[n praparing the parant company financial statements, managament i3 rasponsibie for assessing th
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Company’s ability to continue as a going concarn, disclosing, as applicable, matters rela
concarn and using the going concern basis of accounting unless management 2ither intends to lig

the Parent Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are respousible for overseeing the Parznt Company’s tinancial reporting
process.

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

Our objectives arz to obtain reasonable assurance about whether the parsnt company financial statements
as a wholz are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Rezasonable assurance is a high level of assurance, but is not a guarantze
that an audit conductad in accordance with PSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considerad material if, individually or in the
aggragate, they could reasonably be 2xpected to influence the economic decisions of users taken on the
basis of these parsnt company financial statements.

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

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

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

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

*  Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
basad on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Parent Company’s ability to continue as a going
concern. [f we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the parent company financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions may cause the

Parent Company to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the parent company financial statements,
including the disclosures, and whether the parent company financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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We communicate with those chargad with governance regarding, among other matters, the planned scope

and timing of the audit and sign nificant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those chargsd with governance with a statement that we have complied with reievant
athical requirsments rzgarding independence, and to communicate with them all rzlationships and other

mattars that mayv rzasonably be thought to bear on our independence, and whers applicable, related
safeguards.

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

Our audits were conductad for the purpose of forming an opinion on the parsat company financial
btat ments taken as a whole. The supplementary information rﬁqulrad under Revenue Regulations
13-2010 in Note 26 to the parent company financial statsments is presented for purposes of filing with the
Bureau of Internal Revenue and is not a raquirad part of the basic financial statements. Such information
is the responsibility of the management of SPC Power Corporation. The information has been subjected
to the auditing procadurss applied in our audit of the basic financial statements. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The engagement partner on the audit resulting in this independent auditor’s report is Alvin M. Piapin.

SYCIP GORRES VELAYO & CO.

(i O/Ww

Alvin M. Pinpin

Partner

CPA Certificatz No. 94303

SEC Accreditation No. 0781-AR-3 (Group &),
April 3, 2018, valid until April 2, 2021

Tax I[dentification No. 198-819-157

BIR Accraditation No. 08-0019983-70-2018,
February 26, 20138, valid until February 23, 2021

PTR No. 8125280, January 7, 2020, Makati City

May 7, 2020
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SPC POWER CORPORATION

PARENT COMPANY STATEMENTS OF FINANCIAL POSITION

December 31

2019 2013
ASSETS
Current Assets
Cash and cash equivalents (Notz 6) R2,743,899,203 R2.201,333.093
Trade and other racetvanles {(Note 7) 72,112,632 42 802592
Due from related parties (Note 3) 3,490,363 368,530,669
Materials and supplies (Note 3) 53,028,611 36,434,293
Prepavments and other current assets (Notz 9) 38.560,215 45.229413
Total Currsnt Assets 2.916.091,237 2,717,435.067

Noncurrent Assets Held for Sale (Note 12)

13,213,000

Noncurrent Assets

[nvestments in associates (Note 10)
Investments in subsidiaries (Nota L1)
Property, plant and equipment (Note 12)
Pznsion asset (Notz 21)

Other noncurrant assets (Notes 13 and 23)

2,852,465,368
341,177,829
449,493,718

29,736,313

Total Noncurrsnt Assets

3,672,8935.228

TOTAL ASSETS B6,583.986.465 B6,339.536,020
LIABILITIES AND EQUITY
Current Liabilities
Trade and other payables (Note [4) 90,245,459 R64,979,606
Due to related parties (Note 5) 3,379,738 3,119,068
[ncome tax payable 14,917,038 4,571,297
Currznt portion of lease liabilities (Note 23) 5,116,643 —
Total Currenat Liabilities 113,638,903 72,670,031
Liability Directly Associated with Noncurrent Assets
Held for Sale (Notz 12) - 2,234,000
Noncurrent Liabilities
Pension liability (Note 21) 1,076,310 -
Lease liabilities - net of current portion (Note 23) 3,385,634 -
Total Noncurrent Liabilities 4,461,944 -
Total Liabilities 118,120,847 74,904,031

(Forward)
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December 31

2019 2013
Equity
Capital stock - Bl par value (Notz 13)
Authorizad - 2.000,000,000 shares
[ssued - [,369,491.900 sharss B1,369,491,900 B[ 369491900
Additional paid-in caprtal 36,310,752 86,810,732
Retained eamnings (Note 13):
Appropriated for futurs expansion projects 2,300,000,000 £,500,000,000
Unappropriated 2,138,966.296 3,231.244.938
Other comprzhensive income:
Remeasursment of employee benefits (Note 21) 954,844 3,292,553
Net unrealized valuation gains on financial asset at fair value
through other comprzhensive income (FVOCI) (Note 13) 5,650,000 4,350,000
Trezasurv stock at cost - 72,940,097 sharzs (Notz L3) (131,008.174) (131,003,174
Total Equity 6,470.865,613 6.234.681,939
TOTAL LIABILITIES AND EQUITY P6,588.986.465  B6,339,386,020

See accompanving Notes 1o Parznt Company Financial Starements.
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SPC POWER CORPORATION

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2019

2018

2017

REVENUE
Operating fees (Note 23)

COST OF SERVICES
Plant operations (Notes 16 and 23)

P232.322,488

(217,400.298)

GROSS PROFIT (LOSS) 64,922,199 (26.379,820) -
GENERAL AND ADMINISTRATIVE
EXPENSES (Note 17) (190,299,232 (163.823.927) (126444744
OTHER INCOME (CHARGES)
Dividend income (Notes 5, [0 and [ ]) 1,782,586,723 1,797,333,737 [,754.761,333
Service income (Note 3) 123,643,736 120,007,136 100,006,366
[nterast income (Not2 6) 89,347,432 41,191,175 10,617,333
Changes in asset retirament obligation (Note 12) — 21,234,649 =
[nterast expense (Notes 23 and 24) (680,963) (831,343) (20.052,142)
Others - nat (Notes 4. 3, 12 and 23) (116,782) 226,252,709 129,437,050
1,.994,780,146 2,2053.237.931 1.974.790.214
INCOME BEFORE INCOME TAX 1,869,403,084 2,015,034,184 1,843.343,470
PROVISION FOR INCOME TAX (Note 20) 35,474,763 64.017.630 41,117,733

NET INCOME

OTHER COMPREHENSIVE INCOME
[tems that will not be reclassified to profit or loss:
Remeasurzment gain {loss) on employee benefits,

1,833,928,321

1,951,016,504

1,807,227,712

net of tax effect (Note 21) (2,337,709) 4,212,097 (919,544
Unrzalized valuation gain on financial assat at
FVOCI (Note 13) 800,000 1,500,000 -
(1,537,709) 3,712,097 (919,544
TOTAL COMPREHENSIYE INCOME P1,832,390,612 B1,936.728.601 BI1.806.308,163
EARNINGS PER SHARE (BASIC/DILUTED)
(Note 13) P1.23 BL.30 Bl1.21

See accompanying Notes to Parent Company Financial Statements.
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SPC POWER CORPORATION

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2019 2018 2017
CASH FLOWS FROM OPERATING
ACTIVITIES
Income befors income tax P1,869,403,084  R2.013,034.134 BLB43345470

Adjustments o reconcile income before income

tax to net cash tlows:

Dividend income (Notes 3, [0 and 1 1) (1,782,386,723)  (1,797,333,737) (!l 754 761.333)
[ntarast income (Notz2 6) (89.347,432) (41,191,173) 10,617,333)
Nzt changes in pension and asset retirament
obligation (Note 12) 146,328 (21,023,419 504,340
Provision for impairment on property, plant
and equipment (Notz 12) - 14,266,330 -
Deprzciation and amortization
(Notes 12 and 19) 36,544,512 13,141,696 1,910,323
[nterast expense (Notes 23 and 24) 630,963 831,343 20,032,142
Loss (gain) on disposal of assets (Note 12) 7,237,697 (939,738} (267.837)
Unrealized forzign exchange loss (gain) 930,797 (1,500.841) 1,033,138
Operating income beforz working
capiral changes 43,029,426 181,263,299 106,198,871
Decrzase (increase) in:
Trade and other receivables (27,731,595) 65,430,334 (33,082,273)
Due from related parties 363,040,104 (365,775,167) 430,026,032
Materials and supplies (1,544,317) 275,244,672 (235.647,407)
Prepayments and other currant assets 9,547,900 72,307,398 (73,363,320)
[ncrease (decrease) in:
Trade and other payables 25,263,793 (738,277,002) 324,399,431
Due to rzlated parties 260,670 1.146.128 622,337
Net cash generated from (used in) operations 413,867,981 (308,607,833) 599,149 470
[ncome taxes paid (23,129,002) (69,500,863} (33,541,943)
[nterest paid (Notes 23 and 24) (680,963) - (21,716,8606)
Intarest receivad 89,347,432 41,191,173 10,617,535
Net cash flows from (used in) operating
activities 477,405,448 (336,917,326) 554,503,216
CASH FLOWS FROM INVESTING
ACTIVITIES
Cash dividends received (Notes 3, 10 and 11) 1,782,5386,723 1,797,383,787 1,794,212,627
Additions to property, plant and equipment
(Note 12) (63,247,563) (56,219,762) (140,178,283)
Proceeds from disposal of property and
equipment (Note 12) 7,142,858 1,593,730 267,837

Decrease (increase) in other noncurrent assets
(Notes 13 and 23)

(12,213,959)

1,143.453,081

(835.287)

Net cash flows from invasting activities

1,714,268,037

2,886,210,856

1,653,466,912

(Forward)
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Years Ended December 31

2019 20183 2017

CASH FLOWS FROM FINANCING

ACTIVITIES
Cash dividends paid (Note 13) (B1,646,206,983) (B, 197241 442) (B1,200,5300,706)
Payments of long-tarm debt (Notz 24) - - (377,777,778
Payment of principal portion of lease liabilities

(Note 24) (2.024.613) - -
Cash flows used in financing activities (1,648.231,598)  (L.197.241 442,  (1.773.273 434

NET INCREASE IN CASH AND CASH
EQUIVALENTS

EFFECT OF EXCHANGE RATE
CHANGES ON CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

543,441,907

(930,797)

2,.201,338,093

152,051,833

1,047,335.364

429,596,644

(1,033,188)

619,171,908

CASH AND CASH EQUIVALENTS
AT END OF YEAR (Note 8)

£2,743,899.203

R2.201.333.093

See accompanving Nores to Parent Company Financial Statements.
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SPC POWER CORPORATION

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

Corporate Information

SPC Power Corporation (the Parsnt Company) was incorporated in the Republic ot the Philippines
and registered with the Philippine Securities and Exchange Commission (SEC) on March 11, 1994,

The Parent Company was formerly a venturz company owned by members of the Salcon Consortium
which entered into a Rehabilitation, Operation, Maintenance and Managsment Agreement (ROMM
Agrzement) with the National Power Corporation (NPC) on March 235, 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 rehabilitate-operate-
maintain-and-manage scheme as defined in the ROMM Agreement.

