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ASSETS

Current Assels
Cash and cash equivalents (MNotz 4)

|

P2,201,388,093

B1,047,835 364

Trade and other recaivables (Note ) 41,627,464 108,107,798
Drue from related partics (MNaotz 3) 368,530,669 2,737,502

Due from National Power Corporalion (NPC)/Powsr Sector Assets
and Liabilities Management Corporation (PSALM) (Note 7) 1,175,128 1,175,128
Materials and suppliss (Note 8) 56,484,295 318,524.3012
Prepayments and other current assets (MNote 9) 48,220,418 120,537314
2,717,435,067 1,593,937 410

Total Current Assets

Noncurrent Assels Held for Sale (Note 12)

18,213,000

MNoncurrent Assets
[nvestments in associates (Mote 10)
Inwvastments in subsidiaries (Note 11)

2,852,465,368
341,177,829

2,852,465,368
341,177,825

Property, plant and aquipment (Note 12) 411,526,116 414,037,013
Defarrad income tax asset (Note 22) - 6,791,130
Pansion asset (Note 23) 1,407,927 -
Other noneurrent assets (Notes 13 and 26) 17,360,713 1,155,343 338

Total Noncurrent Assats 3,623,937,953 4,765 814,678
TOTAL ASSETS P(,359,586,020 B3G5 752,088

LIABILITIES AND EQUITY

Current Liabilities
Trade and ather payablas (Note 14)

P064,979,666

P261,606,080

Due to related parties (Note 5) 3,119,008 1,9’?%,94'5
Income tax payable 4,571,297 _[-'S.Sff},ﬁlﬂ
Due to NPC/PSALM (Note 7) - 511,650,588
Total Current Liabilities 72,670,031 822073218
Liability Directly Associated with Noncurrent Assets
Held for Sale Mates 12 and 13) 2,234,000 -
Noncurrent Liabilities -
Asset retirement oblization (ARQ) (Note 13) - 22,637,104
Pension liability (Wote 23) = %:54‘4:935
Total Noncurrent Liabilities - 25,182,040
Tatal Liabilities BRCYOF A TI0 u o e 74,904,031 B47,257,258
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December 31
2018 2017
Equity
Capital stock - B1 par value (Note 17)
Autharized - 2,000,000,000 shares
[ssuad - 1,569,491,900 shares B1,569491,900  P1,569,491,%00
Additional paid-in capital 86,810,752 Ba,B10,752
Retained eamings (Note 17):
Appropriated for future expansion projects 1,500,000,000 1, 350,000,000
Unappropriated 3,251,244,958  2,647,469,896
Other comprehansive income:
Remeasurement of employee benefits (Mote 23) 3,292,553 (819,344)
Net unrealized valuation gains on financial asset at fair value
through other comprehensive income (FVOCI) {Note 13) 4,850,000 ~
Net unrealized valuation losses on available-for-sale (AFS)
investment (Note 13) - (350,000)
Treasury stock at cost - 72,940,097 shares (Note | 7) {131,008,174) (I31,008,174)
Total Equity 6,254,681,989 5,521,494 830
TOTAL LIABILITIES AND EQUITY BG,359,586,020 PA36R,752,088

See accompanying Notes ta Pavent Comparny Financial Siatements,
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SPC POWER CORPORATION

PARENT COMPANY STATEMENTS OF COMPREHENSIVE, INCOME

Years Ended December 31

2018 2017 2016
REVENUE
Operating fees (Note 26) 210,356,843 B- BI00,224,047
COST OF SERVICES
Plant operations (Notes 18 and 26) (36,736,663) — (205,312.839)
GROSS PROFIT (LOSS) (26,379,821 - 184,911,212
GENERAL AND ADMINISTRATIVE
EXPENSES {Note 19} (163,823,927) {126,444, 744) {168,985,301)
OTHER INCOME (CHARGES)
Dividend income (Notes 5, 10 and 11} 1,797,383,787 1,7534,761,383 715,569,025
Service income (Mote ) 120,007,154 100,006,366 34,549 214
Interest incoms (Note 4) 41,191,175 10,617,555 16,832,393
Changes in asset retirement oblization (Note 13) 21,284,649 - -
Interast expense (Notes 15 and 16) (881,545) {20,052,142) (27,388,251}
Others - nat (Notes 3, 5 and 26) 226,252,709 129,457,050 6,898 523
2,205,237,931 1,974,790,214 FT0ABL 106
INCOME BEFORE INCOME TAX 2,015,034,184 1,848 345 470 786,406,527
PROVISION FOR INCOME TAX Motz 22) 64,017,680 41,117,758 44,316,078
1,951,016,504 1,807,227,712 742,090,849

NET INCOME

OTHER COMPREHENSIVE INCOME
[tems that will not be reclassified to profit or

loss:
Remeasurement of employee benefits, nat

of tax effect (Note 23) 4,212,007 (619,544) =

Unrealized valuation gain on financia) asset
at EVOCT (Notg 13) 1,500,000 - o
5,712,097 (919,544} =

TOTAL COMPREHENSIVE INCOME

P1,956,718,601

B1,806,308,168

BT742,090,849

EARNINGS PER SHARE

(BASIC/DILUTED) (Nola L7) 21.30 El.2] 80,50
Jee accompanying Notes ta Parent Company Finansial Statements.
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SPC POWER CORPORATION

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2018 2017 2016
CASH FLOWS FROM OPERATING
ACTIVITIES
[neome before income tax P2,015,034,184 P1,848,345470 B78G,A06,927
Adjustments to reconcile income before income
tax to nat cash flows:
Dividend incoma (Notes 5, 10 and [ 1) (L,797,383,787)  (1,754,761,385) (719,369,025
[nlzrest income (Note 4) (41,191,175) {10,617,555) {18,852,553)
Changes in asset retirement obligation '
(Note 13) (21,284,649) -
Provision for impairment on property, plant
and equipment 14,266,880 - 8,900,000
Depreciation and amortization
{Wotes [2and 21} 13,141,696 1,910,328 1,730,507
Interest expense (Notas 15 and 16) 881,545 20,032,142 27,388,251
Met changes in pensiaon 259,234 504,540 -
Others - net (Nate 28) 7,137,266 763,331 [538,871)
Operating income befors working
capital changes 190,861,194 106,128,871 85,465,194
Decrease {increase) in:
Trade and other receivables 65,480,334 {33,082,278) 122,776,243
Due from related parties (365,773,167) 430,026,032 - (214,088)
Due from NPC/PSALM - - 914,264
Malterinls and supplies 265,046,777 (255,647,407) (48,178,627)
Prepayments and cther current assels 72,307,548 (73,358,826) (43,627,804,
Increase {decrease) in:
Trade and ather payables (226,626,414) 204,905,878 7,177,277
Dye to NPC/PSALM (511,630,588) 195,494,613 143,297 628
Due to related parties 1,146,128 622,587 1,243,359
Net cash generated from (used in) operations (508,607,838) 399,149,470 270,858,450
Income taxes paid (69,500,863) (33,541,943} (41,%31,032)
[nterest paid - (21,716,866) (26,897,018)
Interest raceived 41,191,175 10,617,553 16,852,593
Net cash flows from (used in) operating
activitias (536,917,526) 354,508,214 215,882,993
CASH FLOWS FROM INVESTING
ACTIVITIES
Cash dividends received (Notes 5, 10 and 113 1,797,383,787 1,794 212,627 357,377,264
Additions to property, plant and equipment
(MNote 12) (56,219,762) {140, [78,285) (235,907,121
Proceeds from disposal of property and
equipmant 1,593,750 267,857 309,223
Decrease in other noncurrent assets 1,143,453,081 (835,287 3,043,679
[nvestment in an asscciats (Nots 10) - - {79,999 870
Met cash flows from investing activities 2,886,210,856 [,653,466,512 244 023,175

(Farward)
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Years Ended December 31

2018 2017 2016
CASH FLOWS FROM FINANCING
ACTIVITIES
Cash dividends paid (Note 17) (B1,197,241,442) (BL,200,500,706)  (B874,707,677)

Payments of [ong-tarm debt (Notz 16)

- (577,777,778}

(103,911,053}

Cash flows used in financing activities (1,197,241,442)  {1,778,278,484) (978,678,710}
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS 1,152,051,5588 429,696,044 (513,772,562)
ETFECT OF EXCHANGE RATE

CHANGES ON CASH AND CASH

EQUIVALENTS 1,500,841 (1,033,188) 380,436
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 1,047,835,364 19,171,508 1,134,564,034
CASH AND CASH EQUIVALENTS

AT END OF YEAR (Note 4) PB2,201,338,093 BL047,835,364 Ba19, 171,508
Sea arcomparing Notes o Parent Company Finarolal Statements,
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SPC POWER CORPORATION

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

1,

Corporate Information

EGPC' Power Corporation (the Parent Company), formerly Salcon Power Corporation, was
incorporated in the Republic of the Philippines and registered with the Philippine Securities and
Exchange Commission (SEC) on March 11, 1994,

The Parent Company was formerly a venture company owned by members of the Salcon Consortium
which entered into a Rshabhilitation, Operation, Maintenance and Management Agreement (ROMM
Agreement) with the Naticnal Power Corporation (NPC) on March 25, 1994 for the purpose of
undertaking the rehabilitation, operation, maintenance and management of the 203.8 megawatt
(MW) Naga Power Plant Complex (NPPC) in Colon, Naga, Cebu under the rzhabilitate-operate-
maintain-and-manage scheme as defined in the ROMM Agreement.

Under the ROMM Agrsement, the Parent Company, at its own cost, rehabilitated, operatzd,
maintained and managed the NPPC over the cooperation period of 15 years (Cooperation Period:
up to May 29, 2009 for the Land-Based Gas Turbines (LBGTs), and up to March 25, 2012 for the
Csbu Thermal Powsr Plant (CTPP) 1, CTPP 2 and Cebu Diesel Power Plants | (CDPP 1), as
amended).

In resolutions dated September 28, 2001, the Board of Directars (BOD} and Stoclcholders amendad
the primary purposes for which the Parant Company is formed. Together with its subsidiaries and
associates, it is engaged in various business activities within the Phil; ppines that include, among
others, the development, construction, rehabilitation, maintenance, managsment and operation of
power generating plants, electricity distribution and related facilities in accordance with existing
laws.

On April 2, 2002, the Parent Company’s common shares were listad in the Philippine Stock
Exchange (PSE) (see Notz 17).

On September 9, 2016, the Parsnt Company's BOD further amendad the Parent Company’s Articles
of [ncarporation in order to engage in the business of selling, brokering, marketing, or aggregating
elsctricity to the end users, The amendments ware subsequently approved and confirmed by written
consent of the stackholders representing at least two-thirds of the outstanding capital stock of the
Parznt Company. On January 4, 2017, the SEC approved such amendment.

The registered office address of the Parent Company is 7 Floor, Cebu Holdings Center, Archbishop
Reyes Avenue, Cebu Business Park, Cebu City.

The financial statements of the Parent Company were authorized for issue by the BOD on
April 4, 2019.

AR
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Summary of Significant Accounting Policies

Basis of Preparation

The Pa:rc::nt Company’'s financial stataments have been prepared on a historical cost basis, except for
tinancial assets at FYOCT which have bean measured at Fair value, and are presented in Philippine
Peso, the Parent Company’s functional currency. All amounts are roundsd to the nearest Peso
except as otherwise indicated.

The Parent Company also prepares and issues consalidated financial statements for the same period
as the separate financial statements presented in accordance with Philippine Financial Reporting
Standards (PFRSs). These may be obtained at SEC Building, V. Rama Avenue, Englis, Guadalupe,
Cebu City,

Statement of Compliancs
The Parent Company's financial statements are presenied in accordance with the PERSs,

Changes in Accounting Policies and Disclosures

The accounting policies adopied ars consistent with those of the previous financial year, except for
the following new and revised standards and Philippine [nterpretations which were applied starting
January 1, 2018. Unless otherwise indicated, the adoption did not have any significant impacl on
the financial statements of the Parent Company,

*  PERS 9, Financial matrments

PERS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments; Recognition and Measurement, and all pravious versions of PFRS 9. The standard
introduces new. requirements for classification and measurement, impairment, and hedgs
accounting.  Retrospective application is required, but comparative information is not
compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limitsd exceptions.

The Parent Company has adopted this new standard without restating comparativa information.

