on payment to suppliers which are Settled on a-
morithly basi.

Subscription payable pertains fo the unpaid subscription to the shares of OFIl which was settled in
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12. Convertible Instrument

This account consists of:

_ _ 2015 2018
Derivative liability S
Balanice at beginning of year P1,406,175427 21,860,373,479
Fair valie 1oss (gain) on derivative 642,506,134 (454,198,052)
IR P2,048,681:561  B1,406,175.427
Bond payable Sy o
Balanice at beginning of year P1,108,417,074 B896,185,039-
Accretion of interest 182,124,669 159,106,145
Unrealized foreign exchange-loss (gain): (45,319,435) 50,577,641
Amomzanon ofi issuance: cost _ - 1,798,750 '2,548:220

P1247, 021 nss P1.108,417,074

On June 20, 2017, the BOD of the Parent Company approved the issuance of convertible nstrimmerit:
The: proceeds:of the issuance of convertible instrument will be used to fund the growth of thé business
of the Parent Company, including capital expendmu‘es and working capital. Accordmgly, on

August 4,72017, the Parent. Company issued, in favor of CP Briks Pté: Ltd (CP Briks), a: seven-yedr
secured convertible instrument in the- aggregate prmmpal amount of US$50.0 million

(R2,518.25 million) convertible-at any time into 192,307, 692 common shares-of the Parent Company
af the option of CP. Briks mmally at #13.00 per share convetsion price; sibject to. adjustraents:and
resetting of conversion price in accordance with the terms and conditions of the instrumient as: follow:

o« effective on thrée years (3) fromrissuance date (the Reset Date) - if the 30-day Trading Day
“Weighted Average Price. (TDWAP) of the Parent Company’s corhunon: shares on the Pnnmpal
‘Market prior to the Reset Date is not higher than the'initial conversion prlce, the conversion
price shall be.adjusted on'the Reset Date to the 30-day TDWAP.prior to Reset Date;

s upon issuance of common shares fora consideration less.than the conversion price in effect -
the conversion price-shall be reduced to the pricé of the new: issuatice;

» iipon subdivision or ‘combination (i.e., stock” dividend, stock. spht recapltallzatlon or
otherwise) < the conversion price in effect shiall bé proportionately reduced or increased; and

« other evénts:or voluntary’ _ac__I_Justment_

The convertible instrument (to the extent that the same hasmot been convetted by CP. Briks as the
holder or by the Parent Campany) is redeemable at the option of CPBriks, commencing on the 30"1
month fromi the issuance date at the redemption price equal to- the prmc:pal amount of the bord plus
‘an iiternal rate 6f 13% (decreasing:to 12%, 11% and 10%on the 4th, 5th. and 6th anniversary: of'the
issuance date, respectively). The agreement 4lso contains redemptionin cash by the Parent Coripany
at aprice. equal to the principal-amount of the’ bond plus an internal rate of 13% (dectéasing to 12%,
11% and 10% on the 4th, 5th and 6th anniversary of the issuance date, respectively) in-case ofa
Change of Control as defined under the-agreernent.

The Parent Company also has: full or: parnal right to convert the shares subjectto various conditions:
inehiding pre- approval of the PSE-of the listing of the conversion: shares and othier conditions to
include closing sal¢ price-and daily trading volume of common shares irading; on the Principal Market
and' upon, plan of offéring, placement of shares of similar: transaction with common share price ata
-Géftain- minimuin share price.
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The convertiblé instrument is.a hyhnd instrument contammg host financial liability ard dérivative
components for the equity conversion and redemiption options. Thig equity conversion and
redemption options were identified as embedded derivatives-and were separated from-the host.
contract.

On October 3, 2017, the Parent Company entered into-a pledge supplement with: CP Briks. ‘whereby
‘the Parent Company constituted in favor of CP Briks a pledge-over all of the Parent Company’s
sharés in: LBCE consisting of 1 ,041,180,504 commaon shares, representing. 100%. of the fotal issned
-and outstanding capital stock of LBCE.

In the event of default, CP Briks may foreclose upen the pledge over LBCE shares asa result of
‘which LBCE shates may be sold via.aiction fo the hxghest ‘bidder. The sale of LBCE shares in such
public:auction shall extinguish the outstariding obligation, whether or not the proceeds.of the:
foreclosure sale are equal to:the:amount of the outstanding obligation. Under the terms of the pledge
agreémient, if LBCE shares are. sold at a priee higher than the amount of the outstanding ebligation;
-any amouit it éxcess of the outstanding 6bligation shall be paid to the-Parent Company.

While CP Briks may participate in the anction of LBCE shares should there be a foreclosure, any
stich foreclosure: of the pledge ver LBCE shares-and any resulting: acqulsmon by CP Briks.of equity
‘interest in LBCE are always subject to the foreign ownership. resttictions applicable to LBCE, which
‘ay not exceed: 40% of the total issued and outstanding capital stock ¢iititled to vote, and 40%of the.
total issued aind ‘outstaridin g capital stock whiether-or not entitled to vote, of LBCE.

Covenants

While the convertible instrument has not yet been redeemed or converted in full, the Parent Company

shall ensure that neither it or its subsidiaries shall incur, create or-permit.to subsist or have

outstanding indebtedness; as defined in‘the: Omnibus Agreement orgnter inté agreement or

-arrangement whereby it is entitledto incur, create or permit to subsist any indebtedness and that the

Parént Company-shall ensure on a consolidated basis that;

a, Total Debt to EBITDA for ary Relevant Period: (12 mionths ending on the Parent Company’s
financial year) shall not-exceed 2,5:1.

b. ‘Theratioof EBITDA to Finance Charges for any Relevant Period shall not be less-than 5.0:1; and

¢, ‘The ratio of Total Debt on €ach relevant date to Shareholder’s Equity for that Relevarit Period
shall be-no mere than 1:1:

The determination and calculation of the foregoing financial ratios are'based on the agreement and
mterpretatlon of relevant parties subject to- the terms of the convertible instrument, The Parent:
Company isin compllance with the above covenants as at December 31,2019, the latest Relevant
Period subsequent to the issuance of the converiible instrumert. Releva.nt period means each period
of twelve {12) months endmg on the last day of the Parent Company s financial year.