Under the ROMM Agreement, the Parant Company, at its own cost, rshabilitated, operated,
maintained and managed the NPPC over the cooperation period of 15 yzars (Cooperation Period:
up to May 29, 2009 for the Land-Based Gas Turbines (LBGTs), and up to March 25, 2012 for the
Cebu Thermal Power Plant (CTPP) 1, CTPP 2 and Cebu Diesel Power Plants 1 (CDPP 1), as
amended).

[n resolutions dated September 28, 2001, the Board of Dirsctors (BOD) and Stockholders amended
the primary purposes for which the Parent Company is formed. Together with its subsidiaries and
associates, it is engaged in various business activities within the Philippines that include, among
others, the development, construction, rzhabilitation, maintenance, management and operation of
power generating plants, electricity distribution and related facilities in accordance with existing
laws.

Oun April 2, 2002, the Parent Company’s common shares were listed in the Philippine Stock
Exchange (PSE) (see Notz 13).

On September 9, 2016, the Parent Company’s BOD further amended the Parent Company’s Articles
of Incorporation in order to engage in the business of selling, brokering, marketing, or aggrzgating
electricity to the end users. The amendments were subsequently approved and confirmed by written
consent of the stockholders representing at least two-thirds of the outstanding capital stock of the
Parent Company. On January 4, 2017, the SEC approved such amendment.

The ragistersd 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
May 7, 2020.
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Basis of Preparation, Statement of Compliance and Changes in Accounting Policies and
Disclosures

Basis of Praparation

The Parent Company’s financial statements have been preparsd on a historical cost basis, except for
inancial assets at FVOCI which havs been measurzd at fair value, and are presented in Philippine
Peso, the Parsnt Company's functional currency. All amounts are rounded to the nearest Peso
except as otherwise indicated.

The Parsnt Company also preparss and issues consolidated financial statements for the same period
as the separatz financial statements prasentad in accordance with Philippine Financial Rzporting
Standards (PFRSs). These may be obtained at 7 Floor, Cebu Holdings Center, Archbishop Reyes
Avenue, Cebu Business Park, Cebu City.

Statement of Compliancs
The Parent Company’s financial statements are presented in accordance with the PFRSs.

Changes in Accounting Policies and Disclosurss
The accounting policies adoptad ars consistent with those of the previous financial year, except for
the following new and revised standards and Philippine Interpretations which wers applied starting
January 1, 2019. Unless otherwise indicated, the adoption did not have any significant impact on
the financial statements of the Parent Company.

*  PFRS 16, Leases

PFRS 16 was issued in January 2016 and it replaces PAS 17, Leases, [FRIC 4, Determining
Whether An Arrangement Contains A Lease, SIC-13, Operating Leases-Incentives and SIC-27,
Evaluating the Substance of Transactions Involving the Legal Form of a Lease. PFRS 16 sets
out the principles for the recognition, measurement, prasentation and disclosure of leases and
requires lessees to account for all leases under a single on-balance sheet model similar to the
accounting for finance leases under PAS 17, Leases.

Lessor accounting under PFRS 16 is substantially unchanged from 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. Therefore, PFRS 16 does
not have an impact for leases where the Parent Company is the lessor.

The Parent Company adopted PFRS 16 using the modified retrospective method of adoption
with the date of initial application of January 1, 2019. Under this method, the standard is applied
retrospectively with the cumulative effsct of initially applying the standard recognized at the
date of initial application without restating comparative information. The Parent Company has
elected to apply PFRS 16 transition relief to contracts that were previously identified as leases
applying PAS 17, The Parent Company will therefore not apply PFRS 16 to contracts that wers
not previously identified as containing a lease applying PAS 17.

The Parent Company has elected to use the recognition exemption under PFRS 16 on lease of
contracts for which the lease terms end within 12 months from the date of initial application or
short-term leases. Lease payments on short-term leases are recognized as expense on a straight-
line basis over the lease term.
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follows:

The effects of adoption on the statement of financial position as at January |, 2009 ars as

Property, plant and equipment (see Notz 23) B[,395.2

Przpayments and other current assets (121,293)
Orther noncurrsnt assets (10.107)
Total Assets 21,263,879
Lease liabilities (see Notz 23) B1,263.879

Based oun the above, as at January 1, 2019:

» Property, plant and squipment were rzcognized amounting to Bl.4 million representing the
amount of right-of-use assets set up on transition datz.

o Przpayments under “Prepayments and other current assets” and “Other noncurrent assets”
of B0.1 million and B10,107, respectively, related to prepaid rental for previous operating
leases under PAS 1|7 wers derecognized.

o Lease liabilities of BL.3 million wers recognizad.

Prior to adoption of PFRS 16, the Parent Company classified sach of its leases (as lessee) at the
inception date as zither a finance lease or an operating lease. A lease was classified as a finance
lease if it transfarrad substantially all of the risks and rawards incidental to ownership of the
leased asset to the Parsnt Company; otherwise it was classitied as an operating lease. Finance
leases were capitalized at the commencement of the lease at the inception date fair value of the
leased property or, if lower, at the prasent value of the minimum lzase payments. Lease
payments wara apportioned between interast (recognized as finance costs) and raduction of the
lease liability, In an operating lease, the leased property was not capitalized and the lease
payments were rzcognized as rent expense in the statements of income on a straight-line basis
over the lease term. Any prepaid rent was recognized under “Prepayment and other current
assets” and “Other noncurrent assets” if realizable within one year and more than one year,
raspectively.

Upon adoption of PFRS 16, the Parent Company applied a single recognition and measurement
approach for all leases, except for short-term leases and low-value assets. The standard provides
specific transition requirements and practical expedients, which have been applied by the Parent
Company.

Leases previously accounted for as operating leases. The Parent Company recognized right-
of-use assets and lease liabilities for those leases previously classified as operating leases, except
for short-tarm leases. The right-of-use assets for most leases were recognized based on the
carrying amount as if the standard had always been applied, apart from the use of incremental
borrowing rate (TBR) at the date of initial application. In some leases, the right-of-use assets
wars recognized based on the amount equal to the lease liabilities, adjusted for any rzlated
prepaid and accrued lease payments previously recognized. Lease liabilities were recognized
based on the present value of the remaining lease payments, discounted using the IBR at the
date of initial application.
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The Parznt Company also applied the following practical expedients provided by the standard:
o Apply the short-tarm leases sxemptions to leases with lease term that ends within |2 months
of the date of initial application (short-tzrm leases).
o Exclusion of initial dirzct costs from the measursment of the right-of-use asset at the datz
of initial application.

The lease liabilities as at January 1, 2019 can be raconciled to the operating lease commitments
31

as of December 31, 2018 as tollows:

Operating lease commitments as at December 31, 2013 B1,943,780
Wzizhtaed averaga [BR as at January 1. 2019 7.0 %
Discounted operating lease commitments at January [, 2019 B2.913,503
Less commitments rzlating to short-term leases 1,649,624
Lease liabilities as at January 1. 2019 B1,2563.879

Philippine Interpratation IFRIC-23, Uncertainty over Income Tax Treatments

The Interprstation addresses the accounting for income taxss when tax treatments involve
uncertainty that affects the application of PAS 12, [ncome Taxes, and does not apply to taxes or
levies outside the scope of PAS 12, nor does it specifically include requirements relating to
intzrest and penalties associated with uncertain tax treatments. The [nterpretation specifically
addresses the following:

»  Whether an entity considers uncertain tax treatments separatzly

» The assumptions an entity 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
credits and tax rates

o How an entity considers changes in facts and circumstances

An entity must determine whether to consider each uncertain tax treatment separately or
togsther with one or more other uncertain tax treatments. The approach that better predicts the
esolution of the uncertainty should be followed. The entity shall assume that the taxation
authority will examine amounts that it has a right to examine and have full knowledge of all
related information when making those examinations. If an entity concludes that it is not
probable that the taxation authority will accept an uncertain tax treatment, it shall reflect the
effect of the uncertainty for each uncertain tax trzatment using the method the entity expects to
better predict the resolution of the uncertainty.

Upon adoption of the I[nterpretation, the Parent Company has assessed whether it has any
uncertain tax position. The Parent Company applies significant judgement in identifying
uncertainties over its income tax treatments. The Parent Company determined, based on its
assessment, that it is probable that its income tax treatments will be accepted by the taxation
authorities. Accordingly, the interpretation does not have an impact on the financial statements
of the Parent Company.
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Amendments to PERS 9, Prepavmen: Featurzs with Negative Compensation
£ 3> i

Under PFRS 9, a debr instrument can be measurad at amortized cost or at fair value through
other comprehensive income, provided that the contractual cash flows are “solely payments of
principal and intersst on the principal amount outstanding’ (the SPPI 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
gvent or circumstance that causes the 2arly termination of the contract and irrespective ot which
party pays or raceives reasonable compensation for the early termination of the contract.

This amendment does not have an impact on the financial statements of the Parent Company.
Amendments to PAS 19, Emplovee Benefits, Plan Amendment, Curtailment or Settlement

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

o Determine current service cost for the remainder of the period after the plan amendment,
curtailment or settlement, using the actuarial assumptions used to remeasure the net defined
benefit liability (asset) raflecting the benefits offerad under the plan and the plan assets after
that event

» Determine 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 remeasurs
that net defined benefit liability (asset).