As of January 1, 2018, the Parent Company has reviewed and assessed all of its existing
financial instruments. The following tabls reconciles the carrying amounts of financial assels,
from their previous measurement category in accordance with PAS 39 to their new measuremant
categories upon transition to PFRS 9 on January 1, 2018, and prior period’s closing impairment
allowance measured in accordance with PAS 39 to the opening impairment allowance
determined in accordance with PERS 9 as of January 1, 201 8;

Crrignal

Meleasurement  Oiignal Carrying Mewe Wlszturament New Carryiing

Catzgory Under Amount ander Categary Amounl unider

Finanelal Aazary PAG 10 PAS Y Reclsatfiention  Remeasurzmsil Llsdee PFES 3 PERS @

Cash and sash znuivalents Loang and — BIO47EIEIGE @1 047,435 36 P Finanuial aasats at #1047 835,354
receivalles arnerlizsd cost

luvestiment in proprietary elub hares  AFS investinents 1,300,200 1,260,000 3,700,000 Finanzial assets at 5000, 005
FWaCL

Trads and atlier recaivahizs Lonna and 108,107,793 S R e i - Financlal assets at [0F, 197,753
fessivables amartized cost

Due from MECPEALM Loans and LE73,124 1,175,128 —  Pinancial mzets st 1,175,124
cecaivabies amartized eogt

Due from relaced pacties Loang and 2,751 502 2,797,502 — Finaneial a3s=ts at 1,757,502
receivables amorlized cost

Menenerent rezeivable Jnclud=d in Laans and L, 43,240,000 1, 143,240,000 ~  Financial assets at 1, 142,240,000
"Ctlies Mancusrent Azsels") recaivables amorlizad sost
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The effects of adoption on the parent company financial statements ars as fallows:

As at January 1,

2018

Increase (decrease) in parent company statement of

financial position:
AFS investment {1,300,000)
Financial asset at FVOCI 5,000,000
Total Assets £3,700,000
MNet unrealized valuation lossas on AFS iavestment (B350,000)
Net unrealized valuation gain on financial asset at

FVOCI 3,350,000
Tatal Liabilities and Equity £3,700,000

As of Decamber 31, 2018 and 2017, the Parent Company does not hold financial liabilities
designated at thir value through profit or loss,

PERS 15, Revenue from Comtracts with Customers

PFRS 15 supersedes PAS |1, Comstruction Contracis, PAS 18, Revenue, and related
[nterpretations and it applies to all revenue arising from contracts with customers, unless those
conlracts are in the scope of other standards. PFRS 15 establishes a new five-step modsl that
will apply to revenue arising from contracts with customers, The new standard establishes a
five-step model to account for revenue arising from contracts with customers, The [ive-step
modeal is as follows:

[dentify the contract(s) with a customer

Identify the performance obligations in the contract

Deeterming the transaction price

Allocate the transaction price to the performance obligations in the contract
Recognize revenue when (or as) the entity satisfies a performance obligation,

LA La R e

Under PFRS L35, revenue is recognized at an amount that reflacts the consideration to which an
entity expects to be entitled in exchange for transferring goods or services to a customer,

The standard requires entities to exsreise judgemant, taking into consideration all of the relevant
facts and circumstances when applying each step of the model to contracts with the customers.
The standard also specifies the accounting for the incremental costs of obtaining a contract and
the costs dirzctly related to fulfilling a contract,

The adoption of PFRS 15 has no impact to the pareat company statements of financial position,
statements of comprehensive income and statements of cash flows,

CUR AR
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Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-base:
Payment Transactions

The amendments to PFRS 2 address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-
based payment transaction with net settlement featurss for withholding tax obligations; and the
accounting where a modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled to equity settlad.

On adoption, entities are required to apply the amendments without restating prior periods, but
retrospective application is permitted if elected for all three amendments and if other criteria are
met,

These amendments are not applicable to the Parent Company since it has no share-based
payment arrangements,

Amendments to PFRS 4, Insurance Contraces, Applyin g PERS 8, Financial Inscruments, with
PERS 4

The amendments address concerns arising from implementing PFRS 9, the new financial
instruments standard before implementing the new insurance contracts standard, The
amendments introduce two optiens for entities issuing insurance contracts: a temporary
exemption from applying PFRS 9 and an overlay approach. The temporary exemption is first
applied for reporting periods beginning on or after J anuary 1, 2018, An entity may elect the
averlay approach when it first applies PFRS 9 and apply that approach retrospectively 1o
[inancial assets designated on transition to PFRS 9. The entity restates comparative information
raflecting the overlay approach if, and only if, the entity restates comparative information when
applying PFRS 9,

The amendments are not applicable to the Parent Company since it is not engaged in the
insurance business.

Amendments to PAS 28, Mezasuring an Asscciate or Joint Venture at Fair Value (Part of
Annual Improvements 1o PFRSs 2014-2016 Cyele)

The amendments clarify that an entity that is a venturs capital erganization, or other qualifying
entity, may elect, at initial recognition on an investment-by-investment basis, to measure its
invesiments i associates and joint ventures at Fair value through profit or loss, They also clarify
that if an entity that is not itself an investment entity has an interest in an associatz or joint
venture that is an investment entity, the entity may, when applying the equity method, elect to
retain the fair value measurement applied by that investrent entity associate or joint venturs to
the investment entity associate’s or joint venture's interssts in subsidiaries. This election is
made separately for each investment enlity associats or joint venture, at the later of the datz on
which (a) the investment entity associate or joint venturs is initially recognized; (b) the associate
or joint venture becomes an investment entity; and (c) the investment gntity associats or joint
venture first becomes a parent.

These amendments are not applicable to the Parent Company since the company is not a

venture capital organization or an investment entity, nor does the Parent Company hasg
investment entity associates or joint ventures.
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Amendments to PAS 40, favestment Property, Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use oecurs when the property meels, or ceases to meet, the definition of investment
property and there is evidence of the change in uss. A mere change in management’s intentions
for the use of a property does not pravide evidence of a change in use, The amendments should
be applied prospectively to changes in use that occur on or after the beginning of the annual
reparting period in which the entity first applies the amendments. Refrospective application is
only permitted if this is possible without the use of hindsight.

These amendments are not applicable to the Parent Company since it does not own any
investment property.

Philippine Interpretation IFRIC 22, Foreign Currency Transactions and Advance
Consideration

The interpretation clarifies that, in determining the spot exchange rate to use on initial
recognition of the related asset, expense or income (or part of it) on the derecognition of a
nonmenetary asset or nonmonstary liability relating to advance consideration, the date of the
transaction is the date on which an entity initially recognizss the nonmonetary asset or
nonmenetary liability arising trom the advance consideration. If there ars multiple payments or
receipts in advance, then the entity must determine a date of the transactions for each payment
arreceipt of advance consideration. Eatities may apply the amendments on a fully retrospective
basis. Alternalively, an entity may apply the interpretation prospectively to all assets, gxpenses
and income in its scope that are initially recognized on or after the beaginning of the reporting
period in which the entity first applies the interpretation or the beginning of a prior reporting
pericd presented as comparative information in the financial statzments of the reporting period
in which the entity first applies the interpretation.

Since the Parent Company’s current practice is in line with the clarifications issued, the Parent
Company does not expect any effect on its financial statements,

MNew Standards and Interpretation Issuad and Effective after December 31, 2018

The Parsnt Company will adopt the pronouncements enumeratad below when these become effective,
Except as otherwise indicated, the Parent Company does not expect the futurs adoption of the said
prorouncenents will have a significant impact on its financial statements,

Effective Beginning on or After January 1, 2019

Amendmeanls to PFRS 9, Prepayment Features with Negative Compensation

Under PFRS 9, a debt instrument can be measured at amortized cost or at fair value through
other comprehensive income, provided that the contractual cash flows are ‘solely payments of
principal and interest on the principal amount outstanding’ (the SPPL criterion) and the
instrument is held within the appropriate business model for that classification. The amendments
to PFRS 9 clarify that a financial asset passes the SPPI criterion regardless of the event or
circumstance that causes the early termination of the contract and irrespective of which party
pays or receives reasonable compensation for the early termination of the contract, The
amendments should be applied retrospectively and are effective from January 1, 2019, with

earlier application permitted.
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These amendments have no impact on the financial statements of the Parent Company.

PIRS 16, Leases

PFRS 16 sets out the principles for the recogniticn, measurement, presentation and disclosure
of leases and requires lesszes to account for all leases under a singla on-balance sheet model
stmilar to the accounting for finance leases under PAS 17, Leases. The standard includss two
recognition exemptions for lessees - leases of ‘low-value’ assets (2., personal compulers) and
shart-term leases (i.e,, leases with a lease term of 12 months or less). At the commencement
date of a lease, a lessee will recognize a liability to make lsase payments (i.s., the leass liability)
and an asset representing the right to use the underlying asset during the lease term (i.c., the
right-of-use asset). Lessees will be required to ssparately recognize the interest expense on the
lease liability and the depreciation expense on the right-of-use assst.

Lessees will be also required to remeasure the lease liability upon the occurrance of certain
events (¢.g., a change in the lease term, a change in future lease payments resulting from a
changs in an index or rale used to determine those payments). The lessee will generally
recognize the amount of the remeasurement of the lease liability as an adjustment to the right-
of-use asset,

Lessor accounting under PFRS 16 is substantially unchanged from today’s accounting under
PAS 17. Lessors will continue to classify all leases using the same classification principle as in
PAS 17 and distinguish between two types of leases: operating and finance leases.

PFRS 16 also requires lessees and lessors to make more extsnsive disclosures than under
PAS 17.

Early application is permitted, but not before an entity appliss PFRS 15, A lessee can choose
to apply the standard using either a full retrospective or a modified retrospective approach. The
standard’s transition provisions permit certain relizfs,

In 2018, the Parent Company performed a preliminary impact assessmant of PFRS 16, Based
on the initial assessment, the Parent Company does not expect a significant impact to the
[inancial statemants,

Ameandments to PFRS 9, Prepayment Features with Necative Compensation
v LY 4

The amendments to PFRS 9 allow debt instruments with negative compensation prepayment
features to be measursd at amortized cost or fair value through other comprzhensive income.
An entity shall apply these amendments for annual reporting periods beginning on or after
January 1, 2019. Earlier application is permittad.

The Parent Company expects that adoption of these amendments will not have any impact to its
financial statements since it does not have debt instruments with nsgative compensation
prapayment features.
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Amendments to PAS 28, Long-term Interssts in Associates and Joint Ventures

The amendments to PAS 28 clarify that entities should account for long-term interests in an
associate or joint venture to which the equity method is not applied using PFRS 9. An entity
shall apply these amendments for annual reporting periods beginning on or after January 1,
2019, Earlier application is permitted.

The Parent Company is currently assessing the impact of adopting these amendments.

Philippine Interpretation IFRIC 23, Uncertainty over Income Tax Treqtmenis

The interpretation addresses the accounting for income taxes when tax treatments involve
uncartainly that affects the application of PAS 12 and does not apply to taxas or [evies outsids
the scope of PAS 12, nor does it specifically include requirements relating to intersst and

penalties associated with uncertain tax treatments.
he intarpretation specifically addresses the following:

*  Whether an entity considers uncertain tax treatments separately;

»  The assumptions an entily makes about the examination of tax treatments by taxation
authorities;

»  How an entity determines taxable profit {tax loss), tax bases, unused tax losses, unused tax
credils and tax rates; and

»  How an entity considers changes in facts and circumstances.

An entity must determine whether to consider each uncertain tax treatment separately or

togsthar with one or more other uncertain tax trsatments. The approach that better predicts the
resolution of the uncertainty should be followed.

The Parent Company is currently assessing the impact of adopting this interpretation and
expects that it will have na effect on its financial statements.

Amendments to PAS 19, Employee Bengfits, Plan Amendment, Curtailment or Setilement
ey d

The amendments to PAS 19 address the accounting when a plan amendment, curtailment or
sattlement occurs during a reporting period. The amendments specify that when a plan
amendment, curtailment or settlement oceurs during the annual reporting period, an entity is

raquired to:
«  Determine current service cost for the remaindsr of the period after the plan amendment,

curtailment or settlement, using the actuarial assumptions used to remeasurs the nat defined
benefit liability (asset) reflecting the benefits offered under the plan and the plan assets after

that event

»  Determins net interest for the remainder of the period after the plan amendment, curtailment
or settlement using: the net defined benefit liability (asset) reflecting the benefits offered
under the plan and the plan assets after that event; and the discount rate used to remeasure

that net defined benefit liability (asset).
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The amendments also clarify that an entity first determines any past service cost, or a gain or
loss on settlement, without considering the effect of the asset ceiling. This amount is recognized
in profit or loss. An entity then determines the effect of the asset ceiling after the plan
ameadment, curtailment or settlement. Any change in that effect, excluding amounts included
in the net interest, is recognizad in other comprehensive income.

The amendments apply to plan amendments, curtailments, or seltlements occurring on or afler
the beginning of the first annual reparting period that begins on or after January 1, 2019, with
early application permitted. The Parent Company does not expect any effect on its financial
statements since the Parant Company’s current practice is in line with these amendments.