In relation to the issuance of the conveitible instrument and following. the entry of CP Briks a5 a
stakeholder in the Parent :Company;_ the Parent Company entered into-the following transactions:.

a, ‘On August4, 2017, LBCE and LBCDC agreed:for LBCE to: discontinue; royalry for the use of
'LBC Marks (see Note 18).

b. ‘Ot various dates, the Parent Company ‘entered into the following transactions for the acquisition
~of ¢ertain overseas entities:

i OnMaréh 7, 2018, the Parent Company acquired 100% ownership of LBC Mabihay Saipan,
Ine. (LBC Sa1pan) foratotal purchase price-of US $207,652 or 10,80 miillion.
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Effective January 1, 2019, the Parent Comipany was granted- thes regulatory approvals-on the
purchase of the fol]owmg entities under LBC. USA Corporation::

.BC Mundial-Cotporation (LBC Mundial) which.operates as-a-cargo and remittance,
Group in California. TheParent Compaily pirchased 4,192, 546 shares or 100% of the
total ‘outstanding: shares-from LBC Holdings USA Corporation.

LBC Mabuhiay Nortli America Corporation (LBC North America) which operates as a-
cargo ang remittance Parent Compaiiy in New Jetsey, The Parent Company purchased
1,605,273 shiares or 100% of the total oufstanding shares from LBC Holdings USA

‘Corporation

Effective:July I, 2019, the-Parent Company’s purchase of LBC Mabuhay Hawaii
Corporation, who operates:as acargo-and remittance company in Hawaii, was completed
upon the-approval by the US regulatory bodies. The Parent Company purchased 1,536,408
shares or 100% of the total outstanding shares from LBC Holdings USA Corporatlon

On hirie’27, 2018, the BOD of the Parent Company approved the purchaseof shares of some
overseas enfities. The acqulsltlon 18 expected to benefit the Parent Company by contnbutmg
to its global revenue stréams. On the same date, the SPAs were executed by the Group and
Jamal Limited, as follow:

LBC Aireargo (SY PTE. LTD. which operates.as a ¢argo branch in Taiwen. The: Parent
‘Company.purchased 94,901 shares or 100% of the’ total outstanding shares of the

-acquireg at a purchase price | of US $146 013;

LBC Money Transfer PTY: Limited ‘which. operates as.a Temittance company in Australia,
The Parent Company purchased 10 shares or 100% of the total outstanding shares of the
acquireeat a purchase price of US $194,535;

LBC Express Airfreight (S) PTE. LTD: which operates as a cargo company in Singapore:
The Parent Company purchased 10,000 shares or 100% of the fotal. outstaudmg shares of
the acquireeat: apurchase price of US$2,415,035; and

LBC Australia PTY Limited which operates ‘as:a: cargo company. in Australia. The Parent
Company purchased 223,500 shares or 100% of the total outstanding shares of the
aequiree at-a purchase price of US $1,843,149.

OnAugust 15; 2018, the Parent Company épproved the: acqmsmon of 92:5%. equity”
ownership of LBC Mabuhay (Malaysia) SDN BHD (LBC Malaysia) for a total purchase.
price-of $461,782 or B24.68 million,

On October 15, 2018, the Parent Compény acquired the following overseas. entities:
a,

LBC Mabuhay Remittance: Sdn, Bhd. which operates as a remittance company in Brunei.
The, Parent: Company purchased one (1) share which represents 50% equity i interest at the
subscription price:of US $557, 804 per-share.

- LBC Mabuhay (B). SDN BHD which operates.as a cargo company in Brunet. ' The Parefit’

Company acquired. 50%-of LBC Mabuhay (B) SDN'BHD for a total purchase price of US
$225,965.

The documentation requirements for the acquisition of the remaining overseas entity is still in:
process.

Upon completion of the acquisitions discussed in (i) to-(vi) above, the Parent Company: will have
acquired equity interests in-twelve overseas entities which are afﬁhated to the Parent Company
and LBCDC. 1n accordance with the directions from LBCDC, the Parent Company intends:to:
complete the acquisition 'of the rémaifiing overseas entity in 2020, after which the Parent.

I




-31-

Company expects:(on the basis of LBCDC'’s thaniféstations) settlement by LBCDC of all of ifs

obligations to'the Parent Company, except for the assigried receivables from: QUADX Trié. which:
will be settled based on dgreed terms. As at report date; LBCDC has not settled ifs obligations:to-
the Parent Company-pending completion of acquisition of the remaining overseas entity.

If af event of defairlt shall have-oecurred 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
‘writterr notice to-the Parent Company within the.applicable period. Each portion of the: convertible
‘instrument subject o redemption shall be redeemed by the Parent Company-at price‘equal t0.100% of

the conversion amount plus an internal rate of retiin (IRR) equal to 16% (inclusive of applicable tax,
which shall be for the account of CPBriks).

13,

Equity’

Capital Stock

As at December 31, 2019 and 2018, tlie details of the Parent Company’s comnmon shares follow:

Number of
~ Shares of Stocks Amaotint

Capital stock - 21 par value L
Authorized - 2,000,000,000  £2,000,000,000
Issued and outstanding: 1,425,865:471 1,425,865,471

Retained Earitings

On September 12, 2019, the BOD of LBCH approved thie declaration of cash dividends amounting to
P356.47 million.

On February 8, 2019 and November 4, 2019, through a Memorandum of Agreement; LBCDC
assigned to LBCH a portion of'its payable to LBCE amounting to- 222937 million and

P263.92 million, respectively. OnMarch:18, 2019, LBCE paid stockholders of LBCH amounting to
$11.82 million. The sainé ainiounts were offsét against the dividends payable of LBCE to LBCH
(seeNote 18). ” |

On December 20, 2018; the BOD of LBCH approved the declaration of cash dividends amounting to
B285.17 -millioh. '

14,

Related Party Transactions

In the normal course of business, the Parent Company transacts with related parties consisting.of its:
ulfimate parent cotnpany, its subsidiary and its stockbolder and officer. . Affiliates include those
entities in-which the owners of the Parent Company have ownership interests: These transactions
include loans, cash advances, dividends and dues and subseription. Except as otherwise indicated, the
outstanding accounts withirelated parties shall be'settled in cash. The transactions are:made at terms.
and pricesagreed npon by the parties.
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Details of related party transactions and balanceés as at and for the years ended December 31, 2019

and 2018 are as-follow:

_ 2019 _ _
Amount/Volume ‘Receivable ‘Terms. ‘Conditions
Subsididgry
' _' ~Non-intérest bedring; Unsecured,
a) Service fee #30,872,114 ¥19,956,615 ‘due.and demandsble: 10 imgaimiert
R Non-interest bearing; - Unsecured,
b.) Cash.advances 135,000,000 135,000,000 e and demandable “no jinpairment
) o 'Nun interest bearing; Unsecured,
c.). Disposal of subsidiary 186,021,460 186,021,460 _ dermanidable: g impiirment
d). Diividends earned ‘and o -:Non-mtcrestbeanng. Unsecured, no
 recéivibie 708,002,743, 708,002,743 due-and demandable- impa:rment
&) Loanrecéivable- currént: . . - Interesthearing; Ungeciréd, no
“portion 35,600,000 35,600,000 fixed quarterly payments:. ﬁnpmrmeﬂt
o . o " Interest bearing; Unsecured, no
Interest-income 8,338:686" 421,620 dize and-demandable. impdirmient
Officers/beneficial owners ) _
’ ; Noti-interest bearing: Unsécured;
£, Advances 28,424,682 28,424,682 due-dnd-demandable no‘impairment
Associale
£) Dividends eamed and: o Non-interest bedring:. Unisecured, £io
-Téiceivable 15,000:000, - due.and demandable. impairment _
P1;113:427.060- )
Dug-from.a rélated party:
€.} Loan recewable— noncurrent: lnterest bearlng, U'n_secured'._ ne
périion B304,623,325" P304;623,325  fsed quarerly paymeiits. nmipadimueni
Diue 4o related parties )
_ o Non-interest hearing;;
‘h.} Dividends declared. - R356,466,368 214,775,250 ‘diie:and demandable: Unsecuréd
Nosi-interesi bearing:
Officer (Advinees) = 43741 ‘dite and demanidsble. Unseciitad
' ' #14,818,991 '
2018
_AmoiintVolume Receivable “Fenns ‘Conditions’
Duefrom z related party
Siibsidiony o o _
S Nen-interest bearing: Unsecured,
) Service fee P29.926:719 B2,548,124 ( d-:dcmandable-_ ne lmpameut-
d ] Dlvadends eamed-and ) Non-interest bearing; ZUnsccurcd il
rccclvable ’ _ 1,582.594,366 1;582,594,366 due and derpandalile’ impairment:
i} Advances foracquisition of L L Mon-interest bearing: Utisecured,
‘shiatek 439,823 608 -439.823.608 due and demandable - 10 lmpamncnt'
“PEN24 966,098
Dué.to related parties
o o o _ Nori-interest bearing;
'h_-.:j_ Dividends declared P285,173;094 B285.175:094 duéand demandable ‘Unsecored
Aﬂilfare - under-common confrol )
) Non-interest bearing:
.y Advances 221,323 221,323 due and-demandatie’ Unsecired
‘Non-tnteresi:bearing’. _
Officer:(Advances) - 45448 ‘diig and demandable: Unsecured:
- P285.439.865

ay On June 30; 2017, LBCH signed an’ agreemient with SAP Phlhppmes ne. to-acquire cloud
setvices named HANA. Enterprise Cloud for Production with Subscription Software. ( “HEC
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Subscription™) for 60 months commencing on-August 1 2017 and etiding on Jily 31,2022
Subsequently, ina Memorandum of Agreeément; LBCH ‘gave LBCE the right to-use the HEC
Subscription and in‘torn- shall pay LBCH a service fee equivalent to cost plus margin of five
percent (5%). Theservice fee shall b paid at the beginning of each quarter, The mark-up will
also be applied for any cost of consultangy services that will arise during the period of the
subscription.

b.) In December2019, the Parent Company madeadvances to LBCE to finance its working capital
requirements. These advances:are non-interest bearing and payable on démand;

«c:) OnMay 29,2019, LBCH §old all its 1,860,214 comrion: shares‘in QUADX inc: to LBCE for
P186,021,400 or P100 per share payable no:later. than tiwo years from the execution of deed of
_absolute sale of share, subject to.any- extension as may be agreed in writing by the parties;

-d.y LBCH tecognized dividend iricome from LBCE amountmg t6:270%.00 millivn in 2019 and
£1,582,59 million in 2018. On February 8, 2019 and Novernbér4, 2019; through 4 Memorandin
of Agreement, 1L,BCDC asmgned to LLBCH a portion of its.payable to LBCE. amotnting to
P229:37 millior and 2263 .92 million, respectively. On March 18; 2019, LBCE pald stockholders.
of LBCH amounting to ®11.82 million. Thesame amounts were offset against the dividends
pay__able of LBCE to. LRCH.

-€.) ‘On April 29,2019, LBCH enteréd into 2 loan agreenient with LBCE amsunting to
£183.38 million at 4% interest per annum: Additional Toans were grarited to LBCE i in the
followmg months daed June 3, 2019.and July 22, 20 19 amounting to 291,69 million-and
#£80.93 million, respectwely, with quarterly principal payments’ and: monthly interest payments at
4% per annum. .As.of Deceinber 31,2019, total outstandmg loans receivable amounted to:
$340.22 million, £304.62 million of which is presented as noficurrent under “Other noncurrent
assets”, Interest income: earned from loans receivable amounted to P8.34 million in 2019 of
which#0.42 million is. still unpaid..

f.) The Parent Company regularly makes advances to and from related parties to finance working
capital requirements and as ‘patt of their cost reimbursements-arrangement. These unsecured
advances are mon-interest bearing and payable on demand,

g) OnJune 6, 2019, LBCH recognized dividend income:from OFII amounting to #15.00: million for
‘its 30% iriterest on OFIL.

h) On September 12, 2019, the BOD-of LBCH approved de¢laration of cash dividends amountingto
£356.47 million, in which 301,49 million is payable-to. LBCDC and remaining. amount of
$54.97 million s payable to the Parent Company’s minority shareholders: In.2019, the Parent
‘Company fully paidits dividends payable:to its minority shareholder.