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

Since the Parznt Company’s current practice is in line with these amendments, these do not have
any effect on its financial statements.

Amendments to PAS 28, Long-term [nterests in Associates and Joint Ventures

The amendments clarify that an entity applies PFRS 9 to long-term interests in an associate or
joint venture to which the equity method is not applied but that, in substance, form part of the
net investment in the associate or joint venture (long-term interests). This clarification is
relevant because it implies that the expectad credit loss (ECL) model in PFRS 9 applies to such
long-tzrm interests. The amendments also clarified that, in applying PFRS 9, an entity does not
take account of any losses of the associate or joint venture, or any impairment losses on the net
investment, recognized as adjustments to the net investment in the associate or joint venturs that
arise from applying PAS 28, [nvestments in Associates and Joint Ventures.

The amendments do not have significant impact to the financial statements of the Parent
Company.
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Annual Improvemenis 1o PFRSs 2013-2017 Cyclz

*  Amendments o PFRS 3, Business Combinations, and PERS L1, Joint drrangemenis,

AT

Previously Held Interest in a Joint Operation

The amendments clarify that, when an entity obtains control of a business that i3 a joint
operation, it applies the requirements for a business combination achieved in stages,
including remeasuring praviously held interssts in the assets and liabilities of the joint
operation at fair value. In doing so, the acquirsr remeasurss its entirs previously neld
interest in the joint operation.

A party that participatss in, but does not have joint control of, a joint operation might obtain
joint control of the joint operation in which the activity of the joint operation constitutes a
business as defined in PFRS 3. The amendments clarify that the praviously held interzsts
in that joint operation ar2 not remeasurad.

These amendments ars curraatly not applicable to the Parent Company but may apply to
futurs transactions.

*  Amendments to PAS 12, Income Tax Consequences of Payments on Financial
Instruments Classified as Equity

The amendments clarify that the income tax consequences of dividends are linksd more
directly to past transactions or events that generated distributable profits than to
distributions to owners. Thersfors, an entity recognizes the income tax consequences of
dividends in profit or loss, other comprzhensive income or equity according to whers the
entity originally recognized those past transactions or events.

These amendments ars not relevant to the Parent Company because dividends declarsd by
the Parent Company do not give rise to tax obligations under the current tax laws.

*  Amendments to PAS 23, Income Tax Consequences of Borrowing Costs, Borrowing Costs
Eligible for Capitalization

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

An entity applies those amendments to borrowing costs incurred on or after the beginning
of the annual reporting period in which the entity first applizs those amendments.

The amendments do not have significant impact to the financial statements of the Parent
Company.
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New Standards and [ntarpretation [ssued and Effactive after December 51, 2019

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

Effective Januarv [, 2020

*  Amendments to PFRS 3, Definition of a Business

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 also add guidance to assess whether an acquired procsss
is 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 1, 2020, with earlier application permittad.

These amendments will apply on futur2 business combinations of the Parznt Company.

*  Amendments to PAS |, Presentation of Financial Statements, and PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors, Definition of Material

The amendments refine the definition of material in PAS [ and align the definitions used across
PFRSs and other pronouncements. They arz intended to improve the understanding of the
existing requirsments rather than to significantly impact an entity’s materiality judgements.

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

Effective beginning on or after January [, 2023
»  PFRS 17, [nsurance Contracts

PFRS 17 is a comprehensive new accounting standard for insurance contracts covering
recognition and measurement, presentation and disclosure. Once effective, PFRS 17 will
replace PFRS 4, Insurance Contracts. This new standard on insurance contracts applies to all
types of insurance contracts (i.e., life, 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.

The overall objective of PFRS 17 is to provide an accounting model for insurance contracts that
is more useful and consistant for insurers. [n contrast to the requirements in PFRS 4, which are
largely based on grandfathering previous local accounting policies, PFRS 17 provides a
comprehensive model for insurance contracts, covering all relevant accounting aspects. The
core of PFRS 17 is the general medel, supplemented by:

* A specific adaptation for contracts with direct participation features (the variable fee

approach)
* A simplified approach (the premium allocation approach) mainly for short-duration
contracts
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PFRS |7 is effective for raporting periods beginning on or atter January L, 2021, with
comparative figures required. Early application is permitted.

This amendment does not have an impact on the financial statements of the Parsnt Company.

Deferrad effectivity

*  Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or
Contribution of Assets between an [nvestor and its Associate or Joint Venture

The amendments addrass the conflict between PFRS 10 and PAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributad to an associatz or joint venturs. The
amendments clarify that a full gain or loss i5 recognized when a transfar to an associate or joint
venturs involves a business as defined in PFRS 3, Business Combinations. Any gain or l0ss
rasulting from the sale or contribution of assets that does not constituts a business, however, i3
recognizad only to the extant of unrslated investors’ interssts in the associate or joint venturs.

On January 13, 2016, the Financial Rzporting Standards Council deferrad the original stfactive
datz of January 1, 2016 of the said amendments until the [nternational Accounting Standards
Board (IASB) completss its broader raview of the research project on equity accounting that
may rasult in the simplification of accounting for such transactions and of other aspects of
accounting for associatass and joint ventures.

The amendments may apply to futurs transactions of the Parent Company.

(W]

Summary of Significant Accounting Policies

Cash and Cash Equivalents

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

Financial Instruments - Classification and Measurement

Classification of Financial Assets. Financial assets are classified in their entirety based on the
contractual cash flows charactaristics of the financial assets and the Parent Company’s business
model for managing the financial assets. The Parent Company classifies its financial assets into the
following measurement categories:

=  Financial assets measured at amortized cost;

«  Financial assets measured at FVPL;

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

* Financial assets measursd at FVOCI, wherz cumulative gains or losses previously recognized
are not reclassified to profit or loss.

a
a,

Contractual Cash Flows Characteristics. If the financial asset is held within a business model
whose objective is to hold assets to collect contractual cash flows or within a business model whose
objactive is achieved by both collecting contractual cash flows and selling 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.

IR
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[n making this assessment, the Parsnt Company determines whether the contractual cash tlows are
coasistent with a basic lending arrangement, i.e., intersst includes consideration only for the time
value of money, cradit risk and other basic lending risks and costs associated with nolding the
financial asset for a particular period of time. [n addition, intarast can include a profit margin that
is consistent with a basic lending arrangement. The assessment as to0 whether the cash flows meet
the test is made in the currency in which the financial asset is denominated. Any other contractual
tarms that introduce 2xposurs to risks or volatility in the contractual cash flows that is unrelatad to
1 basic lending arrangement, such as exposurs to changes in equity prices or commodity prices, do
not give rise to contractual cash flows that are solely payments of principal and intersst on the
principal amount outstanding.

Business Mode!l. The Parent Company’s business model is determined at a level that reflects how
groups of financial assets are managed togsther to achieve a particular business objsctive. The
Parsnt Company’s business model does not depend on managsment’s intentions for an individual
instrument.

The Parznt Company's business model refers to how it manages its financial assets in order to
generate cash flows. The Parsnt Company’s business model determines whether cash flows will
result from collecting contractual cash flows, selling financial assets or both. Relevant factors
considerad by the Parznt Company in detarmining the business model for a group of financial assets
include how the performance of the business model and the financial assets held within that business
model ars evaluated and reported to the Parsnt Company's key management personnel, the risks
that affzct the performance of the business model (and the financial assets held within that business
model) and how these risks ars managed and how managers of the business are compensated.

Financial Assets at Amortized Cost. A financial asset is measursd 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 tarms of the financial asset give rise on specified dates
to cash flows that are solely payments of principal and interzst on the principal amount outstanding.

These financial assets are initially recognized at fair value plus directly attributable transaction costs
and subsequently measured at amortized cost using the effective interest ratz (EIR) method, less any
impairment in value, Amortized cost is calculated by taking into account any discount or premium
on acquisition and fzes and costs that are an integral part of the EIR. The amortization is included
in “Intersst income” in the statzment of comprehensive income and is calculated by applying the
EIR to the gross carrying amount of the financial asset, except for (a) purchasad or originatad credit-
impaired financial assets and (b) financial assets that have subsequently become credit-impaired,
wherz, in both cases, the EIR is applied to the amortizad cost of the financial asset. Losses arising
from impairment are rzcognized in “Provision for bad debts” in the parent company statements of
comprehensive income.

As at December 31, 2019, the Parent Company has financial assets at amortized cost consisting of
cash and cash equivalents, trade and other receivables and due from relatzd parties (see Notes 3, 6
and 7).

Financial Assets at FVPL. Financial assets at FVPL are measured at FVPL unless these are
measurad at amortized cost or at FVOCL Included in this classification are 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 FVOCT criteria, the Parent Company
may choose at initial rzcognition to designate the financial asset at FVPL if doing so eliminates ot
significantly reduces a measursment or rzcognition inconsistzncy (an accounting mismatch) that
would otherwise arise from measuring financial assets ona diffzrent basis.

Trading gains or losses arz calculatad based on the rasults arising from trading activities of the
Parsnt 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, 2019, the Parant Company does not have equity instruments at FVPL.

Financial Assets at FVOCL A financial asset is measurad at FVOCTif (a) it is held within a business
model for which the objective is achieved by both collecting contractual cash flows and selling
financial assets and (b) its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and intzrest on the principal amount outstanding. These financial assets are
initially recognized at fair value plus directly attributable transaction costs and subsequently
measurad at fair value. Gains and losses arising from changes in fair value are included in other
comprehensive income within a separatz component of equity. [mpairment losses or raversals,
interest income and foreign exchange gains and losses arz racognized in profit and loss uatil the
financial asset is derscognizad. Upon derzcognition, the cumulative gain or loss previously
recognizad in other comprzhensive 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 derscognition if the financial
asset had been measurad at amortized cost. [mpairment is measursd based on the expected cradit
loss (ECL) model.

The Parent Company may also maks an irrsvocable election to measurs at FVOCI on inital
recognition investments in equity instruments that are neither held for trading nor contingent
consideration recognized in a business combination in accordance with PFRS 3. Amounts
recognized in OCT are not subsequently transfzrred to profit or loss. However, the Parent Company
may transfer the cumulative Uliﬂ or loss within equity. Dividends on such investments are
recognized in profit or loss, unless the dividend clearly represents a recovery of part of the cost of
the investment.