Annual Improvements to PFRSs 2015-2017 Cycele

*  Amerndments to PFRS 3, Business Combinations, and PFRS 11, Joint Arrangements,
FPreviously Held Interest in a Joint Operation

The amendments clarify that, when an entity obtains control of a business that is a joint
operation, it appliss the requirsments for a business combination achisved in stages,
including remeasuring praviously held interests in the assets and liabilities of the joint
operation at fair value, In doing so, the acquirer remeasurss its entire previously held
interest in the joint operation,

A party that participatss in, but doss nat have joint contro! of, & joint operation might abtain
Jjoint control of ths joint operation in which the activity of the joint operation constitutes a
business as defined in PFRS 3. The amendments clarify that the previously held interests
in that joint operation are not remeasured. '

An entity applies those amendmants to business combinations for which the acquisition date
is on or after the beginning of the first annual reporting period beginning on or aftar
January 1,2019 and to transactions in which it obtains joint control on or after the beginning
of the first annual reporting pericd beginning on or after January 1, 2019, with early
application permitted.

These amendments are currently not applicable to the Parent Company but may apply to
future transactions.

* Amendments to PAS 12, [ncome Tax Consequences of Payments on Financial Instruments

Classified as Equity

The amendments clarify that the income tax consequences of dividends are linked more
directly to past transactions 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 comprehensive income or equity according to whers the
entity originally recognized those past transactions or events.

An entity applies those amendments for annual reporting periods beginning on or after

January 1, 2019, with early application is permitted. These amendments are not relevant to
the Parent Company.
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*  Amendments to PAS 23, Borrowing Costs, Borrowing Costs Eligible for Capitalization

The amendments clarify that an eatity treats as part of general borrowings any borrowing
originally made to davelop a qualifying assst when substantially all of the activities
necessary to prapare that asset for its intended use or sale are complete.

An entity applies those amendments to borrowing costs incurred on or after the beginning
of the annual reporting period in which the entity first applies those amendments. An eatity
applies thoss amendments for annual reporting periods beginning on or after January 1,
2019, with early application parmitted,

The Parsnt Company does not expect any cffzct on its financial statements once it is adopted
since the Parent Company’s current practice is in line with these amendments.

Effective Beginning On or After January {, 2020

I

Amandments to PFRS 3, Definition of a Businzass

The amendments to PFRS 3 clarify the minimum requirements to be a business, remove the
assessment of a market participant’s ability to replace missing elements, and narrow the
definition of outputs, The amendments alse add guidance to assess whether an acquired process
i3 substantive and add illustrative examples. An optional fair value concentration test is
introduced which permits a simplified assessment of whether an acquired set of activities and
assets is not a business,

An entity applies those amendments prospectively for annual reporting periods beginning on or
after January [, 2020, with earlier application permittad.

These amendments wil! apply to future business combinations of the Parent Company.

Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accouniing Policies,
Changes in Accounting Estimares awnd Ervors, Definition of Material

The amendmants refine the definition of matzsrial in PAS 1 and align the definitions used across
PIRSs and other proncuncements, They are intendsd to improve the undsrstanding of the
existing requirements rather than to significantly impact an entity’s materiality judgements,

An entity applies these amendments prospectively for annual reporting periods beginning on or
after January 1, 2020, with earlier application parmitted.

ective Beginning on or After January [, 2021

PFRS 17, fmyurance Cantraciy

PFRS |7 is a comprehensive new accounting standard for insurance contracts covering
recognition and measurement, presentation and disclosure. Onee effective, PFRS 17 will
replace PERS 4, fnsurance Contracts. This new standard on insurance contracts applies to all
types of insurance contracts (i.e., lifs, non-life, direct insurance and re-insurance), regardless of
the type of entities that issue them, as well as to certain guarantees and financial instruments
with discretionary participation features. A few scope exceptions will apply.
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The ovarall objective of PFRS 17 is to provids an accounting model for insurance contracts that
is more useful and consistent for insurers. In contrast to the requirements in PFRS 4, which are
largely based on grandfathering previous local accounting policies, PFRS [7 provides a
comprehensive model for insurance contracts, covering all relevant accounting aspects. The
core of PFRS 17 is the general model, supplemented by:

» A specific adaptation for contracts with direct participation features (the variable [ze
approach}

= A simplified approach (the premium allocation appreach) mainly for short-duration
contracts

PERS 17 is effective for reporting periods beginning on or after January |, 2021, with
comparative figures required. Early application is permitted, The new standard has no impact
on the financial statements of the Parent Company because it is not engaged in the insurance
husiness,

Dé’j%."."ed f‘}‘,-‘_f."%c‘!.-"tr‘f{}f

»  Amendments to PFRS 10, Consalidatad Financial Statements, and PAS 28, Sale or Contribution
af Assets batween an Investor and its Associate or Joint Venture

The amendments address the canflict betwsen PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The
amendments clarify that a full gain or loss i3 recognized when a transfer Lo an associate or joint
venture involves a business as defined in PFRS 3. Any gain or loss resulting from the sale or
contribution of assets that does not constitute a business, however, is recognized only to the
extent of unrelated investors® interssts in the associate ar joint venturs.

On January 13, 201 6, the Financial Reporting Standards Council defzered the original sffective
date of January 1, 2016 of the said amandments until the Internaticnal Accounting Standards
Board (TASB}) completes its broadar review of the research project on equity accounting that
may result in the simplification of accounting for such transactions and of other aspects of
accounting for associates and joint ventures.

Cash and Cash Equivalents

Cash consists of cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
{3) months or less from dates of acquisition and that ars subject to an insignificant risk of change in
value,

Financial [nstruments - Initial Recognition and
Subszquent Measurement (Prior to the Adoption of PFRS §)

Date of Recognition. Purchasss or sales of financial assets that require delivery of assets within the
time frame established by regulation or convantion in the marketplace are recognized on the trade
date - the date on which the Parent Company commils to purchase or sell the assat.

Initial Recognition of Financial Instruments. The Parent Company recognizas a financial asset or
financial liability in the parent company statement of financial position when it becomes a party to
the contractual provisions of the instrument. In the case of a regular way purchase or sale of
financial assets, recognition and derecognition, as applicable, is done using settlement date
accounting.
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All financial instrumants, including loans and receivables, are initially measured at fair value,
Except for financial assets and liabilities valued at fair value through profit or loss (FVPL), the
initial measurement of financial assets and liabilitiss includes transaction costs. The Parent
Company classifies its financial assets in the following catsgories: financial assets at FVPL, held-
to-maturity (HTM) investments, loans and receivables and AFS investments, Financial liabilities
are classified into financial liabilities at FVPL and other financial liabilities. The classification
depends on the purpose for which the investments were acquired and whether they are quoted in an
active market. Management determines the classification of its investments at initial recognition
and, where allowed and appropriate, re-evaluates such designation at every reporting date,

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a componznt that is a financial liability, are reported as expense or income.

As of December 31, 2017, the Parent Company has no financial assets and financial liabilities at
F¥PL and HTM investments,

Loang and Receivables. Loans and raceivables are non-derivative financial asssts with fixed or
determinable payments that are not quoted in an active market. They are not eatered into with the
intention of immediate or short-term resale and are not classified as financial assets held for trading,
designatad as AFS investments or designated at FVPL. This accounting policy relatzs to the Parent
Company’s cash and cash equivalents, trade and other receivables, due from NPC/PSALM and due
from related parties and noncurrent receivable inciuded as part of “other noncurrent assets” in the
parent company statement of financial position as of Decambear 31, 2017 (ses Notss 4, 5,6, 7 and
13),

Receivables are recognized initially at fair value, which normally pertains to the billabls amount.
After initial measurement, loans and receivables ars measured at amortized cost using the effsctive
intzrest method, less allowance for impairment losses. Amortized cost is caleulatzd by taking into
account any discount or premium on acquisition and fzes that are an integral part of the effective
intzrest rate (EIR). The losses arising from impairment of receivables are recognized in the parent
company statement of comprehensive income, Any effect of restatement of foreign-currency-
denominated assets is recognized in “Others - net” in the parent company statement of
comprehensive income,

Loans and receivables are included in currsnt assets if maturity is within 12 months from the
reporting date. Otherwise, these ara classified as noncurrant assets,

AFS Finaneial Assets.  AFS financial assets are those non-derivative financia! assets that are
designated in this category or are not classified in any of the three preceding categories. Thess are
purchased and held indefinitely, and may be sold in response to liquidity requirements, or changes
in market conditions. After initial recognition, AFS financial assets are measured at fair value with
unrealised gains or losses being recognized as other comprehensive income and as other equity
reserve until the investment is derecognised or until the investment is determined to be impaired at
which time the cumulative gain or loss previously reported in the other comprehensive income and
as other equity reszrve is included in the parznt company statement of comprehensive income and
as other equity reserve under finance costs. AFS financial assets are classified as noncurrent unless
the intention is to dispose such assets within 12 months from the reporting date.
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As of December 31, 2017, included under this category is the Parent Company's investment in
proprietary club shares presented under “Other noncurrent assets™ in the parent company statement
of financial position (see Note 13),

Other Financial Liabilities. Issued financial instruments or their components, which are not
designated as liabilities at FVPL are classifisd as other financial liabilities, where the substance of
the contractual arrangement results in the Parent Company having an obligation either to deliver
cash or ancther financial asset to the holder, or to satisty the obligation other than by the exchangz
of a fixad amount of cash or another financial asset for a fixed number of own equily shares, After
initial measurement, other financial liabilities arz subsequently measured at amortized cost using
the effective interest method.

Amortized cost is caleulatzd by taking into account any discount or premium en the issue and fees
that are an intsgral part of the EIR. Any effect of restatement of forsign-currency-denominaled
liabilities is recognized in “Others - net” in the parent company statement of comprehensive incoma.

This accounling policy applies primarily to the Parent Company's trads and other payables, due to
NPC/PSALM, long-term debt and due to related parties that meet the above definition (other than

-

liabilities covered by other accounting standards, such as income tax payable) (see Notes 5, 7 and
14),

Financial Instruments - Classification and Mzasurement {upon adoption of PERS 9)

Classification and Measurement upon the Adoption af PERS 9

Classification of Finaneia! Assets, Financial assets are classified in their entirety basad on the
contractual cash flows charactaristics of the financial assets and the Parent Company’s businsss
mode! for managing the financial assets. The Parent Company classifies its financial assets into the
following measursment catsgories:

* Financial assets measursd at amortized cost;

Financial assets measured at FVPL;

* Financial assets measured at FVOCI, whers cumulative gains or losses previously
recognized are reclassified to profit or loss;

* Tinancial assets measured at FVOCI, where cumulative gains or losses previously
recognized ars not reclassified to profit or loss.

Contractual Cash Flows Characteristics. If the financial asset is held within a business model
whase objective is to hold assets to collect contractual cash flows or within a business mode! whoss
objective is achieved by both collecting contractual cash flows and szlling financial assets, the
Parent Company assesses whether the cash flows from the financial asset represent solely payments
of principal and interest (SPPI) on the principal amount outstanding.
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In making this assessment, the Parent Company determines whether the contractual cash flows are
consistent with a basic lending arrangement, i.e., interest includes consideration only for the time
value of money, credit risk and other basic lending risks and costs associated with holding the
financial asset for a particular period of time. In addition, interest can include a profit margin that
is consistent with a basic lending arrangement. The assessment as to whether the cash tlows meet
the test is made in the currency in which the financial asset is denominated. Any other contractual
terms that introduce exposurs to risks or volatility in the contractual cash flows that is unrelated to
a basic landing arrangement, such as exposure to changes in equity prices or commadity prices, do
not give rise to contractual cash flows that ars solely payments of principal and interest on the
principal amount outstanding,

Business Model. The Parent Company’s business model is detsrmined at a level that reflects how
Parsnt Company of financial assets are managed together to achisve a particular business objective.
The Parent Company’s business model does not depend on management’s intentions for an
individual instrument,

The Parenl Company’s businsss model refers to how it manages its financial asssts in order to
generate cash flows. Ths Parent Company's business model determines whether cash flows will
result from collscting contractual cash flows, selling financial assets or both. Relavant factors
considered by the Parent Company in determining the business model for a group of financial assets
include how the perfarmance of the business model and the financial assets held within thal business
model are evaluated and reportad to the Parent Company’s key management personnel, the risks
that affect the performance of the business mods! (and the financial assets held within that business
model) and how these risks are managed and how managers of the business are compensated.

Financial Assets at Amortized Cost. A financial asset is measured at amortized cost if (a) it is held
within a business model for which the objective is to hold financial assets in order to collect
contractual cash flows and (b) the contractual terms of the financial asset give rise on specified dates
to cash flows that are solely paymants of principal and intersst on the principal amount outstanding.

These financial assets are initially recognized at fair value plus directly altributable transaction costs
and subsequently measured at amortized cost using the EIR methed, less any impairment in value.
Amortized cost is calculated by taking into account any discount or premium on acquisition and fees
and costs that are an integral part of the EIR. The amortization is included in “Interest income” in
the pareat company statement of income and is caleulated by applying the EIR to the gross carrying
amount of the financial asset, sxcept for () purchased or originated credit-impaired financial assets
and (b) financial assets that have subsequently becoms credit-impaired, where, in bath cases, the
EIR is applied to the amortized cost of the financial asset. Losses arising from impairment ars
recognized in “Provision for bad debrs” in the parent company statement of income.