On February 8, 2019 and November 4, 2019, througha Memorandum of Agreement, LBCDC
-assighed t6 LBCH'a portion ofits payable to LBCE: amountmg to $229. 37 million and £263.92
miltion, respectively. The total amount of £493.29 million ‘was offset agamst the Parent
Company’s dividend payable to LBCDC. Also, inMarch 2019; LBCE paid LBCDC in behalf of -
LBCH amounting to #£11.82 million. Moreover, in. ‘Noverber 2019; LBCH pald LBDC in cash
amounting to #22.80 million, - As'of Déceniber 31, 2019 the Temajning dividend payable 10
LBDC amounted to.R14,78 million,

i.) “This ma’inly---t‘:‘.ons'ism of advances to sibsidiaries for docimientary stamp taxes and professional
fees related to issuance of new shares:

A




j2° On March 7, 2018, the BOD of the Pareit Company-approved the purchase of shates of the
entities under LBC Express Holdirigs USA Corporation. The acquisition is expected to-benefit
the Parent. Company by contributing to its global revenue streams. On the same date, the share:
‘purchase:agreements.{SPA) were executed by the Parent Company and LBC Express Holdings
'USA Corporation with-a total 'share: purchase price amounting to US. $8.34 million, subject to-
‘Certain closing condiiens. The transfer of the ownership of the shares and all nghts titles:and
Ainterests thereto.shall take place following the paymerit of the consideration defined and shall be
‘subject’to the necessary. approvals of the US regulatory bodies that oversee and/or regulate the
'-Compames On various dates in 2019, the Parent Company was granied the regulatory approvals
on the purchase 6f LBC Mundial Corporatmn, LBC Mabuhay North America Corporation and
LBC Mabuhay Hawaii Corporation (see Note 9).

The Parent Company’s key management-personnel are employed by LBCE. Assuch, the:
cornpensation arid other benefits of key management personne] are tecorded in the books of LBCE,

Aside:from requlred approval of related party transactions exglicitly stated in the Corporation Code,
tlie Parent: Cormpany has established its own related party transaction policy stating thatany related.
party transaction involving amouit or vahig gréater than 10% of the Parent Compaiiy’s-total:
consolidated assets are deemed “Materia] Related Party Ttansactions’. Such transactions shall be
reviewed by the Related Party Transaction Committee (RPTC) prior foits endorsement for the
Board’s Approval. Moreover, any related party transaction involving less:than: 10% ofithe Group's
total assets will be submiited to the Presidentand CEO for review:

15. ‘Operating Expenses
This a¢ccount consists.of:
- 2019 2018 .
Dues and subscriptions- P29,341,123 $28,346,180
‘Professional fees 14,768,737 13,092,833
Taxes-and licenses. 3,738,016 769,644
Royalty fees 1,585,750, —
Qutside services. :6'40;_'_43'5 3,720,893
Others- . . 1,613,116 2,084,109
P51.687,177 P48,013,659-
Others comprise mainly of bank and finance charges and other administrative expenses.
16. Income Taxes

Provision. for (benefit from) income tax consists of:

_ | __ 2019 2018
Current $207,984 £28,504
Deferred (5:329,769) 4,796,731

(B5,121,785) P4,825235

The provision for current tax represents MCIT in.2019-and 2018.
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Details of the Parent Cotnpany’s net déeferred tax asset -(:-liabi]'j"tfy")_g.;-as-frj f December 31, 2019:and

2018 follow:

2019

2018

Deferred tax assets arising from:

Allowance for impairment losses on::
Propeity and ¢quipment
Inventones
Receivables
Other cutrent assets

NOLCO

MCIT

$3,509,738
2,143,781
567 078
239,630
16,328,168
248,063

P3,509,738
2,143,781
567,078
239,630
15,117,586
40,079

23,536,458

21,617,892

Deferred tax liabilities arising from:
Unrealized: foreign: exchange gains
Othérs

(20,530,139).
(2:473,281),

(23,401,717)
(3.012,906)

123,003.420)

(26,414,623)

P533,038.

(P4,796,731)

In 2019.and 2018, the Parent- Company recogmzed deferred tax assets which were applied against the

deferred tax: llablhtles

There were no unrecognized deférred tax assets-as of December 31, 2019-and 2018.

The réconciliation of'the income tax oi pretax incoriie. computed at theé. statutory-rate 16 income tax

-expérise attributable to operations.is-as follows;

2019

2018

Tiicome tax at the slatutory income tax rate

Tax effects of the items not:subject to statitory rate: o _
Nontaxable income. (227,194,354)
Movement in uniecognized deferred tax asset. -
Expired NOLCO. 1,873,476’
Nondeductible experise 247,389,241

(#27,190,148)

592,602,876

(619,161,240)

(18,953,595)
2,353,325
47,983,869

(B5,121,785)

PAR25235

“The NOLCO thaf can be claimed as deductions from future taxable income and excess MCIT over

_RCIT that can be credited against future tax hablhty follows:

NOECO

Year Incurred

Amount

Used

Expired. Balance

2019
2018
2017
2016

17,993,197

6,244,919

Expiry Date

2022
2021

2019

P-  P11,946,859
17,993,197

~— 26,153,838
6,244,919

£62,338,813

— P6,244,919

¥56,093,394
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Year Incurred Amount Used Expired Balance Expiry Date
2019 ¥207,984 ?—' I -?20_7?98'4 _12022
2018 28,504 B B~ P854 2021
2017 11,575 — - 11,575 2020

$248,063 P P-  P248,063

Republic Act (RA) No.10963 or the Tax Reform for Acceleration and Inclusion Act (TRAIN) was,

signed into law on'December 19;2017 and took effect January 1, 2018, making, the new tax law

enacted as of the teporting date: -Although the TRAIN. changes éxisting tax law and includes séveral

provisions that will:generally- affect businesses on a-prospective basis, the management assessed that
the same will not-have any significant lmpact on the financial statement balances as of the reporting
.date.

17..

Financial Risk Management Objectives and Policies

‘The Parent Company hias various financial assets such:as:cashand cash ‘equivalents, receivables,
loaiig receivable, prépayment and other ciirrents assets, due from related parties and-investment at

FVPL.

‘The Parent Company’s financial liabilities comprise of accounts and other-payables; due-to telated
parties; derivative Jiability and bond payable. Thé miain purpose of these-financial liabilities is to
Tinancé the Parent Company’s operations.

‘The useof derivative financial instruments, if any, is solely for management of the Parent Company’s.
financial risk exposures. It is-the Parent Cotnpany’s policy not to enter iito- derivative transatctions

for:speculative purposes;

Thie main isks: arnsing from the Parent Company’s financial instrumens ae price risk, interest rate

tisk, foreign currency risk, credit risk and liquidity risk. The BOD teviews and approves policies for
managmg each of these risks which are summatized as-follows:

Price yisk
The Parent Company: closely monitors the prices: of its eqmty securities as well as macroeconomic

and entity specific-factors which could directly orindirectly affect the prices of these instruments. In

case of an. expected decline in'its portfolic of eqmty securities, the Parent Company readily disposes

.or trades the securities for replacemert with more viable and less tisky invesiments.