Dividends are recognized in profit or loss only when:

« the Parent Company’s right to receive payment of the dividend is established,

= it is probable that the economic benefits associated with the dividend will flow to the Parent
Company; and,

« the amount of the dividend can be measured reliably

As at December 31, 2019, the Parent Company’s financial assets at FVOCI includes proprictary
golf club shares recorded as part of “Other noncurrent assets” (see Notes 13 and 22

(T
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Classification of Financial Liabilities. Financial liabilities are measurad at amortized cost, except

Llect

tor the tollowing:

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

* Financial liabilities that arise when a transfer of a financial asset does not qualify for
derzcognition or when the Parant Company ratains continuing involvement;

Financial guarantee contracts;

»  Commitments to provide a loan at a below-market interest rate: and,

*  Contingent consideration recognized by an acquirer in accordance with PFRS 3.

A financial liability may be designated at fair value through profit or loss if it eliminates or

significantly raduces a measurement or recognition inconsistancy (an accounting mismatch) or:

*  {fa host contract contains one or mors embedded derivatives; or,

*  {fa group of financial liabilities or financial assets and liabilities is managed and its performance
evaluatad on a fair value basis in accordance with a documentad risk management ot investment
strategy.

Whers a financial liability is designated at FVPL, the movement in fair value attributable to changes
n the Parent Company's own credit quality is calculated by determining the changes in cradit
spreads abovs observable market intersst rates and is prasented separately in other comprzhensive
income.

The Parsnt Company’s financial liabilities include trade and other payables and due to rslated parties
(see Notes 3 and 1[4).

[mpairment of Financial Assets
The Parsnt Company uses the single, forward-looking “expected loss” impairment model and

5
recognizes ECL for the following financial assets that are not measured at FVPL:

¢ Debt instruments that are measured at amortized cost and FVOCI;
*»  [pan commitments; and,
*  Financial guarantee contracts

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

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

* 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 three stagss based on the change in credit quality
since initial recognition:

«  Stage |: 12-month ECL. For credit exposures where there have not been significant increases
in credit risk since initial recognition and that are 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 are recognized.

(AR
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tage 2: Lifetime ECL - not credit-impairzd.  For cradit exposurss where thers have been

significant increases in cradit risk since initial recognition on an individual or collzctive basis

but are not credit-impairad, [neumh ECLs rzprasenting the ECLs that result from ali possible
default events over the expectad lifz of the financial asset ars recognized.

-
(/4

»  Stage 3: Lifetime ECL - cradit-impaired. Financial assets are credit-impairzd when one or mors
avents that have 2 detrimental impact on the sstimatad future cash flows of those financial assets
have occurrad. For these cradit exposurss, lifetime ECLs are recognized and intersst revenue
is calculated by applying the cradit-adjusted =ffctive intersst rate to the amortized cost of the
financial asse

Loss allowances ars racognized based on 12-month ECL for debt investment sscurities that are
assessed to have low cradit risk at the reporting date. A financial asset {5 considersd to have low
redit risk if:

* the financial instrument has a low risk of default;

*  the borrowsr has a strong capacity to mest its contractual cash flow oblizations in the near term
o,

« adverse changes in ecoromic and business conditions in the longer term may, but will not
necessarily, raduce the ability of the borrower to fulfil its contractual cash flow obligations.

The Parsnt Company considers a debt investment security to have low credit risk When its cradit
risk rating is equivalent to the globally understood definition of ‘investment grade’, or when the
exposure is less than 30 days past due.

Determination of the Stage for Impairment. At each reporting date, the Parent Company assesses
whether there has been a significant incrsase in credit risk for financial assets since initial
racognition by comparing the risk of default occurring over the expected life between the reporting
date and the date of initial recognition. The Parsnt Company considers rsasonable and supportable
information that is rzlevant 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 deteriorates. If, in a subsequent
period, asset quality improves and also reverses any previously assessed significant increase in
credit risk since origination, then the loss allowance measursment reverts from lifetime ECL to 12-
month ECL.

Simplified Approach. The simplified approach, where changss in credit risk arz not tracked and loss
allowances ars measursd at amounts equal to lifstime ECL, is applied to ‘Trade and other
receivables’. The Parent Company has established a provision matrix for commercial and industrial
business segments that is based on historical cradit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

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

TR
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Offsetting Financial [nstrumen:s

Financial assets and financial liabilities ars offset and the net amount reportad in the statement of
financial position if, and ouly if, the Parant Company has a legally enforceable right to offset the
racognized amounts and therz is an intzntion to settle on a net basis, or to rzalize the asset and settle
the liability simultaneously. The Parent Company assesses that it has a currently enforceable night
of offset if the right is not contingznt on a futurz event, and is legally enforceable in the normal

course of business, evant of default, and svent of insolvency or bankruptcy of the Parsnt Company
and all of the counterparties.

Derz=coeanition of Financial Assats and Liabilities

Financial Assets. A financial asset (or, whers applicable, a part of a financial asset or part of a group
of similar financial assets) is derscognizad whers:

* the rights to receive cash flows from the asset have expired;

« the Parsnt Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a "pass-through’
arrangement; or,

* the Parsnt Company has transfarrad its rights to raceive cash flows trom the asset and either (a)
has transfzrrad substantially all the risks and rawards of the asset, or (b) has neither transferrsd
nor retained substantially all the risks and rewards of the asset but has transfzrred control of the

a3ser

Financial Liabilities. A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or has expired.

Fair Value Mzasursment

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

* [n the principal markat for the asset or liability; or,
« [n the absence of a principal market, in the most advantageous market for the asset or liability..

The principal or the most advantageous markat 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
best interest.

A fair 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 use or by selling it to another
market participant that would use the asset in its highest and best use.

The Parent Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.
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All assers and liabilitiss for which fair value is measurad or disclosed in the financial statements ars
"u::\ron’zad within the fair value hierarchy, described as follows, based on the lowsst level inpu
that is significant to the fair value measursment as a whole:

| - Quoted (unadjustad) markat prices in active markats for identical assets or liabilities;

2 - Valuation techniques for which the lowest level inpur that is significant to the fair
value measurament is directly or indirsctly observable; and,

*  Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measursment is unobservable.

For assets and liabilities that ars recognizad in the parent company statzments of financial position

on a rzcurring basis, the Parent Company determines whether transfers have occurred between
evels in the hierarchy by rz-assessing catagorization (based on the lowsst 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 Parant Company has determined classes of assets and

liabilities on the basis of the naturs, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained above.

Materials and Supplies

Matenam and supplies, which consist of sparz parts, fuel and consumables used in the operation,
repairs and maintenance of the property, plant and °q1 lipment, are stated at the lower of cost and net
rzalizablz 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, if applicable. When VAT
from sales of goods and or services (output VAT) exceeds 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 r\_Logmzed as an asset in the statement of
financial position to the extent of the recoverable amount.

Noncurrent Assets Hzld 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 3 le 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 less 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 dirzctly associated with noncurrent asset held for sale arz
classified and presented separately.

The criteria for held for sale classification is regarded as met 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 indicate that it is unlikely that significant changes to the sale
will be made or that the decision 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 year from the date of ths
classification.

Property, plant and equipment and intangible assets are not depreciated or amortized once classified
as held for sale.
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[nvastments in - s;ocia“:s and Subsidiaries
The Parent Company’'s invasiments in Jaaocum and subsidiaries ars accounted for at cost less any

impairment loss, in accordance with PAS 27, Separate Financial Statemenis. An associate i an
aniity in which the Parsnt Compam has significant influence a d which is neither a subsidiarg; nor
a joint venturs, A subsidiary is an entity that is controlled by the Parent Company

Propertv. Plant and Equipment
Property, plant and equipment are statzd at cost, excluding the costs of day-to-day servicing, less
accumulatad depreciation and any allowance for impairment losses

The initial cost of property, plant and squipment Lomp ses its purchase prics, including impor:
duties and non- r=tundaole purchase taxss, after deducting trade discounts and rebates and any
directly attributable cost of bringing the asset to its working condi"on and location for its intended
use. Such cost includes the cost of rzplacing part of such property, plant and equipment and
borrowing costs for long term construction projects when the recognition criteria are met. Costalso

includes asset rstirement obligation specifically for property, plant and equipmen:
installed constructed on the leased properties.

Expenditures incurred after the property, plant and equipment have been put into operations, such
as r=oair3 and maintenance, are normally chargad to income in the period when the costs arz
incurrsd. In siruations where it can be clearly demonstrated that the expenditures have resulted in
an increase in the future economic benefits expectad to be obtained from the use of an item of
property, plant and equipment beyond its originally assessed standard of performance, the
expenditurss ars 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. Ifitis 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 part was at the time it was acquired ot
constructad. When each major inspection is performed, its cost is recognized in the can’vim amount
of the item of property, plant and equipment as a replacement if the recognition criteria are satisfied.

Depraciation of property, plant and squipment commences once the assets arz available for use and
is computed on a straight-line basis over the estimated useful lives of the assets or lease term.

whichever is shortar, as follows:

Category No. of Years
Buildings, plant machinery and equipment 2-15
Motor vehicles 2-12
Furniture and office equipment 2-12
Partitions and air conditioners 2-12

2-3

Right-of-use assats

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

When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation
and any allowance for impairment losses are removed from the accounts and any resulting gain or
loss is credited to or charged to current operations.
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Construction in progrzss (CIP) reprasents assets under construction and is stated at cost. This
includes cost of construction, squipment and other direct costs. CIP is not uapr:u;m' until such

stofc
time as the rzlevant assets ars completed and available for operational use.