As al December 31, 2018, the Parent Company has financial assets at amortized cost consisting of
cash and cash equivalents, trade and other raceivahles, due from NPC/PSALM and due from related

parties (see Motes 4, 5, 6 and 7)

Financial dssets ar FVPL  Financial assets at FVPL are measured at FVPL unless thess are
measured at amortized cost or al FVOCL Included in this classification ars equity investments held
for trading and debt instruments with contractual terms that do not represent solely payments of
principal and interest. Financial assets held at FVPL are initially recognized at fair value, with
transaction costs recognized in the statement of income as incurred. Subsequently, they are
measured at fair value and any gains or losses are recognized in the statement of income.
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Additionally, even if the asset meets the amortized cost or the FVOCI eriteria, the Parent Company
may choose at initial recognition to designate the financial asset at FVPL if doing so eliminates or
significantly reduces a measurement or recognition inconsistency (an accounting mismarch) that
would otherwise arise trom measuring financial assets on a different basis,

Trading gains or losses are calculated based on the results arising from trading activities of the
Parent Company, including all gains and losses from changes in fair value for financial assets and
financial liabilities at FVPL, and the gains or losses from disposal of financial investments.

As at December 31, 2018, the Parent Company does nol have squity instruments at FVPL.

Financial Assets at FVOC!, A financial asset is measured at FYOCT if' () it is held within a business
madel for which the objective is achisved by both collecting contractual cash flows and selling
financial assets and (b) its contractual terms give rise on specified datzs to cash flows that are solely
payments of principal and interest on the principal amount cutstanding, These financial assets are
initially recognized at fair value plus directly attributable transaction costs and subsequently
measured at fair value. Gains and losses arising from changes in fair value are included in other
comprehensive income within a separatz component of equity. Impairment losses or reversals,
interest income and forzign exchange gains and losses are recognized in profit and loss until the
financial asset is derscognized. Upon derecognition, the cumulative gain or loss previously
recognized in other comprehensive income is reclassified from equity to profit or loss. This reflects
the gain or loss that would have been recognized in profit or loss upon derecognition if the financial
asset had been measured at amortized cost. Impairment is measured based on the expected eradic
loss (ECL) maodei,

The Parsnt Company may also make an imevocable election to measure at FVOCI on initial
recognition investments in equity instruments that are neither held for trading nor contingent
considaration recognized in a business combination in accordance with PFRS 3. Amounts
recognized in OCT are not subsequently translerred to profit or loss. Howaver, the Parent Company
may transfer the cumulative gain or loss within equity, Dividends on such investments are
recognized in profit or loss, unless the dividend clearly represents a racovery of part of the cost of
the invastment,

Dividends are recognized in profit or loss only when:

* the Parent Company’s right to raceive payment of the dividend is established;

* il is probable that the sconomic benefits associated with the dividend will flow to the Parent
Company; and,

= the amount of the dividend can be measured reliably.

As at Decernber 31, 2018, the Parent Company's financial assets at FVOCI includes proprietary
golf club shares recorded as part of “Other noncurrent assets” (see Notes 13 and 24),

Classification of Financial Liabilities, Financial Habilities ars measurad at amortized cost, excapt
for the following:

* Financial liabilities measured at fair value through profit or loss;

* Financial liabilities that arise when a transfer of a financial asset does not qualify tor
derecognition or when the Parent Company retains continuing invalvement;

* Financial guarantee contracts;

* Commitments to provide a loan at a below-market intersst rate; and,

* Contingent consideration recognized by an acquirer in accordance with PFRS 3.
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A financial liability may be designated at fair valus through profit or loss if it eliminates or
significantly reduces a measurement or recognition inconsistency (an accounting mismateh) or:

*  il'a host contract contains one or more embedded derivatives; or,

» jfaParznt Company of financial liabilitiss or financial assets and liabilities is managed and its
performance svaluated on a fair value basis in accordance with a documented risk managsment
or investment strategy,

Where a financial liability is designated at FVPL, the movement in fair value aftributable to changes
in the Parent Company’s own credit quality is caleulated by determining the changes in credit
spreads above observable market interest rates and is presented separately in other comprehensive
income.

The Parant Company’s financial liabilities include trade and other payables, due to NPC/PSALM
and due to related parties (see Notes 5, 7 and 14).

[mpairment of Financial Assets (Prior to the Adoption of PFRS 9)

The Parent Company assesses at each reporting date whether there is any objective evidence that a
financial asset or a group of financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective evidence of impairment a3 a result
of one or maore events that has oceurred after the initial recognition of the assets (an incurred *loss
event’) and that loss event (or events) has an impact on the estimated future cash flows of the
financial assat or group of financial asssts that can be readily sstimated. Evidence of impairment
may include indications that a borrower or a group of borrowers is experiencing significant financial
difticulty, defanlt or delinguency in interest or principal payments, the probability that they will
enter bankruptey or other financial recrganization and where obssrvable data indicate that there is
measurable decrease in the estimated futurs cash flows, such as changes in arrsars or ¢concmic
conditions that correlate with defaults.

Assets Carvied at Amortized Cost. The Parent Company first assesses whether an objective evidance
of impairment exists individually for financial assets that are individually significant, If it is
determined that no objective evidence of impalrment exists for an individually assessed financial
assel, the asset, togsther with the other assats that are not individually significant and wers thus not
individually assessed for impairment, is included in a group of financial assets with similar credit
risk characteristics and that group of financial assats is collectivaly assessed for impairment. Assets
that are individually assessed for impairment and for which an impairment loss is or continues to be
recoznized are not included in a collective assessment of impairment.

[f, in a subsequent period, the amount of the estimated impairment loss decreases because of an
gvent oceurring after the impairment was recognizad, the previously recognized impairment loss is
educed by adjusting the allowance account. Any subsequent reversal of an impairment loss is
recognized in the statement of comprehensive income, to the extent that the carrying value of the
assst does not exceed its amortized cost at the reversal date,
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AFS Financial dssets. 1f an AFS financial asset is impaired, an amount comprising the difference
between its cost (net of any principal payment and amortization) and its current fair value, less any
impairment loss previously recognized in the statement of comprehensive income, is transferred
from the statement of changes in equity to the statement of comprzhensive income. Reversals in
respect of equity instruments classified as ATS are not recognized in the statement of comprehensive
income. Reversals of impairment lossss on debt instruments ars reversed through profit or loss, if
the increase in fair value of the instrument can be objectively related to an event occurring after the
impairment loss was recognized in the statement of comprehensive income.

[n the case of equity investments classified as AFS, impairment indicators would include a
significant or prolonged decling in the fair value of the investments below its cost. Where there is
evidence of impairment, the cumulative loss, measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that financial asset previously recognized
in the statement of comprehensive income. Impairment losses on equity investments ars not
reversed through profit or loss. Increases in fair valus aftsr impairment are racognized directly in

the statement of changes in equity.

Impairment of Financial Assets (Upon the Adoption of PFRS 9
Uper adoption of PFRS 9, the standard introduces the single, forward-looking “expected loss”
impairment model, replacing the “incurred loss” impairment model under PAS 39.

The Parent Company recognizes ECL for the fallowing financial assets that ars not measured at
FVPL:

* Debt instruments that are measured at amortized cost and FVOCI;
* Loan commitments; and,
* Financial guarantee contracts

No ECL is recognized on equity investments.
ECLs are measured in a way that reflects the following:

* an unbiased and probability-weighted amount that is determined by evaluating a range of
possible outcomes;

* the time value of money; and,

* reasonable and supportable information that is available without undue cost or effort at the
reporting date about past events, current conditions and forecasts of future economic conditions.

Financial assets migrate through the following thres stages based on the change in credit quality
sinca initial recognition;

*  Srage [0 [2-month ECL. For credit exposures where there have not been significant increases
in credit risk since initial recognition and that ars not credit-impaired upon origination, the
portion of lifetime ECLs that represent the ECLs that result from default events that are possible
within the 12-months after the reporting date ars recognized.

* Siage 20 Lifetime ECL - not credit-impaired. For credit exposures where there have been
significant increases in credit risk since initial recognition on an individual or collzctive basis
but are not credit-impaired, lifetime ECLs representing the ECLs that result from all pessible
default events over the expected life of the financial asset are recognized.
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»  Stage 3: Lifetime ECL - credit-impaired. Financial assets are credit-impaired when one or more
events that have a dstrimental impact on the estimated future cash flows of those financial assels
have occurred. For these credit exposures, lifetime ECLs are recognized and interest revenus
is caleulated by applying the credit-adjustsd effective interest rate to the amortizad cost of the
financial asset.

Loss allowances are recognized based on 12-month ECL for debt investment securities that are
assessed to have low credit risk at the reporting date. A financial asset is considered to have low
credit risk if:

*  the financial instrument has a low risk of default;

* the borrower has a strong capacity to meet its contractual cash flow obligations in the near term;
or,

= adverse changes in econcmic and business conditions in the longer tarm may, but will not
necessarily, reduce the ability of the borrower to fulfil its contractual cash flow abligations.

The Parent Company considers a debt investment security to have low credit risk when its credit
risk rating is equivalent to the globally understood definition of ‘investment grade’, ot when the
exposurs is less than 30 days past dus,

Determination of the Stage for Impairment, At each reporting date, the Parent Company assesses
whether there has been a significant incrzase in credit risk for financial assets since initial
recognition by comparing the risk of default occurring over the expected life between the reporting
date and the date of initial recognition. The Parant Company considers reasonable and supportable
information that is relevant and available without undue cost or effort for this purpose. This includes
quantitative and qualitative information and forward-looking analysis,

An exposure will migrate through the ECL stages as asset quality detariorates. If, in a subsequent
pericd, asset quality improves and also reverses any previously assessed significant inerease in
cradit risk since origination, then the loss allowance measuremant reverts from lifetime ECL to 12-

maonth ECL.

Simplified Approach. The simplified approach, wherzs changes in credit risk are not tracked and loss
allowances are measured at amounts equal to lifatime ECL, is applied to ‘Trade and other
rzceivables’, The Parent Company has established a provision matrix for commercial and industrial
business segments that is based on historical credit loss experience, adjustzd for forward-looking
factors specific to the debtors and the economic environment.

The Parent Company considers a financial asset to be in default when intzmal or external
information indizates that the Parent Company is unlikely to receive the outstanding contractual
amounts in full before taking into account any credit enhancements held by the Parent Company.

Offseiting Financial Instrumants

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, the Parent Company has a legally enforceable right to offset the
recognized amounts and there is an intzntion to settle on'a nat basis, or to realize the asset and settle
the liability simultansously. The Parent Company assesses that it has a currently enforceable right
of offset if the right is not contingent on a future event, and is legally enfarceable in the normal
course of business, event of default, and event of insolvency or bankruptey of the Parant Company
and all of the counterparties.

D EAVRRIRATE I



S18-

Derecognition of Financial Assets and Liabilities

Financiol Assets. A financial asset (or, where applicable, a part of a financial asset or partof a group
of similar tinancial assets) is derecognized where:

= the rights to receive cash flows from the assat have expired,;

* the Parent Company retains the right to receive cash flows from the asset, but has assumed an
obligation (o pay them in full without material delay to a third party under a ‘pass-through’
arrangsmeant; or,

« the Parent Company has transferred its rights to receive cash flows from the asset and either (a)
has transferred substantially all the risks and rewards of the assat, or (b) has neither transferrad
nor retained substantially all the risks and rewards of the asset but has transferred control of the
asset.

Financial Liabilities. A financial liabilily is derecognized when the cbligation under the liability is
discharged or cancelled or has expirad.

Fair Value Maasurement

Fair value is the price that would be received to ssll an asset or paid to transfer a liability in an
orderly transaction between market participants at the measursment date. The fair value
measurement is based on the presumption that the transaction to sel! the asset or transfer the liabilicy
tukes place aither:

* In the principal market for the asset or lability; or,
* Inthe absence of a principal market, in the most advantageous markst for the assel or Habilily.

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

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic
bast interest.

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

The Company uses valuation techniques that are appropriate in the circumstanecas and for which
sufficient data are available to measurs fair value, maximizing the use of relevant observable inputs
and minimizing the use of unobservablz inputs.

All assets and liabilities for which fair value is measursd or disclosed in the company financial
statements are categorized within the fair value hierarchy, described as follows, based on the lowsst
level input that is significant to the fair valus measuremant as a whole:

*  Level | - Quoted (unadjusted) market prices in active markets for identical assets or liabilities;
* Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable; and,

= Level 3 - Valuation techniques for which the lowest level input that is significant to the fair

value measurement is unobservable,
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For assets and liabilities that are recognized in the pareat company statements of financial position
on a recurring basis, the Parent Company determines whether transfers have occurred betwee
Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Parent Company has delermined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained abave,

Materials and Supnlies
Materials and supplies, which consist of spare parts, fuel and consumables used in the operation,
repairs and maintznance of the propertly, plant and equipment, are stated at the lowsr ol cost and net
realizable value (NRV). Cost is determined using the moving average method. NRV is the current
replacement cost in the ordinary course of business.