'Such investment secutities are subject to price risk due to changes i m market values of instruments
-ansing-either from factors specific to individual mstruments or theirissuers, or factors affectlng all
‘instruinents traded in the market.

The following table shows the-effect on other-comprehensive income should the change in the net

asset value (NAV).of the quoted equitysecutities ocour a8 at December 31,2019 and 2018 with all

other variables held constant:

Effect on other comprehensive income-

Change in NAV 2019 2018
+5.00% P52,316 $50/492
5.00% (52;316) 150,492)
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“The Parerit Company is also exposed to equity pricesisk in‘the fair value of the derivative liability:
-due to the embeédded equity conversion feature. Furthermore, the derivative liability has an “in the-
‘money” redemption. option with & minimum rate of return at a given point in time in the future- which:
makes the embedded conversion feature value close to-zere ornil. Hence, the impact of the changes
in the share price in the valuation of the derivative liability is minimal.

Initerest rdte visk and credit spi’ead sensitivity analysis

Except for thé credit-spread used in the valuation of the eonvertible tedeemable bond; the Parent
Company is:not mgmﬁcantly exposed to-interest-rate risk as the Parent Company’s 1nterest rate-on its
cash and cash-équivalents is fixed. The Parént Company follows a prudent policy on managing its
-assets-and lidbilifiés so as to-etisure that exposure to fluctuations in intefest rates are kept ‘within.
acceptable limits.

~The value of the Parent Company 's conveitible redeemable bond is driven primarily by two-risk
factors: underlying stock prices-and interest rates, Interestrates:are drivén by using: risk-fre¢ rate;
which is:a market observable inpuf, and, credit: spread, which is not based on- observable market data.
The following table demonstrates the sensitivity to a reasonably possible change in credit spread, with
all- other variables held constant, on the fair value of thie Parent Company’s: embedded conversion.
option of the convertible redeemable bond.

Effect in fair value

_ 2019 2018
Credit:spread +1% P57,452,852  £58,315,936
Credit spread -1% (60,301,921)  (63,189,129)

Foreign currency risk

Foreign currency risk is the risk thiat-the fiiture cash flows of financial assets and financial liabilities
will fluctuate becausé of chin ges.in forelgn exchangeratés. The Parent. Company s ‘exposure to the
risk-of changes in foreign exchange rates relates to the loan receivable and boiid payable denominated
in US Dollar:

Informaticn of the Parent Company’s foreign curréncy-denominated monetary-asset and lability
-recorded under loan: receivable and bond payable, respectwely, in the statements of financial position
and its: Ph_ll_lp_pmc Peso equ:v_alents as at December 31, 2019 follow:

2019

Forelgn CUrrency Peso equlvalent
Asset?
US Dollars 1,770,000  P89,809,800
Liability:
US Dellars 24,737,217y (1,255,166,391)
Thetranslation-exclidnge rateviséd was B30 74 46 USD I as.at. Peceniber 31, 2018,

. 2018 _
] _Foreign:currency  Peso-equivalent
L‘iabi'li_.ty: = — —
'US D't)lla"'rs (2 1,213,491) (B1,11 8_;460;_095)_
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The following table demonstrates the sensitivity to-a reasonably possible change in foreign exchange
rates, with all variables. held-constant, of the Parent Company s income-before tax (dueto. changes m
the fair value of: monetary liability).

Increase (decrease)

Reasonably Possible. change in foreign exchange rate in income before tax )
for- every two.units of Philippine Péso L 2019 2018

B2 (P45,934,434)  (B42,426,982)

{2) 45,934,434 42,426,982

Thergis no ‘impact on-the Parent Company 's-equity other than those already-affécting profit or loss.
“Thi movement in sénsitivity analysis. is derived from ¢urrent 6bsérvations on fluctuationsin US
Dollarclosing éxchange rates.

The Parent Company enters into shott-term foreign currency forwards, ifneeded, to-manage its
foreign currency risk from foreign cuirrency denominated transactions:

Credit risk |
Credit risk is the risk-that counterparty: will not meet its. obligation under a-financial asset or finaneial

liability:or ciistormer contract, leading to-a firiancial loss.

‘Receivable bal’an‘ccs are_"-moni'tore;_i:-on an-ongoing basis with:the result t'hatj_"ﬂje'fPa_rcnf-C:Ompany"-_’S-
exposure to bad debts is not significant:

As for the cash in banks-and cash equivalents, the maximum exposure to credit risk from these
financial assets arise-fromm the default-of the cointerparty: with a maximuin exposure equal to their
carrymg amounts,

Aginganalysis.of loans.and receivables

As at-December 31, 2019 and 2018, the aging analysis of loaris and teceivables follow:

2019
Neither past Past due but not impaired
dire-nor 30-68 60-90 ‘Over.

Total impaiféd: days’ “days. 90:-days:  Imjpaired.

‘Cash and-cash equivalents B1,838;629,131 #£1,838,62%,131 5 B B P
-Receivables 718,559,131 718,559,131 - - - -

‘Prépayment and othet B _ o
curenitassets 6,089,280 6,689,280 - = - -
Loars receivable- 388,350,925 388,350,925 - - - -
-Dug-from felated parties 405,424,317 405,424,317 = = = =
Irivestment.at FVPL, . :1,048312 1,046,312 - - - =
' £3,358,099;096  ¥3,358,099,096. B P I -
2018
‘Neither past Past due butnotimpaired
dugfior  30-60. 60-90 Over

‘“Tatal impaired. days days. 90 days Impaired
‘Cash and cash equivalents - 1;548,935;345 ®1,548,935,345 E Ead B TR
Receivables 1,582,609:349  1.582,609.349 - = - -
Dree from related parties. 4413687 2548124 - - = 1,865,563
Investment at FVPL . 1,009,832 1.009:832 - - - -
£3,136,968213. . 23,135,102,650 P B B P1,865,563
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The credit quality of the financial asséts was detefmined ‘as follows:

Cash in banks anid short-tern tine: deposits are; deposnedfplaced in banks that are stable:as they
qualify either as universal :or commercial banks. ‘Universal-and commercial bariks represent the
largest smgle group, resource-wide, of financial institutions. in the country the Parent Company is
operating. They: offer the widest variety of bank:ng services among financial institutions., These
firiancial asséts are classified.as ki gh grade due to the éonfiterparties’ low probability of msolvency

Except for those receivables provided with allowance in previous years, presented as impaired,
teceivables are considered high grade due to thé Parent Company’s positive collection experience.