Effactiva January 1, 2019, it is the Parsnt Company’s policy to classidy right-of-use assets as part
of property and equipment. Prior to that date, al! of the Parsnt Company’s leases ar2 accountad
for as operating l2ases in accordance with PAS 17, henee, not recorded on the stacement of
financial position. The Parsnt Company racognizes right-of-use assets at the commencement date
of the lease (i.2., the date the underlying asset is av ailable for use). Right-of-use assets ars initially
measurad at cost, less any accumulated deprzciation and impairment losses, and adjusted for any
remeasurament of lease liabilities. The initial cost of right-of-use assets includes the amount of
lease liabilities recognizad, initial dirsct costs incurrsd, lease payments made at or before the
commercament datz less any ease incentives rzceived and estimatz of costs to be incurrzd by the
lesse2 in dismantling and ramoving the underlying asset, restoring the siz2 on which it is located or
rastoring the underlying asset to the condition requirsd by the terms and conditions of the lease,
unless those costs are incurrzad to produce invenrories.

Unless the Parant Company is rzasonably certain to obtain ownership of the leased asset at the end
of the lease term, the recognized right-of-use assets ars depreciated on a straight-line basis over
the shorter of their estimatad useful lifs and lease term. Right-of-use assets are subject to
impairment

[mpairment of Nonfinancial Assets
The Parent Company assesses at each reporting datz whether thers is an indication that an ass tmay
be impaired. If any such indication exists, or when annual impairment testing for an asse
raquirsd, the Parent Company maksas an estimate of the asset’s recoverable amount. An asset’s
rzcoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell
and its value in use and is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or group of assets. Where the
carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and is
Written down to its recoverable amount. [n assessing value in use, the estimated future cash flows
2 discountad to their present value using a pr\,—ta.t discount rats that reflects current markat
assessments of the time value of money and the risks specific to the asset. [mpairment losses of
continuing operations are recognized in the parsnt company statement of compruhcnawe income in
those expense catsgories consistznt with the function of the impaired asse

An assessment is made at each reporting date as to whether there is any indication that praviously
recognized impairment losses may no longer exist or may have decreased. If such indication exists,
the recoverable amount is estimated. A previously recognizad 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. Ifthat is the case, 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 racognized for the asset in prior years. Such reversal is recognized in the parent company
statzment of comprehensive income unless the asset is carried at revalued amount, in which case the
reversal {s 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.

(NI




=4

Equity
Capital Stock. Capital stock is racognized at par value for all issued shares.

Additional Paid-in Capital. Considerations rsceived in excess of par value are recognizad as
additional paid-in capital. net of incremental costs that arz dirzetly attributable of the issuance of

ew sharss.

=3

Treasury Shares. These own equity instruments which ars rsacquired are rzcognizad at cost and
deductad from equity. No gain or loss is recognized in the parsnt company statement of
comprzhensive income on the purchase, sale, issue or cancellation of the Parent Company’'s own
2quity instruments.

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

Revenue Recognition

Prior to the adoption of PFRS 13, revenue is recognizad to the extent that it is probable that the
sconomic benefits associated with the transaction will flow to the Parent Company and the amount
of revenue can be reliably measured under PAS 18, Revenue is measursd at the fair value of the
consideration raceived, excluding discounts, rebates, sales taxes or duty.

Upon adoption of PFRS 13 effzctive January L, 2018, revenue from contracts with customers is
rzcognized when control of the goods or services are transferred to the customer at an amount that
raflects the consideration to which the Parent Company expects to be entitled in exchange for those
zoods or services, excluding amounts collected on behalf of third parties.

Revenue is recognized when the Parent Company satisfies a performance obligation by transferring
a promised good or service to the customer, which is when the customer obtains control of the good
or service. A performance obligation may be satisfied 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 concluded that it is the principal in its revenue arrangements because it
controls the goods or services befors these goods or services are transferred to the customer. The
following specific recognition criteria must also be met before revenue is recognized:

Operating Fees

Revenue consists of: (i) fees received from National Grid Corporation of the Philippines for
endering ancillary services; and (ii) energy fees for electricity sold to the Wholesale Electricity
Spot Market (WESM).

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

Under PFRS 13, the Parent Company has concluded that revenue should be recognized over time
since the customer simultaneously receives and consumes the benefit as the seller 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 are not distinct within the
context of the contract as the buyer cannot benefit from the contracted capacity alone without the
corresponding energy and the buyer cannot obtain energy without contracting a capacity. The
combined performance obligation qualifies as a series of distinct goods or services that are
substantially the same and have the same pattern of transfer. In contracts with fixed capacity
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payments which arz determined at contract inception, the fixed capacity payments for the entirz
contract period i3 detsrmined at day | and is recognized over time.

Some contracts with customers provide unspecified quantity of zne rzw and includes provisional
Energy Regulatory Commission (ERC) rates. Under PFRS 13, the variable consideration is
astimatad at contract inception and constrained until the associated uncartainty is subsequently
rasolved. The application of constraint on variable consideration rssulted in the same revenue
recognition under PAS 13.

[nterest [ncome. [nterast income is racognizad as intersst accrues taking into account the etfzctive
vield of the asset.

Dividend [ncome. Dividend income from investments in associates and subsidiaries is recognizad
when the Parsnt Company's right to rzceive payment is established.
5 earned when tHc rzlatad services or performanc

Orher [ncome. Other income i3 racogy ized 2a
1l [3 and PFRS |

obligations ars rendered or satisiled under

Cost and Expense Recognition
Cost and expenses ars rzcognized in the parsnt company statement of compreaensive income when
incurrsd.

Borrowing Costs
Borrowing costs arz capitalizad if they ars directly atributable to the acquisition or construction of
a qualifying asset, specifically major capital projects; otherwise they are racognizad as an expense.

Capitalization of borrowing costs commences when the activities to prepars the assetars in progress
and expenditurss and borrowing costs are being incurrsd. Borrowing costs ars capitalized until the

assets are substantially ready for their intended use. If the carrying amount of the asset exceeds its
recoverable amount, an impairment loss is recorded.

Leases (prior to adoption of PFRS 16)

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

a. therz is a change in contractual terms, other than a renewal or extansion of the arrangement;
b. arenewal option is exercised or extension granted, unless that tarm of the rznewal or extension

was initially included in the lease term;
c. there is a change in the determination of whether fulfilment is dependent on a specific asset; or

d. theres is a substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gives rise to the reassessment for scenarios (a), (¢) or {d) above, and at the
date of renewal or extension period for scenario (b).
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Leases whers the lessor ratains substantially all the risks and benetits of ownership of the assets are
classified as operating leases. Operating lease payments on non-cancellable leases are directly
charged against current operations on a siraight-line basis over the l2ase term. Operating lease

LSV

paymen:s on cancellable leases ars dirsctly chargsd against current operations based on the terms

of the l=ase.

Lzases (upon adoption of PFRS 16)

The Parent Company assesses at contract inception whether a contract is, or contains, a lease. That
is, if the contract convays the right to control the use of an identified asset for a period of time in

axchange for consideration.

Parent Company as a lessee. The Parent Company applies a single recognition and measursment
approach for all leases, except for short-term leases and leases of low-value assets. The Parent
Company racognizes lease liabilities to maks lease payments and right-of-use assets representing
the right to use the underlying assats.

Lease lighilities. At the commencement datz of the lease, the Parsnt Company rscognizss lease
liabilities measurad at the present value of lease payments to be made over the lease term. The lease
payments include fixed payments (including in substance fixsd payments) less any lease incentives
raceivable, variable lease payments that depend on an index or a rate, and amounts expectad to be
paid under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Parsnt Company and payments of
penalties for terminating the lease, if the lease term reflects the Company exarcising the option to
terminate. Variable [ease payments that do not depend on an index or a rate ars rscognized as
axpenses (unless they are incurrad to produce inventories) in the period in which the event or
condition that triggers the payment occurs.

[n calculating the present value of lease payments, the Parent Company uses it3 incremental
borrowing rate at the lease commencement date because the interest rate implicit in the lease is not
2adily determinable. After the commencement date, the amount of lease liabilities is incrzased to
reflect the accration of intarest and reduced for the lease payments made. [n addition, the carrying
amount of lease liabilities is remeasured if therz is a modification, a change in the lease term, a
change in the lease payments (2.g., changes to future payments resulting from a change in an index
or rate used to determine such lease payments) or a change in the assessment of an option to purchase
the underlying asset.

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 method considers each period of service as giving rise to an additional unit of benefit
entitlement and measures each unit separately to build up the final obligation.

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

contributions to the plan.
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Defined benefit costs comprise the tollowing:

v Natintarast on the net detined be

«  Rameasursments of net defined benet

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements ars racognizad as expense in the parsnt company-statement of comprehensive
income. Past service costs ars racognized when plan amendment or curtailment occurs. These
amounts arz calculated periodically by independent qualified actuaries.

Net intersst 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 net defined benefit liability or asset. Net intarast
on the net defined benefit liability is recognized as expense or income in the parsnt company
statzment of comprzhensive income.

Remeasursments comprising actuarial gains and losses, return on plan assets and any change in the
affect of the asset ceiling (excluding net intersst on defined benefit liability) ars recognized
immediataly in other compreshensive income in the period in which they arise. Remeasurements are
not rzclassified to parsnt company statement of comprzhensive income in subsequent periods.

Plan assets are assets that ars held by a long-term employze benefit fund or qualifying insurance
policies. Plan assets arz not available to the craditors of the Parent Company, nor can they be paid
directly to the Parent Company. Fair value of plan assets is based on market price information.
When no markeat price is available, the fair value of plan assets is estimated by discounting expected
future cash flows using a discount rats that reflects both the risk associated with the plan assets and
the maturity or expected disposal date of those assats (or, if they have no maturity, the sxpected
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 measursment of the resulting defined
benefit asset is limited to the prasent value of economic benefits available in the form of refunds
from the plan or reductions in futurs contributions to the plan.

[ncome Tax

Current Income Tax. Current income tax assets and liabilities for the current and prior periods ars
measurad at the amount expectad to be recoveraed from or paid to the taxation authorities. The tax
rates and tax laws used to compute the amount are those that are enacted or substantively cnacted
as at the reporting date.