Value-added Tax (VAT)
Revenue, expenses, and assets are recognized net of the amount of VAT, it applicabla,

When VAT from sales of goods andfor services (oulput VAT) excesds VAT passed on from
purchases of goods or services (input VAT), the excess is recognized as payable in the statement of
financial position. When VAT passed on from purchases of goods or services (input VAT) exceeds
VAT from sales of goods and/or services (output VAT), the excess is recognizad as an asset in the
statemnent of financial posilion to the extent of the recoverable amount,

Moncurrent Assets Held for Sale

The Parent Company classifies noncurrent assets and disposal groups as held for sale if their
carrying amounts will be recovered principally through a sale transaction rather than through
continuing use. Noncurrent assets and disposal groups classified as held for sale are measured at
the lower of their carrying amount and fair value [2ss costs to sell. Costs to sell are the incremental
costs dirsctly attributable to the disposal of an asset (disposal group), excluding finance costs and
income tax expense, if any. Liabilities directly associated with noncurrent asset held for sale are
classified and presented separately.

The critzaria for held for sale classification is regarded as mat only when the sale is highly probable
and the asset or disposal group is available for immediate sale in its present condition. Actions
required to complete the sale should indicatz that it is unlikely that significant changss to the sale
will be mads or that the dacision to sell will be withdrawn, Management must be committed to the
plan to sell the asset and the sale expected to be completed within one yaar from the date of the
classification.

Property, plant and equipment and intangibls assets are not depreciated or amortized once classified
as held for sale,

[nvestments in Associates and Subsidiaries

The Parent Company’s investments in associates and subsidiaries are accounted for at cost less any
impairment loss, in accordance with PAS 27, Separate Financial Statements. An associatz is an
entity in which the Parent Company has significant influence and which is neither a subsidiary nor
a joint venture. A subsidiary is an entity that is controlled by the Parent Company.
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Broperty, Plant and Equipment
Property, plant and equipment are stated at cost, excluding the costs of day-to-day servicing, less
accumulated depreciation and any allowance for impairment losses.

The initial cost of property, plant and equipment comprises its purchase price, including import
duties and non-refundable purchase taxes, after deducting trade discounts and rebates and any
dirzctly attributable cost of bringing the asset to its working condition and location for its intendad
use. Such cost includes the cost of replacing part of such property, plant and equipment and
borrowing costs for long term construction projects when the recognition criteria are met. Cost also
includes asset retirement obligation specifically for property, plant and equipment
installed/constructad on the leased properties.

Expenditures incurrad afler the property, plant and equipment have been put into operations, such
as repairs and maintenance, are normally charged to income in the period when the costs ars
incurred. In situations where it can be clearly demonstratad that the expenditures have resulted in
an increase in the future economic benefits expected to be obtained from the use of an item of
property, plant and equipment beyond s criginally assessed standard of performance, the
expenditures are capitalized as additional costs of property, plant and equipment.

The carrying amount of the replaced part, regardless of whether the replaced part had been
depreciated separately, is derscognized if an entity recognizes in the carrying amount of an item of
property, plant and equipment the cost of a replacement for part of the item. IFit is not practicable
for an entity to determine the carrying amount of the replaced part, it may use the cost of the
replacement as an indication of what the cost of the replaced past was at the time it was acquirsd or
constructad, When each major inspection is performed, its cost is recognized in the carrying amount
of the item ¢f property, plant and equipment as a replacement if the recognition criteria are satisfied.

Depreciation of property, plant and equipment commences once the assets are available for use and
is computed on a straight-line hasis over the estimated useful lives of the assets or lease term,
whichever ts shorter, as follows:

Buildings, plant machinzry and gguipment 2-15 years
Motor vehicles 2-12 years
Furniture and office equipment 2-12 years
Partitions and air conditioners 2-12 years

The remaining useful lives and the depreciation method are reviewed periodically to ensure that the
periods and method of depreciation are conaistent with the expected pattern of consumption of futurs
gconomic benefits from items of property, plant and equipment.

When nssets are retired or otherwise disposed of, the cost and tha related accumulated depreciation
and any allowance for impairment losses are removed from the accounts and any resulting gain or
lass is creditad to or charged to current operations.

Construetion in progress represents assets under construction and is stated at cost. This includes

cost of construction, equipment and other direct costs, Construction in progress is not depreciated
until such time as the relevant assets are completed and available for operational use.
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Agset Retirement Oblization (ARO)
The Parent Company has a contractual obligation under the Land Lease Agrsement (LLA)
(see Notz 25} with PSALM (the Lessor) pursuant to the acquisition of the LBGTs to dismantle and

remove all movable and immovable improvements directed to be removed by the Lessor, to clzan

and [ree the leased premises from all environmental waste, hazardous substances and hazardous
materials, including those resulting from any dismantling, to repair any damage caused to the leased
premises, and ta restore the leased premises to the condition it was found at the acqu isition date to
the full satisfaction of the Lessor, subject to ordinary wear and tear, within [80 days from the
termination of the lease agreement or expiration of the lease term.

The ARO rzcognized represents the best estimate of the expenditures required to dismantle installed
assets and restore the leased premises to their original condition at the end of the lease term. Such
cost estimates are discounted using a pre-tax rate that reflects the current market assessment of the
time value of money and the risks specific to the liability, The Parent Company reco gnized the fair
value of the liability for these obligations and capitalizes the present value of thase costs as part of
the property, plant and equipment account, which are depreciated on a straight-line basis over the
remaining usefu! lives of the ralated property, plant and equipment. Each year, the ARO is increased
to reflect the accretion of discount and to accrug an estimate for the effscts of inflation, with the
charges being recognized under “Interest expense™ in the parent company statement of
comprzhensive income,

While it is believed that the assumptions used in the estimation of such costs are reasanable,
significant changes in these assumptions may materially affect the recorded expense or obligations
in Future vears. Changes in the measurement of an existing decommissioning, rastoration and
similar liability that result from changes in the estimated timing or amount of the outflow of
resources embodying economic benafits required to settls the abligation, or a change in the discount
rate, shall be accountad for in accordance with the following under the cost model of accounting for
the related asset subject to (a) changes in the liability shall be added to, or deducted from, the cost
of the related asset in the current period, (b) the amount deducted from the cost of the asset shall nol
exceed its carrying amount, the excess shall be recognized immediately in the parent company
staternant of comprehensive income, and (¢) if the adjustment results in an addition to the cost of an
asset, the Parent Company shall consider whether this is an indication that the new carrying amaount
of the asset may not be fully recoverable. If it is such an indication, the Parent Company shall tes.
the asset and account for any impairment loss in accordance with PAS 36.

The adjusted depreciable amount of the asset, after adjustment for changes in ARO, is depreciatad
aver its useful life. Once the related asset has reached the end of its useful life, all subssquent
changes in the ARO sha!l be recognizad in profit or loss as they occur.

Impairment of Nonfinancial Assets

The Parent Company assesses af each reporting date whether there is an indication that an asset may
he impaired. [f any such indication exists, or when annual impairment testing for an asset is
required, the Parent Company makes an estimate of the asset’s recoverable amount. An asset’s
recoverahle amount is the higher of an asset’s or cash-generating unit's fair value less costs to sall
and its valua in use and is determined for an individual asset, unless the asset does not generate cash
inflows that ars largely independent of those from ather assets or group of assets. Where the
carrying amount of an asset exceeds its recaverable amount, the asset is considered impaired and is
writtan down to its recoverable amount, In assessing value in use, the estimated future cash flows
are discounted to their present valus using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. [mpairment losses of
continuing operations are recognized in the parent company statement of comprehensive income in
those expense categories consistent with the function of the impaired asset.
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An assesament is made af each reporting date as to whether thers is any indication that previously
recognized impairment losses may ne longer exist or may have decreased. 1f such indication exists,
the recoverable amount is estimated. A previously recognized impairment loss is reversed only if
there has been a change in the estimates used to determine the asset’s recoverable amount since the
last impairment loss was recognized. [fthat is the cass, the carrying amount of the asset is increased
to its recoverable amount. That increased amount cannot exceed the carrying amount that would
have been determined, net of accumulated depreciation and amortization, had no impairment loss
been recognized for the asset in prior years. Such reversal is recognized in the parent company
statement of comprehensive income unless the asset is carried at revalued amount, in which case the
reversal is treated as a revaluation increase. After such a reversal, the depreciation charge is adjusted
in future periods to allocate the asset’s revised carrying amount, less any residual value, on a
systematic basis over its remaining useful life.

Equity
Capital Stock. Capital stock is recegnizad at par value for all issusd shares.

Additional Paid-in Capital  Consideration rsceived in excess of par valus are recognized as
additional paid-in capital, net of incremental costs that are directly attributable of the issuance of
new shares.

Treasury Shares. These own equity instruments which ars reacquired are recognized at cost and
deducted from equity. No gain or loss is recagnized in the parent company slatement of
comprehensive incoms on the purchass, sale, issue or cancellation of the Parent Company’s own
equity instruments.

Refained Earnings, Retained earnings include cumulative balance of periodic net income or loss,
dividend contributions, prior period adjustments, effsct of changss in accounting policy and other
capital adjustments,

Revenue Becognition

Prior to the adoption of PFRS 13, revenue is recognizad to the extent that it is probable that the
economic benefits associated with the transaction will flow to the Parsnt Company and the amount
of revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received, excluding discounts, rebatss, sales taxas or duty.

Upon adoption of PFRS 15, revenue from contracts with customers is recognized when control of
the goods or services are transferred to the customar at an amount that reflects the consideration to
which the Parznt Company expects to be entitled in exchangs for those goods or services, excluding
amounts collected on behalf of third parties.

Revenue is recognized when the Parent Company salisfiss a performance abligation by transferring
a promised good or service to the customer, which is when the customer obtains contro! of the good
ar service. A performance obligation may be satistied at a point in time or over time. The amount
of revenue recognized is the amount allocated to the satisfied performance obligation.

The Parent Company has cancluded that it is the principal in its revenue arrangements because it

controls the goods or services before these goods or services are transferred to the customer. The
following specific recognition criteria must also be met before revenue is recognized:
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Operating Fees

Revenue consists oft (i) fees received from National Grid Corperation of the Philippines for
rendering ancillary services; and (ii) encrgy fzes [or electricity sold to the Wholesale Electricity
Spot Market (W ESM),

Under PAS 18, revenue from power generation is recognized in the period actual capacily is
generated.

Under PERS 15, the Parent Company has concluded that revenue should be recognized over time
since the customer simultaneously receives and consumes the benafit as the szller supplies power,
For power generation where capacity and energy dispatched are separately identified, these two
obligations are to be combined as one performance obligation since these ars not distinet within the
context of the contract as the buyer cannot benefit from the contractad capacity alone without the
corrgsponding energy and the buyer cannot obtain energy without contracting a capacity. The
combined performance obligation qualifies as a series of distinet goods or services that are
substantially the same and have the same pattern of transfer. In contracts with fixed capacity
payments which are determined at contract inception, the fixed capacity payments for the entire
contract period is determined at day 1 and is recognized over time,

Some contracts with customers provide unspecified quantity of energy, and includes provisional
Energy Regulatory Commission (ERC) rates. Under PFRS 15, the variable consideration is
estimated at contract inception and constrained until the associated uncertainty is subsequently
resclved. The application of constraint on variable consideration resulted in the same revenue
ecognition under PAS 18,

Other Tncome, Other income is recognized as earned when the related services or performance
obligations are rendered or satisfied under PAS 18 and PFRS 15. In 2018 and 2017, this account
consists mainly of incidental income derived from operating and preserving the NFPPC after
November 28, 2016 (see Notes 3 and 26) and service income not directly related to generation and
distribution of electricity. The account also includes net gains/procesds from disposal of assals,
scraps and used oil.

Inierest Income. Interest income is recognized as interest accruss taking into account the effsctive
vield of the asset.

Dividend fncome. Dividand income from investments in associates and subsidiaries is recognizad
when the Parent Company's right to rsceive payment is established.

Cost and Expense Becognition
Cost and expenses are recognized in the parent company statement of comprehensive income when
incurred.

Borrowing Casts

Borrowing costs are capitalized if they are directly attributable to the acquisition or construction of
a qualifying asset, specifically major capital projects; otherwise they are recognized as an expenss,

Capitalization of borrowing costs commences when the activities to prapars the asset are in progress
and expenditires and borrowing costs are being incurred. Borrowing costs are capitalized until the
assels are substantially ready for their intended use. If the carrying amount of the assst exceeds its
recoverable amount, an impairment loss is recorded.
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Leases

The determination of whether an arrangement is, or contains a leass, is based on the substance of
the arrangement at the inception date and requires an assessment of whether the fulfilment of the
arrangement is dependent on the use of a specific asset or assats and the arrangement conveys a
right to use the asset. A reassessment is made after inception of the leass only if one of the following
applics:

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

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

¢, there is a change in the determination of whether fulfilmeat is dependent on a specific asset; or

d. thers is a substantial change to the assat,

Where a reassessment is made, l2ase accounting shall commence or cease from the date when the
change in circumstances gives rise to the reassessment for scenarios (a), (¢) or (d) above, and art the
date of renewal or extension period for scenario (h).