Hi gh grade dccounts are considered to be of thh credit rating value. The: counterpartles have avery-
remoté likelihood of default.

Medium grade accounts are active -acco_unf_s ‘with minimal instances of payment default, due to _
collection. issues. These-accounts:are typically fiot impaired as the counterparties generally respond
to the Parent Company’s collection efforts‘and update payments accordingly.

Low grade aecounts pertain to accounts: awhich have impairment based on historical trend or
customer’s unfavorable operating conditions. :Accounts under this group: show posmble or-actual logs.
to the Parent Company as a resuli of default in payiientof the counterparty despite the regular
follow-uip actiofis and extended payment terms,

The tables below show the credit quality-of the Parent- Company’s financial assets:

2019
High Grade  Medium Griade. ~ Low Grade Total
Cashiin banks zind cash equivalents  P1,838,629,131 B- F—  P1,838,629;131
Recgivables 718:559,131: - - 718,559,131
-Prepayments atid-othet current, _ .
-assets 6,089,280 - - 6,089,280
Loauseceivable 388,350,925 - ~ 388350925
Due fromrelated parties 405424317 - - 405,424,317
Investment at FYPL. 1.046312 — - 1,046 312
-$3,358,099,096 B P-  P3,358,090,096
. . 2018
HighGrade _ Medium Grade. ‘Low Grade. Total
‘Cash in'banks and cash equivalents  P1,548,935,345 P $-  P1,548,935,345
Receivables 1,582,609,349 - o - 1,582,609,349
‘Due from related parties: 2,548,124 — 1,865,563 4,413,687
Investmient at EVPL 1,009,832 — = 1,009,832
3,135,102,650. oo R1865,563 B3,136.968,213
Liquidity.risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments
associated with financial assets and financial liabilities. Liquidity risk fay result from either the
inability to sell financial-assets quickly-at their fair values; or the counterparty fafling on repayment of
a.contractual: obhganon or mablhty to generate cash inflows as antlmpated

The Parent Company has.a policy of regularly monitoring its cash position to ensure that maturing
liabilities will be adeqiiately met.
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Priident. hquldlty tisk management 1mphcs maintaining sufficient cash, the. availability of fundmg
through an adequate amount of committed credit facilities and the:ability to close out tharket
positions. Management believes that cash: generated from operations is sufficient to meet daily
working capital-reguiremients.

The following table:summarizes-the maturity profile of the Parenit. Company s-financial assets and
financial liabilities as at December 31, 2019 and 2018 based on remainin g contractual. undxscounted

collections and payments:

2019

Dueinless than

Dugé in more

‘Drie year ‘than one year-.. Total .
Financial assets
Cash and eash equivalents.
Cash.in. banks P108,222,231 P 108,222,231
Cash equivalents 1,730,406,900 - 1,730,406,900
‘Receivables 718,559,131 = 718,559,131
'Prepayments and othef current assets 6;089,280* - 6,089,280
Loans feceivable - 388,350,925 388,350,925
Dueé from related. paities 405,424,317 — 405,424,317
Investment at FVPL 1,046,312 — 1,046,312
- P2.969,748,171 £388,350,925  $3,358,099,096
Financial fiabilities
Accounts-and-othet payables. P4,052,264 2= 4,052,264
.Die torrelated parties 14,818;991 - 14,818,911
Derivitive liability: - 2,048,681,561 2,048,681,561
- Bond pavable = 2,893,079,676' 2,893,079,676
$18,871,255  P4,941,761;237  $4,960,632,492

*Current portion is-classified under Prepayntents and other current assets-and Due from velated parties,

2018
Due in less than " Dug ir-more:
one year thar ‘one year -Total
‘Financial assets
Cash.and cash equivalents
Cash in banks FI?Z 066, 438 o
‘Cash equivalents. 1,376,868,907 - : 8,
Rccewables 1,582,609,349 - 1 582, 609 349
Due from related parties 2,548,124 - 2,548,124
Investment at FVPL 1; 009 832 - 1,009.832
- B3,135,102,650 B $£3,135,102,650
Financial liabilities
_Accounts and other’ payables ‘P19:695,859 P £19,695,859
D¢ torelated partles ' 285,439,865 - 285,439,865
Derivative llablhty ' - 1,406,175,427 1,406,175,427
"Bond payable- — 3:535,585,810 3,535,585.810
£305,135,724  P4,941,761,237  P5,246,896.961
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'Capital Management
-Generally, the primary: Ob]ectwe of the Parent Cotmpany’s capital maniagemerit is fo. énsure that it

continuously strives-and maintains a'strong credit standing and healthy capital ratios in order to
‘sappott its business.and maximize shareholders” vilue..

Ti ght of changes in the busmess and general economic condltlons To mamtaln or: adjust the capltal
strizcture; the: Parent Company may adjust dividend payrmentto- shareholders, return capital to.

sharehiolders or issué new shares,

No-changes were made inthe Parent Comparny’s objectives, policies or processes-as at December: 31,

2019 and 2018. The Parent Company is not.subject to externally imposed capital requifements,

The capital that the Parent Company manages is equal to-thie total equity as showri in the statemeénts.

of financial position at Décember 31, 2019 and 2018 amouniing to B2,475.39 million ad
$2,917.37 million, respectively.

8.

Fair Values and Oﬂ'éetﬁng -Arrangcments_

The methods arid assumptions used by the Parént:Company in estimating the-fair value of the
financial instruments -are ‘as follows:

The caiTying amounts of cash and cash equivalents, receivablés, loans réceivable, due from/to related.
partiés atid accounts and other payables approxunate their fair value These financial instruments are
relatively short-term in nature except for-loans receivable,

The fait value of the 'Unquote.d unit "iﬁveSttﬁén'tlImst fund is based on the published net asset value per
unit as of reporting date and is undgr the Level 2 category,

The ‘estiniated fair value of derivative liability-as at Decembet 31, 2019 is baséd on an:indiréct
methiod of vatuing multiple embedded derivatives. This valuatlon techinigue using binomial pyramid
mode] uses stock prices and stoek: price. valatlhty ‘Thisvaluation method: compares the fair value.of
the: opt:ton-free instrument against the fair valie of the. hybrid convertible instrument. The: differerice
of the fair values is assigned as the value of the embedded derivatives:

The significant unobservable input in the fair value is'the stock pnce volatility-of 15:97%in 2019.
A 5% increase (5% decrease) in the stock price volatility would net materially affect the fair value of
the derivative liability:

The' plain bond is détermined by discounting the cash flows, which is-simply the prificipal at. maturity,
using discount rate of 3,36%. The discount rate is.composed of the matched to maturity risk free rate
and the. optlon adjusted spread (OAS)0f 12%.