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

Deferred income tax liabilities are recognizad for all taxable temporary differences, except:

»  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, where the timing of the reversal of the temporary differences can be controlled and
it is probable that the temporary differences will not reverse in the foreseeable future.
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Defzrrad income tax assets arz rzcognizad for all deductible temporary ditfzrences
it is probable that raxable profit will be available against which the deductible temporary differsnces

can be utilized except:

*  where the deferrad income tax asset rzlating to the deductible temporary differsnce arises from
the initial racognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affzcts neither the accounting profit nor taxable profit or loss:
and,

*  in respect of deductible temporary differsnces associated with investments in subsidiaries and
associates. Defrrad income tax assets are rzcognized only to the axtent that it is probable that
the temporary diffsrences will raverse in the forsseeable futurs and taxable profit will be
available against which the temporary differences can be utilized.

The carrying amount of deferrad income tax assets is reviewed at each reporting date and reduced
1o 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 utilizad.

Defarrad income tax assets and liabilities arz measursd at the tax rates that are expected to apply to
the period when the asset is rzalized or the liability is settled, based on tax rates (and tax laws) that
havz been enacted or substantively enactad as at the reporting dat2.

Defarred income tax assets and liabilities are offset, if a legally enforceable right exists to set off
currsnt income tax assets against currsnt income tax liabilities and the deferrad income taxes relate
to the same taxable entity and the same taxation authority.

The Parent Company rzcords uncertain tax positions on the basis of a two-step process whersby the
Parent Company determines whether it is more likely than not that the tax positions will be sustained
based on technical merits of the position, and for those tax positions that mest the more likely than
not critaria, the Parent Company recognizes the largest amount of tax benefit that is greater than
50% likely to be realized upon ultimate settlement with rzlated tax authority. The Parent Comparny
racords interest and penalties on uncertain tax positions in “Income tax expense (benefit)” account
in the parsnt company statament of comprehensive income.

Related Party Transactions
Transactions with related parties are accounted for based on the nature and substance of the

agreement, and financial effzcts ars included in the appropriate asset, liability, income and expense
accounts.

Provisions

Provisions 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 settle the obligation, and a reliable estimate can be made of the amount of the
obligation. Where the Parent Company expects some 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. If the effect of the time value of money is material,
provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current markat assessment of the time value of money and, where appropriate, the risks specific to
the liability. Where discounting is used, the increase in the provision due to the passage of time is
recognized as interest expense.
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Foraign Curranev-Denominatad Transactions

The Parsar Company's financial stataments are presentad in Philippine Peso, the Parent Company
functional currency. Transactions in forsign currencies ars initially recorded in the t“.‘m,\,;ondl
currancy rate pravailing at the datz ot the transaction.

Monetary assets and liabilities denominated in forsign currsncies are rastatad at the functioral
currency rate of exchange ruling at the reporting date. All differences ars dirsctly charged against
ot craditad to currsnt operations.

Nonmonetary items that are measursd in terms of historical cost in a forzign currsncy are translated
using the exchange rates as at the dates of the initial transactions. Nonmonetary items measurzd at
fair value in a forsign currency ars translated using the sxchange rates at the date when the fair value
was detarmined.

Earnings per Share
Basic carnings per common share is determined by dmdlng net income by the weighted averazs
number of common sharss outstanding, aftar ratroactive adjustment for any stock dividend and stock

splits declared during the year,

Dilutzd earnings per common sharz is calculated by dividing the net income for the year attributable
to the ordinary equity holders of the Parsnt Company by the weighted average number of common
shares outstanding during the year plus the weightad average number of ordinary shares that would
be issued for any outstanding common stock equivalents.

Segment 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, 2019 and 2018. No
operating segments have been aggregated to form the Parent Company’s single operating segment.
Management monitors the operating resules of its business units separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated
asad on operating profit or loss and is measurad consistently with operating profit or loss in the
parent company financial statements.

Contingzncies

Contingent liabilities are not recognized in the Parent Company financial statzments. These arz
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are likewise not recognized in the parent company financial statements but are
disclosed when an inflow of economic benefits 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 events) are reflected 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 statements when material.
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Significant Accounting Judgments and Estimates

The Parent Company's financial statements, praparsd in compliance with PFRSs. rzquirz the Parene
Company to maks judgments and estimates that affect amounts rzported in the parsnt company
financial statzments and related notes. [n preparing these financial statements, the Parent Company
made its best judgments and estimates of certain amounts, giving due consideration to materiality.
The Parent Company belizvas that the following represent a summary of these significant
accounting judgments and estimates and the related impact and associated risks in the parsnt
company financial statements.

Judgments

s
ln the process of applving the Parant Company's accounting policies, management has made
o4 = P 2 =
t affan

judgments, apart from those involving estimations, which have the most significant effsct on the
amounts recognizad in the pareat company financial statements.

Revenue Recognition. The Parsnt Company rzcognizes revenue when it satisfies an identified
performance obligation by transfarring a promised good or service to a customer. A good ot service
is considerad to be transfarrad when the customer obtains control. The Parent Company determines,
at contract inception, whether it will transfar control of a promised good or service over time. [f the
Parant Company does not satisfy a performance obligation over time, the performance obligation i3
satistied at a point in time.

The Parsnt Company's ravenue from powsr generation is to be recognized over time since
customers simultaneously racaive and consume the benefits as the Parent Company supplies power.
Significant judgments in revenue recognition under PERS 15 (effective January [, 2018) ars as
follows:

«  [dentifyving Performance Obligations. The Parent Company identities performance obligations
by considering whether the promised goods or services in thae contract are distinct goods or
services. A good or service is distinct 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 separataly
identifiable 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 transferred over time and ii) the same method of progress will be used
(i.2., units of delivery) to measure the entity’s progress towards complete satisfaction of the
performance obligation.

For power generation and ancillary services where capacity and energy dispatched are
separately 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 benefit from
the contracted capacity alone without the corresponding energy and the buyer cannot obtain
energy without contracting a capacity.

The combined performance obligation qualifies as a series of distinct goods or services that are
substantially the same and have the same pattern of transfer since the delivery of energy every
month are distinct services which are all recognized over time and have the same measure of
progress.
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wtifving Methods for Measuring Progress of Revenue Recognized Over Time. The Parsnt
Company determines the appropriate method of measuring progress which is either through the
use of input or output methods. Iaput method rscognizes revenue on the basts of the entity’s
atforts or inputs to the satisfaction of a performance obligation while output method rscognizss
ravanue on the basis of diract measursments of the value to the customer of the goods or services
transterred to datz.

For power generation and ancillary services, the Parsant Company determined that the output
method is the best method in measuring prograss since actual electricity is supplied to
customers. The Parsnt Company recognizes ravenue based on:

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

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

Determining Method to Estimate Variable Consideration and Assessing the Constraini, The
Parznt Company includes some or all the amounts of variable consideration estimated but only
to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue racognized will not occur when the uncertainty associated with the variable
consideration is subsequently 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 ouside
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 considered.

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

Befors including any amount of variable consideration in the transaction price, the Parent
Company considers whether the amount of variable consideration is constrained. The Parent
Company determined that the estimates of variable consideration are to be fully constrained
based on its historical experience (i.c., prompt payment discounts), the range of possible
outcomes (i.e., unspecified quantity 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 to a specific part of the contract. For power generation, power and ancillary services
revenue streams which are considered as series of distinct goods or services that are 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 moathly billing of the Parent
Company.
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dssessment of Classification of Noncurrent Asser Held for Sale. On May 23, 2013, the BOD
announced its decision to sell the LBGT and was consequently classitied as a disposal group held
for sale. As of December 31, 2013, the Parent Company is actively searching for potential buyers
of the disposal group. The Parznt Company considerad the disposal group to meet the critaria to be
classified as held for sale as of December 31, 2013 for the following rzason

v

*  The disposal group is available for immediate sale and can be sold to the buyer in i3 currsnt
condition.

*  The actions to complete the sale werz initiated and expected to be completed within one year
from the date of initial classification.

«  Therz is an active plan to locate potential buyers.

Assessment of Control Over SECI Control is presumed to exist when the Parsnt Company is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability
to affact those returns through its power over the investee. On the other hand, significant influence
i3 the power to participate in the firancial and operating policy decisions of the investae but is not
control or joint control of those policies. Management has determined that the Parent Company has
the ability to control the operating and financial activities of SECI by virtue of an agreement. The
other stockholder (an individual stockholder owning 60% of the outstanding capital stock of SECI
and also a major stockholder of the Parsnt Company) delegates and entrusts all the decisions in the
operational and finance functions of SECT to the Parsnt Company who owns 40% of the outstanding
capital stock of SECL

Estimates and Assumptions

Estimating Expected Credit Losses on Trade and Other Receivables and Due from Related Parties
using Simplified Approach. The Parent Company uses the provision matrix to calculate ECLs for
these receivables. The Parent Company calculates provision rates based on days past due for a

group of various customer or debtor segments that have similar loss patterns (L.e., customer type).

The provision matrix is initially based on the Parent Company’s historical observed loss rates. The
Parant Company will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. For instance, if forscast economic conditions (i.e., inflation rates) are expected
to increase over the next year which can lead to an increased number of defaults, the historical loss
rates are adjusted. At every reporting date, the historical observed loss rates are updated and changes
in the forward-looking estimates are analyzed.

3
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The assessment of the correlation between historical observed loss rates, forscast economic
conditions and ECLs 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 credit loss experience and forecast of economic
conditions may also not be representative of customer’s actual default in the future.

The Parent Company incorporates forward-looking information into both its assessment of whether
the cradit risk of an instrument has increased significantly since its initial recognition and its

measurzament of ECL.

coa

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-economic variables and credit risk and credit losses.
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Pradictad ralationship berwesn the kev indicators and default and loss 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 forzcasts of futurs sconomic conditions arz reviewsd

L

regularly.

The Parsnt Company has not identified any uncertain event that it has assessed to be relevant to the
cisk of default occurring but where it is not able to estimate the impact on ECL due to lack of
rzasonable and supportable information.

An increzase in the Parent Company's allowance for expected cradit losses of trade and other
racaivables and due from related parties will incrsase the Parsnt Company’s recorded expenses and
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decraase current assets. As of December 31, 2019 and 2013, allowance for expected cradit losses
amountad to B4.0 million and B3.8 million, raspectively (see Notas 5 and 7). These receivables, net

of allowance for expected credit losses, amounted to B75.6 million and B411.53 million as of
December 31, 2019 and 2018, respectively (see Note 7).