Leases whers the [2s50r retains substantially all the risks and beneafits of ownership of the assets are
classified as operating leases. Operating lease payments on non-cancellabls lzases are dirsctly
charged against currsnt operations an a straight-line basis over the lease term, Operating lsasa
payments on cancellable leases are directly charged against current operations based on the terms
of the lease.

Pension Expense

The Parent Company has a funded, noncontributory defined pension plan covering all regular and
permanent employees, The cost of providing benefits is determined using the projected unit credit
method, This methed considers each period of service as giving rise to an additional unit of benefit
entitlement and measures sach unit separatzly to build up the final obligation.

The net defined bensfit liability or asset is the aggragate of the present value of the defined benefit
ebligation at the end of the reporting period reduced by the fair value of plan assets, adjustad for
any effect of limiting a net defined benefit asset to the asset ceiling, The asset ceiling is the prasent
value of any economic benefits available in the form of refunds from the plan or reductions in future
contributions to the plan.

Defined benefit costs comprise the following:

= Service cost

* Netinterest on the nat defined benefit liability; and
* Remeasurements of nst defined benefit liability.

Service costs which include current service costs, past service costs and gaing or losses on non-
routine settlements are recognized as expense in the parent company statement of comprehensive
income. Past service costs are recognized when plan amendment or curtailment occurs. These
amounts are caleulated periodically by independent qualified actuaries.

Nat interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability that arises from the passage of time which is determined by applying the
discount rate based on government bonds to the nat dafined benefit liability or asset. Net interest
on the net defined benefit liability is recognized as expense or income in the parsnt company
statement of comprehensive income.
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Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the
effzct of the asser ceiling (excluding net interest on defined benefit liability) are recognized
immediately tn other comprehensive income in the period in which they arise, Remeasurements are
not reclassified to parent company statement of comprehensive income in subsequent periods.

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

Income ‘Tax

Current Income Tax. Current income tax assets and liabilities for the current and prior perieds are
measured at the amount expectad to be recoverad from or paid to the taxation authoritiss, The tax
rates and tax laws used to compute the amount are those that are enacted or substantively enacted
as at the reporting dats,

Deferred Income Tax, Deferred income tax is providad, using the balance sheet liability method,
on temperary differences at the reporting date between the tax bases of assets and liabilitiss and
their carrying amounts for financial reporting purposes.

Defzrred income tax liabilities are recognizad for all taxable temporary differsnces, excepl:

= where the deferred income tax liability arises from the initial recognition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the

transaction, affects neither the accounting profit nor taxable profit or loss; and

* in respect of taxable temporary differences associated with investments in subsidiaries and
associates, whers the timing of the raversal of the temporary differsnces can be controlled and
it is probable that the temparary differences will not reversa in the forsseeable future.

Deferred income tax assels ars recognizad far all daductible tamporary differsnces to the extant that
it is probable that taxable profit will be available against which the deductible temperary differences
can be ulilized except:

» where the deferred income tax asset relating to the deductible temporary difference arises from
the initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss;
and,

* in respect of deductible temporary differsnces associated with investments in subsidiaries and
associates, Deferred income tax assets are recognized only to the extent that it is probable that
the temporary differences will reverse in the foreseeable future and taxable profit will be
available against which the temporary differences can be utilized.
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The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred income tax assets to be utilized.

Defzrred income tax assets and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted as at the reporting date,

Related Party Transactions

Transactions with related partiss are accountzd for based con the naturz and substance of the
agreement, and financial effects ars included in the appropriate asset, lability, income and expense
ACCOUNES,

Provisicns are recognized when the Parent Company has a present obligation (legal or constructive)
as a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to seftle the obligation, and a reliable estimate can be made of the amount of the
obligation. Where the Parent Company expects soms or all of a provision to be reimbursed, for
example under an insurance contract, the reimbursement is recognized as a separate asset but only
when the reimbursement is virtually certain, [f the effect of the time value of money is matarial,
provisions are determined by discounting the expected future cash lows at a pre-tax rate that reflects
currsnt market assessment of the time value of money and, where appropriats, the risks specific to
the liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense.

Foreign Currency-Denominated Transactions
The Parent Company’s financial stataments are presentad in Philippine Peso, the Parent Company’s
functional currency. Transactions in foreign currencies are initially recorded in the functional
curtency rate prevailing at the date of the transaction. '

Monetary assets and liabilities denominated in forsign currencies arz restated at the functional
currency rate of exchange ruling at the reporting date. All differances are directly charged against
or eredited to current operations.

Nonmonetary items that are measured in tsrms of historical cost in a foreign currsncy are translatad
using the exchange rates as at the dates of the initial transactions. Nonmonetary items measured at
fair value in a foreign currency are translated using the exchange rates at the date when the fuir value
was determinead,

Farnings per Share

Basic earnings per common share is detarminad by dividing net income by the weightsd average
number of common shares outstanding, after retroactive adjustment for any stock dividend and stock
splits declared during the vear, :

Diluted earnings per common share is caleulated by dividing the net income for the year attributable
to the ordinary equity halders of the Parent Company by the weighted average number of common
shares outstanding during the year plus the weighted average number of ordinary shares that would
be issued for any outstanding common stock equivalents.
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Seament Reporting

For management purposes, the Parent Company is organized into business units based on their
services and has only one single operating segment as of December 31, 2018 and 2017. No
operating segments have been aggregated to form the Parent Company's single operating segment.
Management monitors the operating results of its business units separately for the purpose of making
decisions about resource allocation and performance assessment, Segment performance is evaluated
based on operating profit or loss and is measured consistently with operating profit or loss in the
parent company financial statements. However, financing and income taxes are not allocated to
operating segments.

Contingeneies

Contingent liabilities are not recognized in the Parent Company financial statements. These are
diselosed unless the possibility of an cutflow of resources embodying sconomic benefits is remote.
Centingenl assets are likewise not recognized in ths parent company financial statements but are
disclosed when an inflow of economic banefits is probable,

Events After the Reporting Period

Post year-end events that provide additional information about the Parent Company’s position at the
reporting period (adjusting evants) are reflectzd in the parent company financial statements, Post
year-end events that are not adjusting events are disclosed in the notes to the parent company
financial statemants whan matsrial,

ted

Significant Accounting Judgments and Estimates

The Parent Company’s financial statements, prepared in compliance with PFRSs, require the Parent
Company to make judgments and estimates that affect amounts reportzd in the parsnt company
financial statements and related notes, [n preparing thess financial statements, the Parent Company
made its best judgments and estimates of certain amounts, giving due consideration to materiality,
The Parent Company believes that the following represent a summary of these sigaificant
accounting judgments and estimates and the relatsd impact and associated risks in the parent
company [inancial statements.

Judgments
[n the process of applying the Parent Company’s accounting policizs, managemeant has made

judgments, apart from those involving estimations, which have the most significant elfact an the
amounts recognized in the parsnt company’s financial statements.

Revenue Recognition upon adoption of PFRS 13, The Parent Company rscognizes revenus when it
satisties an identified performance obligation by transferring a promised good or service to a
customer, A good orservice is considered to be transfarred when the customer obtains control, The
Parent Company determines, at contract inception, whether it will transfer control of a promised
good or servics over time. If the Parent Company doss not satisty a performance obligation over
time, the performance obligation is satisfied at a point in time.

The Parent Company revenue from power generation and are to be recognized over tims, since
customers simultaneously receive and consume the benefits as the Parent Company supplies power,
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Significant judgments in revenue recognition undar PFRS 13 are as follows:

Identifying Performance Obligations, The Parent Company identifies performance obligations
by considering whether the promised goods or sarvices in the contract are distinet goods o
services. A good or service is distinet when the customer can benefit from the good or service
on its own or together with other resources that are readily available to the customer and the
Parent Company’s promise to transfer the good or service to the customer is separately
identifiablz from the other promises in the contract.

The Parent Company assesses performance obligations as a series of distinct goods and services
that are substantially the same and have the same pattern of transfer if i) each distinct good or
services in the series are transferrad ovar time and i) the same method of progress will be used
(le., units of delivery) to measure the entity's progress towards complete satisfaction of the
performance ohbligation,

For power generation and ancillary services where capacity and energy dispatched are
szparataly identified, these two obligations are to be combined as one performance obligation
since these are not distinct within the context of the contract as the buyer cannot bensfit from
the contracted capacity alone without the corresponding energy and the buyer cannot chtain
energy without contracting a capacity.

The combined performance obligation qualifizs as a serias of distinct goods or services that are
substantially ths same and have the same pattern of transfer since the delivery of energy every
manth are distinct services which are all recognized over time and have the same measure of
prograss.

Identifying Methods for Measuring Progress of Revenue Recognized Over Time. The Parent
Company detzrmines the appropriate method of measuring progress which is either through the
use of input or output methods. Input method recognizes revenue on the basis of the eatity's
efforts or inputs to the satisfaction of a performance obligation while output method recognizes
revenue on the basis of direct measurements of the valus to the customer of the goods or services
transferrad to date.

For power generation and ancillary services, the Parent Company determined that the output
method is the best method in measuring progress since actual electricity is supplied to
customers. Ths Parent Company recognizes revenue based on:

* For the variable energy payment, actual kilowatt hours consumed which are billed on a
monthly basis.

* For fixad capacity payments, the Parent Company allocatss the transaction price cn a
straight-line basis over the contract term. The allocated fixed payments are also hilled on a

maonthly basis.

Determining Method to Estimate Variable Consideration and Assessing the Constraint. The
Farent Company includes some or all the amounts of variable consideration estimated but enly
to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognized will not occur when the uncertainty associated with the wvariable
consideration is subssquently resolved. The Parent Company considers both the likelihood and
magnitude of the revenue reversal in evaluating the extent of variable consideration the Parent
Company will subject to constraint. Factors such as i) highly susceptibility to factors outside
the Parent Company’s influence, ii) timing of resolution of the uncertainty, and iii) having a
large number and broad range of possible considerations amount are considared.

VAR



Some contracts with customers provide unspecified quantity of energy, provisional ERC rates,
and prompt payment discounts that give rise lo variable consideration, [n estimating the variable
consideration, the Parent Company applies the expected value method in estimating the variable
consideration given the large number of customer contracts that have similar characleristics and
the range of possible outcomes.

Before including any amount of variable consideration in the transaction price, the Parent
Company conaiders whether the amount of variable consideration is constrained. The Parsnt
Company detzrmined that the estimatss of variable consideration are to be fully constrained
based on its historical experience (i.e., prompt payment discounts), the range of possiblz
outcomes (e, unspecified quartity of energy), and the unpredictability of other factors outside
the Parent Company’s influence (i.e., provisional ERC rates).

*  Allocation of variable consideration, Variable consideration may be attributable to the entire
contract or Lo a specific part of the contract. For power generation, power and ancillary services
revenue streams which are considered as series of distinet goods or services that ars substantially
the same and have the same pattern of transfer, the Parent Company allocates the variable
amount that is no longer subject to constraint to the satisfied portion {i.e., month) which forms
part of the single performance obligation, and forms part of the monthly billing of the Parent
Company,

Aszsessment af Classification of Noncurrent dsset Held for Sale. On May 28, 2018, the BOD
announced its decision to sell the LBGT and was consequently classified as a disposal group held
for sale. As of December 31, 2018, the Parent Company is activaly ssarching [or potential buyers
of the disposal group, The Parent Company considered the disposal group to meet the critaria to be
classified as held for sale as of December 31, 2018 for the fallowing reasons:

* The disposal group is available for immediatzs salz and can be sold to the buvsr in its currant
condition,

* The actions to complete the sale wers initiated and expected to be complatad within ons year
{rom the dats of initial classification.

* There is an active plan to locate potential buyers.