Fair Value Hierarchy

The Parent Company uses the following hierarchy for determining and dlsclosmg the fair value of

financial fnstruments by valuation. techmque

Level 1:  quoted (uhadjusted) prices in active markets fot identical assets ot liabilities

Level2:  other techniques for-which all inputs which have-a significant effect on the recorded fair
value are observable, either directly. or indirectly

Level 3+ techiniques which use inputs which-have a significant effect on the recorded fair value that
are not based on observable-market data
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Thié quantitative disclosures on fair value measurément hierarchy for assets:dnd liabilities as-at
December 31, 2019 follow:

_ 2019
Fair value mieasnreménts. using

Quuted pru.:es in

Attive markets -Signifieant Signtfieant
Carrving’ “for identical ‘observable  ‘unobservable
values: ‘Tatal  sssets (Level 1) inputs{Levél.2) inpuis {Level 3)
Assets measured st fair vaiue: . _ . : _ . i
Unqisated unit inyestment trusy fidd. B1,046.312 21,046,312 E P1,046312 -
Liahilities mes ved at fair valuc o o
TDerivative Tiability 2,048,681,561  2,043,681,561 - — 2,048,681,561
Ltakilities for which fair valueare o I
© disclosed ' o _ _ o
Bond Fayable 1247.020,088°  1,350,898,104: - = 1,356,598,104
2018
. Fair value measurements using
Quoted prices in Significant )
Activé.markets- -uhservable Significant
Carrying, for Identical inputs unobservable
valies. “Totd]  asscts{Level 1)- Levil 2) Inputs {Lovel 3)
Assels measured at fajt value ' '
Unguotedudit investment frust fand B1.009.832- JRLODYR32 B “P1.009;832 P
Llabllme% measured at fair value, S ) ) _
Derivative liahiliry 1.406,175427  1,406,175.427 - - 1:406,175,427
Lisbilities for which Fair valii #re ' ' ' R
. disclosed
Bond.Payable 1108417074 1,104307,001 - - 1104307001

During the years ended December 31, 2019 and 2018, there were ho-transfers between Level 1 and
Level 2 fair value measurements and no transfers into'and out.6f Level 3 fair value meéasirements.

Offsetting of Financial Instruments
Financial assets and labilities ar¢ offset and thie net amount: repotted in the statements of firiancial

position where the Parent Company turrently has alegally enforceable right to set-off the recogmzed
amounts and there is-an intention to settle on a niet basis or realize the netasset settles the liability
slm_u_lt_aneo_usly.

The table represents the recognized financial instruments that are:offset as at December 31, 2019
(nﬂ in 2018) and shows in-the *Net’ column. is-the net impact on the Parent: Company’s staterments.of
fi nanclal positioti a8 a result-of the offsetting rights.

Diecembver-31, 2019
Dividerid Offsétting Gross aniount Offsetting Cash recmpt _ Cash paid Net amount
Dividends receivable  B2,305,597,100  @505,113,775) (P1,002,480,591) B PT08,002,743
Dividends payable (641,639462) 505,113,775 - 121,750,437 (14,775,250)-
o g . _ December 31,2619 .

Rayaity Offetting Gross Amount- Qffsetting  Cash received -Cash paid Net Amount
Loarts receivable B91339,200  @1;522,320), P- P~ P89,816,850
Atcrued iriterést- o o o

“receivable 529517 {63,430y - = 466,087
Royalty payable“' A1,585,750) 1,588,758 - - =
m o

inchided under accoimts and dther- pambfes

The-Parent Company’s dividends payable to LBCDC has been offset against'the dividends receivable
from LBCE.

L T
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The Parent Company’s royalty payable has'been offset against loan receivable and interest recgivable

from Transtech

19.

Note to:Statement of Cash Flows:
In 2019, the Parent Company: has the following non-cash transactions under:

Investing Activities

a.) Uncollected selling price for the sale of QuadX, Inc. amounting to 186.02 million.

b.) Apphcatron of advances for future subscription amounting to P439.82 million upon approval of
us: regulatory bodies o thie purchase-of LBC Mundal Corporatlon LBC Mabuhay North
America Corporation and LBC Mabuliay Hawaii Corporation.

¢) Offsetting of dividends receivable and dividends payable amounting to®505.11 million,

Finiancing Activities.
Details of the movernent in cash flows from financing activities are as follows:.

L _ Farcign
December 31, o . vidends L ‘exchiange Fait vlliie.  Dgezmber.31;

; ) ) 20J8 Cash Flows Inferest declared ‘Offsetiing mpvement : -changes' 21]19 )
Cenvenihle:bond ’ i N
. {bond and - C : : o e
decivative lability) ~B2,514.592,501 B BRI I23419 B P (P45.319.435) RA42:506.134: F3295.702:619
Bruc:to related partics. 1 - - = (222,490) {54, - 43741

Dividends payablc: 285, m 094 (121.750.437) - _356456:368  (505,113,775) - = ‘14.775.25G

Total liabilities from . . L o _ e ) . o
financing; ;u;twmes?" Eﬂﬂ 033.366- (BI31.750.437) - R183.923.415. -P356.460,368 {R505:.336.265) (B45,319:975) P042,506.134. 13,310,521.610

In 2018, the Parent Company has the following non-cash transactions undei-

lhvesting Activities

equlry recorded under ‘Due ﬁom related partles amountmg to ?1 86. 02 rm]hon
¢.y Unpaid acquisition of investment in an associate amounting to £9.65 million.

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

. . Foreign . ) ) )
December 31; o Dividends: exchange Fairvalue  December 3,
2017 Cash-Elows lnterest declared movement changes 2018
Conventible Gond-(boad and ) .
“derivative lishitity) - P}..TSG 558 538 - B PIRLG5A3T P-  PS0STIGAL [R454,19R.052) B2,514,392,50]0
.Duete.related partics - 266,171 - . '” - - J
Dividends payabie. - - o~ 285073094 - .~ 2R5.173.004
“Total liahilities from. T L o L o ] . e
fmancing sctivities  $2,756558,538 B166.771  PI61.654374  P28S.173.004 PS0.5T7.64) (B{54.198,052) P2.800033,366

R
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30. Subsequent Events

Loan extension to related party
On April 1, 2020, the Parent Company extended a 3-year-interest: zbearing loan to- LBCE, amounnng
10 P100.00 rmlllon tofinance the latier’s wotking capital requirements.