Determining the Classification and Valuation of Assets and Liabilities and Measurement of
Revenues, Costs and Expenses Related to the Acquinition of the 133.0 MW Naga Power Plant
Complex (NPPC). The lzgal developments as discussed in Note 26 required the Parent Company
to exercise judgment relating to the classification and valuation of assets and liabilities, and
measurement of revenues, costs and expenses in relation to the NPPC acquisition. Since the
Suprame Court {SC) dacisions did not specifically rule how the nullified transaction will be treated
and settled between the Parent Company and PSALM, management, in consultation with external
legal counsels, exercised its dus judgment on how these decisions will be implemented. The Parsnt
Company assessed that it is appropriate to recognize a receivable as of December 31, 2017 and
exercised judgments regarding the amount of claim to be rzcognized and the expected timing of
when that claim will be collected. Thus, the Parent Company derecognized in 2015, the NPPC from
property, plant and equipment and the prepaid rent, and recognized a noncurrent receivabls from
PSALM of B1.143 billion, which is equivalent to the purchase price of the NPPC and land lease
rental paid by the Parent Company to PSALM in 2014,
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After the Entry of Judgment on November 28, 2014, the datz when the SC decisions became final
and executory, the Parent Company, in exercising its legal right of retention, continued operating
the NPPC as the best way to preserve it pending turnover of the NPPC and settlement of possible
claims and counterclaims between the Parent Company and PSALM, The Parent Company assessed
that the income from NPPC is a necessary consequence of its operation as the best way to preserve
it in preparation for the eventual turnover to PSALM, The income from operation of the NPPC (net
of directly related costs and expenses) amountzd to £76.1 million and B121.5 million in 2018 and
2017, respectively, and were recognizad as part “Other income” in the parent company statement of
comprehensive income. The income in 2016 from the operation of NPPC after November 28, 2016

was not material,

Pursuant to the Memorandum of Agreement (MOA) subsequently made and entered into between
PSALM and the Parent Company dated July 9, 2018 to implement the SC decision, a Joint
Certificate of Turnover was signed by the parties on July 13, 2018 for the return of the NPPC to
PSALM, return of' the bid/purchase price of NPPC to SPC and settlement of fuzl payable as provided
in the MOA,

Estimates and Assumptions

Estimating Allowance for Impairment Losses (prior to adoption of PFRS 9). The Parsnt Company
maintains allowance for impairment losses at a lsvel that management considers adequate to provide
for potential uncollectability of receivables. The Parent Company evaluates specific accounts where
the Parent Company has information that certain customer or third parties are unable to meet its
financial obligations. Also included in the assessment are the dividends receivable, due from
NPC/PSALM, due from related parties and noncurrent receivable (included under “Other
noncurrent assets”),  Factors, such as the Paren: Company's length of relationship wilh the
customers or other parties and the customers’ or other parties’ current credit status, are considerad
to ascertain the amount of reserves that will be recorded in the trade and other receivables, dividends
receivable, due from NPC/PSALM, due from relatad parties and noncurrent receivable (included
under “Other noncurrent assets™) in the parent company statement of financial position. These
reserves ars rz-evaluated and adjustad as additional information is received,

In addition to specific allowance against individually significant loans and receivables, the Parent
Company also makes a collective assessment of allowance against exposures which, although not
specifically identified as requiring a specific allowance, have a greater risk of default than when
originally grantaed.

Allowance for impairment amounted to 23,8 million and B1.4 million as of December 31, 2018 and
2017, respectively. The carrying value of thase receivables, net of allowance for impairmant,
amounted to B411.3 million and B1,255.3 million of December 31, 2018 and 2017, respectively (see
Notea 5, 6, 7 and 13),

Estimating Expected Credit Losses on Trade and Other Receivables, Due from NPC/PSALM and
Due from Related Parties using Simplified Approach (upon adoption of PFRS 9). The Parent
Company uses the provision matrix to calculate ECLs for these receivables. The Parent Company
calculates provision rates bassd on days past due for a group of various customer or debtor segments
that have similar loss patters (i.e., customer type).
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The provision matrix is initially based on the Parent Company’s historical observed loss rates. The
Parent Company will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic conditions {i.e., inflation ratss) are expectad
to increase over the next year which can fead to an increased number of defaults, the historical loss
rates are adjusted. Atevery reporting date, the historical observed loss rates are updatad and changes
in the forward-looking estimates are analyzed.

The assessment of the correlation between historical observed loss rates, forscast economic
conditions and ECL3 is a significant estimate which involves qualitative and quantitative thresholds
in place. The amount of ECLs is sensitive to changes in circumstances and of forecast economic
conditions, The Parent Company’s historical credil loss experience and forecast of economic
conditions may also not be representative of customer’s actual default in the future.

The Parent Company incorparatss forward-looking information into both its assessment of whether
the credit risk of an instrument has increased significantly since its initial recognition and its
measurement of ECL.

The Parent Company has identified and documented key drivers of credit risk and credit losses of
cach portfolio of financial instruments and, using an analysis of historical data, has estimated
relationships between macro-gconomic variables and eredit risk and eredit losses.

Predicted relationship between the key indicators and default and lnss rates on various portfolios of
financial assets have been developed based on analyzing historical data over the past 3 years. The
methodologies and assumptions including any forecasts of future economic conditions are reviewed
regularly.

The Parent Company has not identified any uncerlain event that it has assessed to be relevant to the
risk of default occurring but whers it is not able to estimate the impact on ECL due to lack of
reasonable and supportable information.

An increase in the Parent Company’s allowance for expected credit losses of trade and other
receivables, duz from NPC/PSALM and due from ralated parties will increase the Parent Company's
recorded expenses and decrease current assets. As of December 31, 2018, allowance for expectad
credit losses amounted to 3.8 million (see Notes 5, 6 and 7). These receivables, net of allowance
for expected credit losses, amounted to 411.3 million as of December 31, 2018 (see Notz 6).

Estimating Allowance for Muaterials and Supplies Obsolescence. The Parent Company providas
allowance for losses related to materials and supplies whenever the value of these materials and
supplies becomes lower than cost due to damage, physical detsrioration ar obsalescence. The
amounts and timing of the recorded expenses for any period would differ if the Parsnt Company
made differsnt judgments or utilized differant estimates, An increase in allowance for losses would
increase recorded expenses and decrease current assets.

Allowance for losses amounted to nil and B83.5 million as of December 31, 2018 and 2017,
respectively (see Note 8). The carrying valus of the materials and supplies, net of allowance for
losses, amounted to B56.5 million and B318.5 million as of December 31, 2018 and 2017,
respectively (ses Naote 8),
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Extimating Usefid Lives of Property, Plant and Equipment The Parent Company estimates the
useful lives of property, plant and equipment based on the period over which the assets are expected
to be available [or use or lease term, whichever is shorter, The estimated useful lives of property,
plant and equipmeant are reviewed pericdically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets, [n addition, the astimation of the useful lives of property, plant and
equipment is basad on colleclive assessment of internal tzchnical evaluation and experiznce with
similar assels. However, it is possible that futurs results of operations could be materially affected
by changes in estimates brought about by changes in factors mentioned above., The amouats and
timing of recording expenses for any period would be affected by changes in these factors and

cirgumstances,

The Parent Company rscognizad depreciation expense amounting to B12.4 million, BL.2 million
and #1.0 million in 2018, 2017 and 2016, respectively (see Note 213, As of December 31, 2018 and
2017, the aggregats net book valuss of property, plant and equipment amounted to B411,5 million

and B414.0 million, respectively (see Note 12).

Estimating Impairment of Properfy, Plant and Eguipment. Property, plant and equipment are
reviswed and tested whenever there is an indication of impairment and are reassessed at least each
reporting date. Factors such as significant underperformance of an asset relative to expectad
historical or projectad future operating results, significant changes in the manner of use of the
acquired assets, or significant negative industry or economic trends are considerad by the Parent
Company in assassing whether there is an indication that an asset’s carrying amount may exceed its
recaverable amount.

The Parent Company recognized impairment loss amounting to B14.3 million and B5.7 million in
2018 and 2016, and nil in 2017, As of December 31, 2018 and 2017, the aggragate net book values
of property, plant and equipment amounted to P411.5 million and B414.0 million, respectivaly (see
Nate 12}

Estimating Impairment of Investmenty in Associates and Investments in Subsidiaries, The Parent
Company assesses whether there are any indicators of impairment on investments in associates and
subsidiaries at each reporting date. Invastments in associates and subsidiaries are tested for
impairment whenever events or changes in circumstances indicate that the carrying amount of the
asset may not ba recoverable. The racoverable amount of investments in associates and investments
subsidiaries 15 based on fair value less cost to sell. Fair value less cost to sell is determined to be
the amount obtainable from the sale of the underlying nst assets of the associate or subsidiary. The
carrying amounts of investments in associates as of December 31, 2018 and 2017 amounted to
B2,852.5 million (ses Note 10). The carrying amounts of investments in subsidiaries as of
December 31, 2018 and 2017 amounted to B341.2 million (ses Note 11). Based on managzment's
assessment, the Parent Company’s investments in associates and investments in subsidiaries are
fairly stated, thus no impairment loss was recognized in 2018, 2017 and 2016.

Estimating Asset Retirement Obligation, The Parent Company has a contractual obligation under
the LLA with PSALM to dismantle installed assets and restore the leased premises to their original
condition at the end of the lease term (see Notes 15 and 25). These estimatad costs of dismantlement
and restoration assume third party estimates. Such estimate was projected using an average inflation
rate of 3.49% and was discounted using a rate of 3.89% representing the risk-free rate for the
remaining years of tha LLA.
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The amount and timing of recorded expenses for any period would differ if different assumptions
are used.  An increase in computed ARO would increase the recorded asset, depreciation and
noncurrent liahility,

As of December 31, 2018 and 2017, the ARO has a carrying value of nil and £22.6 million,
respectively (see Note [3),

Estimating Realizability of Deferred Income Tax Assets. The Parent Company reviews the carrying
amounts of deferred income tax assets at each reporting date and raduces deferred income tax assets
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred income tax assets to be utilized. However, thers is no assurance that the
Parent Company will utilize all or part of the deferred income tax assets. The Parent Company’s
assessment on the recognition of deferred income tax assets on deductible temporary differences is
based upon the likely timing and level of futurs taxable profits determined from the tax planning
strategies ol the Parent Company. The Parent Company clectad to avail of the Optional Standard
Deduction (OSD) starting 2010 and plans to avail of such in cartain number of years thereafter.
Thus, certain deferrad income tax assets were measured on this basis, The Parent Company has
deferred income tax assets amounting to nil and B6.8 million as of December 31, 2018 and 2017,
respectively (see Note 22).

Determining Fair Value of Financial Assets and Financial Liakilities. PFRS requires that certain
financial assets and liabilitizs be carried at fair valus, which requires extensive use of accounting
estimates and judgmert. While significant components of fair value measurement werz determined
using verifiable objective evidence (i.e., foreign exchange rates, interest rates, volatility rates), the
amount of change in fair value would differ if the Parent Company utilized a different valuation
methodology, Any change in fair valuz of these financial assets and liabilities would affect the
parsnt company statement of comprehensive income and the parent company statzments of changes

in equity.

Fair valus of financial assets as of December 31, 2018 and 2017 amountad to B2,619.2 million and
B1,161.2 million, respectively. Fair value of financial liabilities as of December 31, 2018 and 2017
amounted to B46.6 million and B773.0 million, raspectively.

Cash and Cash Equivalents

This account consists of:

018 2017
Cash on hand and in banks B354,234,824 B786,755,353
Short-term investments 1,847,153,269 261,080,011

B2,201,388,093 B[,047,835364

Cash in banks earn interest at the respective bark deposit rates. Short-term investments are made
tor varying periods of up to three months or less, depending on the immediate cash requirements of
the Parent Company, and earn intersst at the prevailing short-term investment rates. Total interest
income earned amounted to B41.2 million, B10.6 million and £16.9 million in 2018, 2017 and 2016,
respectively.
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Related Party Transactions

Parties are considerad to be related if cne party has the ability, directly or indirectly, to control the
other party in making financial and o perating decisions or the parties are subject to common control
or common significant influence. The Parent Company, in the normal course of business, has
significant transactions with related parties which principally consist of the following:

Managemenl services renderad to SPC Island Power Corporation (SIPC) where management
fee carned by the Parent Company amounted to B0.4 million in 2018, 2017 and 2016 is included
4s part of “Others - net” in the parent company statements of comprehensive income,

Extension of roninterest-bearing advances to SIPC for working capital requirements and
receivables relating to the purchase of materials and supplies made by the Parent Company on
behalf of SIPC.  Outstanding receivables related to these transactions amounted to
3314 million and £0.6 million as of December 31, 2018 and 2017, raspectively.

Extension of short-term, noninterest-bearing advances to KEPCO SPC Power Corporation
(KSPC), an associate, for the development of the 2x100 MW Circulating Fluidized Bed
Combustion (CFBC) Boiler Coal-Fired Power Plant in MNaga, Cebu. Outstanding advances to
KSPC amounted to 20,7 million as of December 31, 2018 and 2017,

Extension of noninterest-bearing advances to Bohol Light Company, Inc. (BLCI) for working
capital requirements. Outstanding advances amounted to 0.2 million and 20.1 million as of
December 31, 2018 and 2017, respectively.

Rendering of management and other services to MECO, an associate, amounting to
B120.0 million, B100.0 million and B54.5 million in 2018, 2017 and 2016, respectively, is
rzcorded as “Service income” in the parent company statements of comprehensive incoma.