Impact of the recent. Coronavirus. situation

To contdin the COVID-19 ‘panderhic, on March 13, 2020, the Office of the President ofthe
Philippines issued a Memorandiim to impose: strmgent socxal distancing measures in the National
Capital Reglon Consaquently, onMarch 16, 2020, Presidential Proclamatlon No:929-was issued,
‘declaring a State-of Calamity throughout the Phlllppmes for a-peri jod of six (6) moiths; and placed.
‘Luzon under Enhanced Community: Quarantme (ECQ)unfil April 14, 2020; this was later extended to
May 15, 2020 and was further extended to May-31, 2020. Under the ECQ, strict home quarantine
was implementedin Luzon, and establishimients pr0v1d1ng basic.necessities were allowed operational,
likewise restricting land, airand sea travel. However_ the moveinent of cargo within, to and from
‘Luzon was unhampered amid the ECQ, subject to.the guidelines from the Inter-Agency Task Force.
(IATF)..

As:a Holding Company, the Covid-19 pandemic has no material impact on the Parent. Comipany”s.
stand-alone financial statements. Moreover, the impact of the panderiiic-on its operating subsidiaries.
are dl_scl_o_s_e_d _Separat_aly_ inits subsidiaries’ stand-alone financial statements and in‘the Parent
Company’s-consolidated finaricial statements.

LR
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INDEPENDENT AUDITOR’S REPORT

The Board-of Directors arid ‘Stockholders
LBC Express Holdings, Inc.

LBC Hangar, General Aviation Center:
Domegstic Airport Road o

Pasay City, Metro. Mamla

We have audited the financial statements of LBE Express Holdmgs Ing. (the Parent: Company) a5 ofand
for the year ended Decetnber 3, 2019-on which wehave renderéd e attactied report datéd
May 28,2020,

In compliance with Revised Securities Regulation Code Rule No, 68, As, we are stating that the Parent
Company-has four hundred seventy-f ive:(475); stockholders owning ong hundred. (100Y or more shares.

SYCIP GORRES VELAYO. & CO;

il Jas nnB Valcnma

.Partner _

CPA Certificate No. 90787

SEC Acereditation No, 1737-A (Group A),
January-24, 2019, valid-until January 23, 2022

Tax Identification No. 162-410-623

‘BIR Accreditation No. 08-001998-74-2018,
February 26, 2018, valid until February 25, 2021

PTR No. 8125312, January 7, 2020, Makati City

May-28, 2020
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INDEPENDENT AUDITOR’S REPORT
ON SUPPLEMENTARY SCHEDULES

The Board of Directors and Stockholders
LBC Express Holdings, Inc.

LBC Hangar; General Aviation Centre
Demestic Airport Road

Pasay City, Metro Manila

BOAPRG Reg-No., 0001, -
Ggtobier4, 2048, valld und Augusl 24, 2021

‘BECAcueduanon No. DOTZFRS [GioupAf
Hovernber 8, 2018, valid urdil Nevember &, 2021

‘We have audited in accordance with Philippine Standards on Auditing; the financial statéments of

LBC Express Holdings, Inc.-(the Parent Company) as at'and for the yearsiended December:31, 2019 atid
2018 and have issued or regort thereon dated May 28,2020. ‘Our audit was made for the puirpose of
forming an:opinion on:the basi¢ finangial statéments taken as a whole. Fhe Supplementiry Schedule of
Retained Earnings Available for Dividend Declaration is the- respon51b111ty of the Parent Company’s
management. This: schedule is. .presented-for purposes. of complymg with Rcwsed Securities Regulation
Code Rule 68 and is not part of the basic financial staterments. This. schedulerhas been: sub_]ectcd to the
audltmg procedures-applied in the audit of the biasic finaneial stateinents. and, in‘our. opinion, fairly states,
in all matcrial respects; the information tequired to be set fortl therein in relation to thie basic. financial

statenients taken as a whole.

SYCIP GORRES VELAYO & CO.

il Jasifin B. Valencia
‘Partner
CPA Certificate No. 90787
SEC Accred1tat10n No. 1737-A (Group. A),
January 24,2019, valid until January 23, 2022
Tax Identification No. 162-410-623
BIR Accreditation No. 08-001998-74-2018,
Februaty 26, 2018, valid until Febraary 25, 2021
PTR No. 8125312, January 7, 2020; Makati City

May-28, 2020
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LBC EXPRESS HOLDINGS, INC.

SUPPLEMENTARY SCHEDULE OF RETAINED EARNINGS AVAILABLE.

FOR DIVIDEND DECLARATION
For The-Year Ended December 31, 2019

Unappropriated Retained Earnings, beginning.

P1,436,086,955

Adjustments: o
Deferred tax asset that reduged the amovnt of income tax
expense of prior-periods

(463.780.274)

Unappropriated Retained Earnings, as adjusted to available
for dividend distribution as at January 1,2019

Less: Net Loss actually incurred during the period

Net loss durmg the perlod closed to Retained Earmngs
Less: Nen-actual /unrealized iicome niet
Equity in nét ificome of assocmtt_:_;j_omt venture.
Unrealized foreign exchange gain - net (after tax, except those:
attributable to cash and cash equivalents)
Urirealized actuaral gain
Fair value adjustment (M2M-gains)
Fair Value adjustment of investment property: resultmg to gain
Adjustment due-to deviation from PFRS/GAAP gain.
Other unrealized gains or adjustments-to the retained earnings
as & result-of certain transactions accounted for '
~ under the PFRS,
Subtotal

Add: Non-actuallosses
Deprec:latmn on.revaluation increment (affer tax)
Adjustment dué to deviation from PFRS / GAAP — loss

Loss onfair value. adjustmen_t of1 mvf_:sim_cnt proper_ty.(a__ftgr tax)

Net loss actually incurred during the period

Add (Less):
Dividend declarations during the period
.Appropnahons of Retained. Eammgs during the period.
Reversals of appropriations’
Effects of prior pertod adjustments
“Treasury shares
‘Subtotal

972,306,681

85,512,042

29,241,087

29,241,287

114,753,329

(356,466,368)

(356,466,368).

Total Retained Earnings; end of the year available for dividend

P£501,086,984