Cash dividands received from asseciates (KSPC and MECQ) amountad to BL,409.8 million,
B1,028.3 million and 2213.4 million in 2018, 2017 and 2016, respectively (se= Note 109,

Cash dividends received from subsidiaries, SIPC, BLCI, SPC Electric Company, Inc.(SECI),
SPC Malaya Power Corporation (SMPC), and SPC Light Company, Inc. (SLCI} amounted to

B387.6 million, R726.4 million and #306.2 million in 2018, 2017 and 20186, respectivaly
(see Note 11).

Lease of office spaces from SPC Properties Developmant Corporation (SPDC) and SPEC
Properties, Inc. (SPEC). The aggregate rental expense amounted to B4.0 million in 2018 and
B3.9 million in 2017 and 2016 (ses Note 19). Outstanding payabla totaled to BL.3 million and
B0.7 million as of December 31, 2018 and 2017, respectively.

Extension/availment of noninterest-bearing advances to/from related parties for working capital
requirements,
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The results of these transaclions are presented in the appropriate accounts in the Parent Company
The amounts of due from/due to related parties and trade and other

financial statements,
receivables follow:
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Compensation and Benetits of Kev Management Parsonns!

The Parznt Company considers all senior officers as key managsment personnel. The compensation

of key managament personnel follows:

2018

non-interest beasing

2017

no impiizmant

2016

Short-tarm benefits
Pansion expenss

B31,961,364
309,811

B30,238,987
337,679

P31,889,772
159,000

P32,271,175

P30,576,666

B32,048,772
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6. Trade and Other Receivables
This account consists of:

2018 2017

Receivable from:
Natianal Grid Corporation of the Philippines
(NGCP) P11,396,811 P57,669,068
Philippine Electricity Markst Corp. (PEMC) (net
of allowance for impairment of 3.8 million
and B1.4 million in 2018 and 2017,

respectivaly) 4,738,466 23,739,928
Contractors and supplisrs 5,181,718 4,711,000
SIPC (see Note 5) 34,911 -
Othetrs 20,275,558 21,967,802

B41,627,464 RI08, 107,798

Reczivable from customers arises from generation and sale of energy, and from provision of
ancillary services.

Others mainly consist of advances Lo suppliers and contractors for refund in relation to services that
will no longer be availed by the Parent Company, officers and employees, insurance claims and
accrusd interest receivables from short-term investmants.

Allowance for impairment losses pertains to trads receivables that are individually determined to be
impaired at reporting date. These relate to debtors who are either in significant financial difficulties,
have defaulted on payments or whose accounts are under dispute and legal proceedings. Thase
receivables are not sseursd by any collateral or credit enhancerments,

Additional allowance for impairment loss amounting to £2.4 million and 1.4 million were provided
in 2018 and 2017, respectively (s2e Note 19).

The following table shows the movement in the allowance for impairment:

2018 2017
At January | E1, 400,000 -
Provision (s22 Nots 19) 2,375,422 1,400,000

At Decamber 31 B3,775,422 B[,400,000
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Due from and Due to NPC/PSALM

This account consists af*

L Due from NPCPSALM Due to NPC/PSALM
218 017 2018 2017

Cost of fuel purchases and others
{see Note 26) P B- B BIL1,650,388
Others 1,175,128 (175,128 - =
P1,175,128 Bl 173,128 P B3ll,6350,588

Cost of fuel purchases and other adjustments substantially pertains to the cost of fuel usad in the
operation of the NPPC. Based on management’s assessment of the timing when these are to be
settled, cost of fuel purchases and other adjustments amounting to B3IL7 million
as of December 31, 2017 were presented as current labilities (see Note 26).

Others mainly consist of outstanding amounts reimbursable by PSALM for other services rendersd
under Operation and Maintenance Service Contracts (OMSC).

Materials and Supplies

This account consists of

2018 2017
On hand - at NRV (net of allowance for inventory '
losses of nil and £85.5 million as of
December 31, 2018 and 2017, respectively) B40,99{,502 B315,966,917
[ transit - at cost 15,493,793 2,557,385
Al lower of cost and NEV B36,484,2093 B3I18,524.302

Matarials and supplies include fuel, lubricants, chemicals, spare parts, supplies and other
consumables used in the operations, repairs and maintenance of the power generation and plant,
property and equipment.

The cost of materials and supplies recognized as other chargss amounted to B135.6 million and
B325.7 million in 2018 and 2017, respectively (see Note 26) and “Cost of services” amounted to
B13.2 million, nil and B[ 67.6 million in 2018, 2017 and 20186, raspectively, in the parent company
statzments of comprehensive income (ses Note 18).
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9. Prepayments and Other Current Assets

This account consists of:

2018 2017

Input VAT P39,833,905 B358,978,672
Prepaid rent 2,378,872 2,843,872
Frepaid insurance 3,861,642 2,095,484
Deferred input tax 919,740 863,866
Others 1,235,239 55,755,420
' B48,229418  B120,537.316

As of Dsccmtlﬂer 31, 2017, "Others™ mainly consists of deferred input VAT of fuel owned by
PSALM ruﬁedlm the operations of NPPC but still to be invoiced to the Parent Company. Payment
was received in 2018 upon the turnover of NEFPC (see Note 26).

10, Investments in Associates

The Parent Company’s associates, corresponding equity ownership and acquisition cost follow:

Principal Activity ¥ ol Dwnership 2018 2017
KSPC Power generation 400 BL472.464.616 P2472464.6106
MECO Fower disiribution 40.0 380,000,752 380,000,752
B21,852,465,368 P2.832,465 368

KSPC

Summarized financial information pertaining to KSPC as of and for the years ended December 3]
follows:

2018 2017

Statzments of financial position:
Current assets B3 438,160,969 B3,028,153,666
Noncwrrent azsets 11,186,531,787 11,862,369,837
Current liabilities 895,386,982 688,867,772

MNoncurrent liabilities
Equity

Statements of comprehensive income:
Fevenue
Grross profit
Met income
Other comprehsnsive income (loss)
Total comprehensive income

KSPC declared and paid cash dividends to the Parent Company amounting to B1,329.8 million,

730,253,027
12,999,058,746

8,812,187,718
3,559,735,642
2,841,290,406

775,628
2,842 ,066,034

714,506,077
13,485,149 654

8.317,177,602
3,708,509,782
2,563,051,257
(215,914)
2,562,835,343

B968.3 million and 2133.4 million in 2018, 2017 and 2016, respectively (see Note 5).
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MECO
\ Summarized financial information pertaining to MECO as of and for the years ended December 31
i tollows:
2018 2017
Statements of financial position:
Current assets P2,655,644,061 £2539,970.643
. Noncurrent assets 2,903,998,249  2,135,870,438
| Current [fabilities 932,821,162 GO%.418,4568
| Noncurrent liahilitios 2,348,278,665  1,799,843,043
Equity 2,278,542,483  2,176,579,570
Revaluation increment on property, plant
and equipment, and others 188,241,004 200,371,063
! Statements of comprzhensive income:
, Revenue 6,350,888,911 5,324,917,027
Gross profit 338,144,307 200,173,187
| Net income 292,053,994 250,336,245
Other comprehensive loss 1,678,140 (479,501}
Total comprzhensive income 203,732,134 249,856,654
Income after adjustment of dapreciation
on appraisal increase and others 122,239,793 280,522,042

MECO declared and paid cash dividends to the Parent Company amounting to B80.0 million,
B60.0 million and P80.0 million in 2018, 2017 and 2016, respectively (sse Note 3),

The carrying value of the investment in KSPC and MECO is reviewed at each reporting date whether
the investment account is impaired. Based on management’s assessment, no impairment was
I recognized in 2018, 2017 and 2016,

i 1. Investments in Subsidiaries

' Details of the Parent Company’s investments in subsidiaries as of December 31, 2018 and 2017
are as follows:

% of Oamnershin

4 Principal Activity Dirzct Indirzct Total Amaunlt
o SIPC Powear gereralion 100.00% 100,00%) H274.5909,993
BLLCT Power distribution 3%.90% 13.70% 31.66% 45,633,125
SLCT Holding company 40.00%% 2d 004, &d.00%% 12,600, [958
SECT Holding company 440,00%5 40, 00%, 7,563,518
CINFC Powear generation 100.00% L100.00% 249,995
SMEPC Power gzncration 40.00% T340 95 998

2141177829
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Cash dividends dsclared by the subsidiaries in the last three years are summarized as follows:

-42 -

Amount
Declared By Date of Declaration Record Date Gross (in millions) Par Share
018
sEC Movember 28, 20138 Decermber 12, 2018 B330.0 B0 {eommon}
SLCI Mavember 28, 2018 Devember 20, 2015 4003 [.27
BLCIT April 12, 2018 April 16, 2018 KEHRN 040
December 10, 2018 December 14, 20138 3.0 013
SECI Mavember 28, 20138 December 20, 2018 14.0 [, 74
017
e Movember 20, 2017 [December &, 2017 TO00 280 (comman)
SLCI November 20, 2017 December 6, 2017 3.0 2. 1538
BLCI Auvgust §, 2017 August 13,2017 5.0 020
December 6, 2017 Decamber 13, 2017 125 030
SECI Maverber 20, 2217 Diecember &, 20107 20.0 10574
SiIPC Movamber 24, 2017 December 6, 2007 3.43 L4.60
216
BLCT Juns 17,2014 June 30, 2016 42.0 0.58
December [2, 2016 Decamber 13, 2016 488 0.6z
SIPC Mavembar 21, 2015 Mecamber |, 20104 4300 15.0 {eammon)
SLCT Decamber 13, 2014 December 2, 2014 5.0 1.59
12. Property, Plant and Equipment
This account consists of:
2015
Buildings,
FPlanc Furniture Partitinns
Flachinery Wlator and Office and Air Constructlon
and Eguipment Vehicles Equipment  Conditinners lit Progress Tatal
Cist
At Tanuary | P95, 148,100  B23,994,316 PI15,6315615 Bo 413811 BIT2A58,478  PE15652,341
Adiitions 14,440,009 1,300,000 709,966 #5517 J016,375 46,621,867
Tranaters 147,545,973 Z 5 —  (387,58597H) 2
Transfario NCA held for sale (68,715,152) - - = - {68,716,152)
Diapnsals {26, 423,171) (36014098 (6,153,807 - - [Fii, 141, 900)
At Degember 31 403,032,768 20,632,338 10,376,473 §.485,32% £, 548,880 437,416,290
Arcumulated Depreziatien and
Impairmant
At Tanuary 1 50,792,051 14,628,097 15,103,342 100,238 - 101,615,528
(epreoiation during the year
{sce Motz 21 10,766,277 1,149,256 352,40 143,670 - 12,412,152
Impairment 14,266,350 - - - - 14,206,480
Cither adjuatments 3,606,770 = = - - L6046, 770
Tranaier to NCA hzld for sals (50,501,150 = e - - (50,503,152
Dispasals (15,836,722} (3,661,688 (5,009,504 - ~  [35.508,004)
At Drezerber 3L 13,003 (14 L7, 116,565 P 60T ,233 908 = 45,840,174
MNet Book Yalue B30, 939, Tad B3516,273 BO20 7TH B231 411 PL4.388 580 P4IL526,1146
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The Parent Company has detsrmined that the highest and best use of its noncurrent assets hald for
sale is its current nse.

The ARD rzlated to the disposal group has been remeasured to B2.2 million, resulting to reversal of
ARD amourting to B21.3 million. The ARO is presented as liabilities directly associzted with
noncurrsntasset held for sale in the parent company statements of financial position (ses Note 15),

Cost of fully depreciated property, plant and equipment that are still being used by the Parent
Company amounted to 359 million and B51.§ million as of December 31, 2018 and 2017,

respectively.

E3;

Other Noncurrent Assets

This account consists of:

2018 2017
Investment in proprietary club shares B6,300,000 BL,300,000
Soflware costs (net of accumulated amortization of
B1.8 million and B1.2 million in 2018 and 201 7
respectively) (see Note 21) 4,257,760 4,866,011
Nencurrant receivable (see Note 26) - 1,143,240,000
(thers 6,602,953 5,937327

F17,360,713 B[,155,343,3338

As of Decermber 31, 2017, investment in propristary club shares has a carrying value of B1.3 million.
Upon adoption of PFRS 9 effectiva Tanuary 1, 2018, the Parent Company recognized transition
adjusiments of £1.7 million directly charged to the Parent Company’s beginning other
comprehensive incoms and B1.5 million recognized as “Unrealized valuation gain on financial asset
at FVOCT” in the 2018 parent company statement of comprehensive incoma,

Others mainly pertains to Investment in Casureco [V amecunting to BS.5 million and other assets
amounting to B0 million

14,

Trade and Other Payables

This account consists of

2018 2007
Trad= B27.684,826 B232,908,103
Nontrade 20,112,597 33,965,831
Accrued expenses 17,182,243 24,732,144

64,979,666 B291,606,080

Trade payables pertain to purchases of goods and services. Thase are noninterest-bearing and are
normally settled on 30-60 days tarms.
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