Estimating Allowance for Materials and Supplies Losses. The Parent Company provides allowance
for losses relatad to materials and supplies whenever the value of these materials and supplies
hecomes lower than cost due to damage. physical deterioration or obsolescence. The amounts and
timing of the recorded expenses for any period would differ if the Parent Company made different
judgments or utilized different estimates. An incrzase in allowance for losses would increase
recorded expenses and decrzase current assets.

No allowance for losses is racorded as of December 31, 2019 and 2018 (see Note 8). The carrying
value of the materials and supplies amounted to B33.0 million and P36.5 million as of
Decamber 31, 2019 and 2018, respectively (see Notz 8).

Estimating Useful Lives of Property, Plant and Equipment. The Parent Company estimates the
usetul lives of property, plant and equipment based on the period over which the assets are expected
to be available for use or lease term, whichever is shorter. The estimated useful lives of property,
plant and equipment are raviewed periodically and ars 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. In addition, the estimation of the useful lives of property, plant and
equipment is based on collective assessment of internal technical evaluation and experience with
similar assets. Howaver, it is possible that future results of operations could be materially affected
by changes in estimatas 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
circumstances.

The Parent Company recognized depreciation expense amounting to 33.9 million, B12.4 million
and B1.2 million in 2019, 2018 and 2017, respectively (see Note 19). As of December 31, 2019 and
2018, the aggregate net book values of property, plant and equipment subjected to depreciation

amounted to P449.5 million and P396.6 million, respectively (see Note 12).

Estimating Impairment of Property, Plant and Equipment. Property, plant and equipment are
raviewed 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 expected
historical or projected future operating results, significant changes in the manner of use of the
acquired assets, or significant negative industry or economic trends are considered by the Parent
Company in assessing whether there is an indication that an asset’s carrying amount may exceed its
recoverable amount.
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The Parznt Company rzcognized impairment loss amounting to B{4.3 million in 2013 and nil in
2019 and 2017 (522 Notas 12 and 17). As of December 31, 2019 and 2013, the aggregate net book
values of property. plant and equipment amounted to B449.3 million and B+1L.53 mullon,

raspectivaly (see Note [2).

Estimating [mpairment of [nvestments in Associates and [nvestments in Subsidiaries The Parent
Company assesses whether thers arz any indicators of impairment on investments in associates and
subsidiaries at each reporting date. Investments in associates and subsidiaries are tested for
impairment whenevar events or changss in circumstances indicate that the carrying amount of the
asset may not be recoverable. The recoverable amount of investments in associates and investments
subsidiaries is 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 net assets of the associate or subsidiary. The
carrying amounts of investments in associatss as of December 31, 2019 and 2018 amounted to
R2.352.3 million (see Note 10). The carrying amounts of investments in subsidiaries as of
December 31, 2019 and 2018 amountzd to B341.2 million (see Notz 11). Based on management’s
assessment, the Parent Company’s investments in associates and investments in subsidiaries are
fairly stated, thus no impairment loss was recognized in 2019, 2018 and 2017.

Estimating Realizability of Deferred [ncome Tax Assets. The Parsnt Company reviews the carrying
amounts of deferrad income tax assets at 2ach reporting date and reduces 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 deferrad income tax assets to be utilized. However, thers is no assurance that the
Parsnt Company will utilize all or part of the deferred income tax assets. The Parent Company’s
assessment on the recognition of deferrad income tax assats on deductible temporary differences is
based upon the likzly timing and level of future taxable profits determined from the tax planning
strategies of the Parent Company. The Parzsnt Company has no deferred income tax assets as of
December 31, 2019 and 2018, (see Note 20),

Determining Fair Value of Financial Assets and Financial Liabilities. PFRS requires that certain
financial assets and liabilities be carried at fair value, which requires extensive use of accounting
estimates and judgment. While significant components of fair value measurement were determined
using verifiable objective evidence (i.e., forsign exchange rates, intersst 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 value of these financial assets and liabilities would affect the
parent company statement of comprehensive income and the parent company statements of changes
in equity.

Fair value of financial assets as of December 31, 2019 and 2018 amounted to £2,826.8 million and
£2,619.2 million, respectively. Fair value of financial liabilities as of December 31,2019 and 20183
amounted to £77.4 million and B46.6 million, respectively.

Related Party Transactions

Parties are considerad to be related if one party has the ability, directly or indirectly, to control the
other party in making financial and operating decisions or the parties are subject to common control
or common significant influence.

On November 23, 2019, the BOD approved and adopted its revised policy on material related party
fransactions in compliance with the Philippine SEC Memorandum Circular No. 10, Series of 2019,
or the Rules on Material Related Party Transactions for Publicly-Listed Companies.
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The policy covers related party ransactions that meet the materiality thrashold of 10% of the Parent
Company's toral assets. [t defines the processes, controls and safeguards for the proper handling,
including review, approval and disclosure, of such related party transactions in accordancs with
applicablz laws and rzgulations.

The Parent Company, in the normal course of business, has significant transactions with related
parties which principally consist of the following:

«  Managzement services randersd to SPC Island Power Corporation (SIPC) whers management
fee 2arned by the Parsat Company amounted to B0.4 million in 2019, 2013 and 2017 is included
as part of “Others - net” in the parent company statements of comprehensive income.

v [n 2019, the Parant Company sold some items from its noncurrent asset held for sale to SIPC
for B6.2 million including hauling costs incurred by the Parent Company.

«  Exctension of nonintersst-bearing advances to SIPC for working capital requirsments and
rzceivables relating to the purchase of materials and supplies made by the Parent Company on
behalf of SIPC. Outstanding receivables related to these transactions amountsd to
2.1 million and B351.4 million as of December 31, 2019 and 2018, raspectively.

«  Extension of nonintzrast-bearing advances to Bohol Light Company, Inc. (BLCI) for working
capital requirements. Outstanding advances amounted to 0.6 million and B0.2 million as of
December 31, 2019 and 2018, raspectively.

*  Cashdividends samed from subsidiaries, SIPC, BLCI, SPC Electric Company, [nc.(SECI), SPC
Malaya Power Corporation (SMPC), and SPC Light Company, Inc. (SLCD) amounted to
P364.6 million, P337.6 million and B726.4 million in 2019, 2018 and 2017, respectively
(see Notz 1 1).

*  Rendering of management and other services to Mactan Electric Company, Inc. (MECO), an
associate, amounting to 2123.6 million, 2120.0 million and 2100.0 million in 2019, 2013 and
2017, respectively, are recorded as “Service income™ in the parent company statements of
comprehensive income.

» Extension of short-term, noninterest-bearing advances to KEPCO SPC Power Corporation
(KEPCO SPC), an associate, for the development of the 2x100 MW Circulating Fluidized Bed
Combustion (CFBC) Boiler Coal-Fired Power Plant in Naga, Cebu. Outstanding advances to
KEPCO SPC amountzad to B0.7 million as of December 31,2019 and 2018.

« (Cash dividends received from associates (KEPCO SPC and MECO) amountsd to
P|.412.0 million, B1,409.8 million and B1,028.3 million in 2019, 2018 and 2017, respectively
(see Note 10).

« Rentals on office spaces from SPEC Properties, Inc. (SPEC) and SII Properties Development
Corporation (SPDC) with lease terms ranging from 2 to 3 years amounted to £4.3 million,
B4.0 million and B3.9 million in 2019, 2018 and 2017, respectively. Upon adoption of PFRS
16, lease liabilities were recognized on the unpaid rentals until the end of lease term for these

office spaces.

»  Extension/availment of noninterest-bearing advances to/from related parties for working capital
requirements.
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The results of these transactions ars presentad in the appropriate accounts in the parsnt company
financial statements. The amounts of due from due to related parties and trade and other recet
Fa 11 P
follow:
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Outstanding
Balance -
Receivable
Category Transaction (Pavable) Tarms Conditions
Subsidiaries
Vlanagement services:
SIPC* B410,714 = od-day: Unsecured,
noninterest-bearing no impairment
Sale of LBGT ( see Nore 7)* 6,192,074 6.192,074  Due and demandabie Unsecurad,
no impairnzent
Extension (availment) of advances:
S[PC** 1,123,075 1,123,073 al-day; Unsecured
noninterest-bearing
SIpPCH*= 3,914,098 2,639,157 a0-day; Unsecured,
noninterest-bearing no impairment
BEG[** 663,343 569,013 60-day; Unsecured,
noninteresst-bearing no impairment
BLCI==* 43,311 (113300 Hi)-day: Unsecured
noninterest-bearing
SMPCH** 18,133 15,1335 6i-day; Unsecured,
noninterest-bearing no impairment
SEC[** 6,032 5,032 a)-day; Unsecured,
noninterest-bearing no impairment
SLCI»* 6,032 6,032 60-day; Unsecured,
noninterest-bearing no impairment
Cpee= 19.330 141,752 50-day; Unsecuread,
noninterest-bearing no impairment
Dividend income (see Note L [ 12
SIPC 349,999,930 - Due and demandable Unsecured
BLCI 14,962,495 5,984,999  Due and demandable Unsecured
SECI 5.599,999 - Due and demandable Unsecured
Associates
Vlanagemenc services:
MECO 123,643,736 - 60-day; Unsecured

noninterest-bearing
Extension {availment) of advances:
KEPCO SPC** = 719,579  Due and demandable LUnsecured,
no impairment
Dividend income (see Note 10):

XEPCO 3SPC 1,328,024,392 —  Due and demandablie Unsecured,
no impairment
MECO 83,999,907 - Due and demandable Unsecured,

ne impairment
Affiliates (Companies Under Common

Ownership)
2ase of office space: ****

SPEC 3,651,136 (1.217.043) 30-dav: Unsecured

Noninterest-bearing:
SPDC 691,317 (230,439)  30-day: Noninterest- Unsecured

bearing; 3% annual

escalation

Extension {availment) of advancas:

Bohol Water Utilities, [nc. (BWUT)** 3,429,499 123,972 60-day; Unsecured,
noninterest-bearing no impairment
SPDC** 87,633 251,980 60-day; Unsecured

noninterest-bearing
SPDC*** 261,723 (108,038) 60-day; Unsecured,
nonintersst-bearing no impairment
Salcon International, [ne. (SI)** 51,152 51,152 60-day; Unsecured,
noninterest-bearing no impairment

(Forward)
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Outscanding
Balance -
Receivable
Category Transaction {Pavable) Terms Conditions
Salcon Philippines, Inc. (320 =* 244050 B44.250 o0-day: Unsecuread,
noninterest-bearing no impairment
SIPC Water Resources, [ne. (SWRD** 17,513 193,345 0-day; Unsecured,
neninterest-bearing no impairment
Wastera Panay Hydropowsar Corp. 13,671 97,337 60-day; Unsecuread,
|WPHC) ** noninterest-hearing no impairment
Pure and Pam, [nc. =% - 73.000 G0-day: Cnsecured,
noninterest-bearing no impairment
SPEC* 50.333 50,333 60-day; Unsecurad,
noninterest-bearing no impairment
<V Holdings. Ine.** 3032 3932 f0-dav; Unsecured,
noninterest-bearing no impairment
Kepeo Phulippines Corp. *=* - (497,043) Gi-day; Unsecured
noainterest-bearing no impairment
Orfficars and smplovess 3.300.047 6,598,243 60-day; Unsecured,
non-interest bearing no impairment
“ Under “Trade and other rzcaivadles”
“* Uhder “Due fiom rzlated parties ”
“** Under “Due to related parties "
e Under “Lease liabilities”
2013
Outstanding
Balanes -
Raczivable
Catagorv Transaction {Pavable) Tarms Conditions
Subsidiaries
VManagement services:
SIPC* R410. 714 234911 Hi)-day: Unsecurzd,
noninterast-bearing no impairment
Extension (availment) of advances: .
SIpU 331,300,327 331.360.327 A0-day: Unsecurzd
noninterast-bearing
S[PC*== 2,372,106 (2,462,671 40-day: Unsecurad,
noninterast-bearing no impairment
BECE* 923,212 249,379 60-day: Unsecured,
nonintersst-bearing no impairment
BLC[**= 27333 {59.,590) 80-day; Unsecurad
noninterest-bearing
SMPC*= 13,143 13,143 50-day; Unsecurad,
nonintersst-bearing no impairment
SECI*™ 6,594 12,652 50-day; Unsecurad,
noninterest-bearing no impairment
SLCIE* 5.793 5,793 60-day; Unsecurad.
noninterest-bearng no impairment
CNPC*~ 19,366 122,202 50-day; Unsecured,
noninterast-oganng no impairment
Dividend income {s2e Nota 11):
SIpC 349399350 - Due and demandable Unsecured
BLCI 13,939,296 - Due and demandabie CUnsecurad
SECI 3,599,999 - Due and demandable Unsecured
SLCI 15,999,397 - Due and demandable Unsecured
Associates
Management services:
MECO 120.007,138 - 60-dav; Unsecurad
nonintersst-bearing
Extznsion {availment) of advances:
KSpPCH* - 719,579 Due and demandable Unsecursd,
no impairment
MECO** 1,930 1.950 50-day; Unsecursd
Noninterest-bearing no [mpairment

(Forward)
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Outstanding

Balance -

Receivable
Cartegory Transaction (Pavable) Terms Conditions

Dividend income (see Note [

ec B1.329.325 934 B Due ind demandable Unsecurzd,
20 i mpatrment
MECO 79.999 311 - Due and demandable Unsecurad,

Afiliates (Companies Under Common
Ownershin)

Lease of orfice space:
SPEC exe

SPDC Rt

Extension favailment} of advancss:
BT T~

SEDC

SPRCE

Si==

SPr**

SWRI*™

WEHC*»

Purz and Pam, [nc.**
SBEG*

KV Holdings, [nc.**

Kepeo Philippines Corp.***

Officzrs and smployess®

* Under "Trade and ather receivabdles”

** Under "Due from related parties”
#%4 Under “Due to r2lated parties ™

=== Under “Trade and other payables”

21,973,706

3L464

263.304

(1,106,402} 30-day:
Nonintersst-pearing:

{230,439} 30-day; Noninterest-
bearing; 3”5 annual

escalation as agrsed >y

the parties

15.218.235 50-day;
noninterast-bearing

154323 50-day:
noninterest-bearing

(39.533) 60-day:
noninterast-bearing

98,621 60-day:
noninterast-bearing

37.520 50-day,
noninterast-bearing

50-day;

noninterest-bearing

30.360 50-day:
noninterest-bearing

75.000 50-day:
noninterast-bearing

133,523 50-day:
noninrerast-bearing

4923 60-day:
noninterest-bearing

(497,043 60-day:
noninterast-bearing

4,333,571 50-day;

non-interast bearing

10 impairment

Unsecursd

LUnsecurad

LUnsecurad,
10 impairment
Unsecurad

Unsecured,
no impairment
nsecurad,
no impairment

Unsecurad,
no impairment

Unsecursd,
no impaiment

Unsecurad,
no impairment

Unsecurad,
no tmpatrment

Unsecured,
no impairment

Unsecured,
no impairment

Unsecurad
no impairment

Unsecursd,
no impairment

2017
Outstanding
Balancs -
Raceivable
Caregorv Amount; Volume {Pavable) Tarms Conditions
Subsidianies
Management services:
SIPC* 410,714 B 60-day: Unsecurad,
noninterest-bearing no impairment
Extenston (availment) of advances:
SPCH** 1,337,300 (1,367,089) 60-day: Unsecured
noninterzst-bearing
SPE** 1,594,223 507,769 60-day: Unsecurad,
nonintzrast-bearing no impairment
BLCI** 208,425 116,930 60-day; Unsecurad,
nonintersst-bearing no impairment
BLCPR= 41,37 (41,357 60-day: Unsecurasd
noninterest-bearing
SMPC*= 93,432 93,452 60-day: Unsecurad,
noninterest-bearing no impairment
SECTH* 5,933 3,933 60-day; Unsecured,
noninterest-bearing no impairment
SLCI** 5,399 5399 60-day; Unsecured,
noninterast-bearing no impairment
CNPC** 102,636 60-day; Unsecured,
nonineerest-bearing no impairment
{Forward)
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Outstanding
Salance -
Receivable
Carezory Ameunt Volume {Pavabley Tarms Condittons
Drvidend income (seg Note 1ih:
SIPC 2099,390 360 2 Due 1nd demandagie Unsegured
BLCI 14,962 497 - Due ind demandable Unsecured
SECI 7,999 393 - Due and Jemandable LUnsecursd
SLCI 2,000,700 - Due and demandable Unsecured
SMPC 1,439,971 - Due and demandable Unsecured
Associates
Management servicas:
MECO 100,006,366 - 50-day: Unsecurad,
noninerast-bearng
Extension (availment) of advancas:
L3pC** - 713579 Due and Jemandable Unsecurad,
no impairment
Dividend income (see Note 10):
L8pPC 963.339.128 - Due and demandable Unsecurad,
no impairment
MECO 39,999,933 - Due and Jemandable Lnsecurad,
no impairment
Adfiliates (Companies Under Common
Ownership)
Lease of office space:
SPE(2A2 3.192.902 15333201 30-day; Noninterast- Unsecured
bearing; Aanual
ascalation of 3% as
agreed oy the parties
SPDC*k*== 671,177 f111.363) 30-day; Nonintersst- Unsecurad
bearing; Aanual
ascalation of 3% 18
agreed by the parties
Exrension (availment) of advances:
BWLT** 644,308 533371 40-day: Unsecured,
nonintersst-bearing no impairment
SpDC**= 434,027 (56.931) 60-day; Unsecured
noninterast-bearing
SPDC** 32,361 32301 6i-day; Cusecurad,
noninterest-bearing no impairment
S 30,549 30,949 60-day; Unsecurad,
noninterest-bearing no impairment
SP[ee 45,170 46,170 50-day: Unsecurad,
nonintersst-bearing no impairment
SWRI*> 11,738 158,164 60-day, Unsecurad,
nonintersst-bearing no impairment
WPHC** 11,238 63.304 50-day, Unsecurad,
noninterast-bearing ne impairment
Purz and Pam, Inc.** - 75,000 50-day: Unsecured,
noninterest-bearing no impairment
SPEC** 56,391 H6.391 60-day; Unsecurad,
nonintersst-bearing no impairment
KV Holdings, [nc.<* 3,549 3,549 60-day; Unsecurad.
noninterest-bearing no impairment
Kepeo Philippines Corp.*== - (497.043) 60-day: Unsecured
noninterest-beacing
Officars and employzes* 5.103,534 3.943 632 50-day; Unsecurad,

* Under “Trade and other receivables ™
** Under "Due from related parties "
=<« [nder “Due to related parties”

wxex LUnder “Trade and other payables”

aon-intersst bearing

S

no impairment
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Compensation and Benefits of Kav Management Personne
The Parent Company considers all senior officers as key managzment personnel. The compensation
of key management personnel follows:

2019 20138 2017
Short-tarm benafits B31,438,962 B31961,364  B30,233.937
Pznsion expense 289.670 309,811 337.679
B31,778.,632 R32271.175 B30.576,666

Cash and Cash Equivalents
2019 2018
Cash on hand and in banks 21,209,500,353 RB334,234,324
Short-term investments 1,534,398.350 1,347.153.269

P2,743,899,203 P2.201,388.093

Cash in banks earn interast at the raspective bank deposit rates. Short-tsrm investments are made
for varying periods of up to three months or less, depending on the immediate cash raquirements of
the Parant Company, and 2arn intersst at the prevailing short-term investment rates. Total intersst
income earned amountad to 289.3 million, B41.2 million and £10.6 million in 2019, 2018 and 2017,

respectively.

Trade and Other Receivables

2019 2018

Receivable from customers:
National Grid Corporation of the Philippines
(NGCP) B21,613,731 BI1,396,811
I[ndependent Electricity Market Operator of the
Philippines Inc. (IEMOP) (net of allowance
for impairment of 4.0 million-and

B3 8 million in 2019 and 2018, respectively) 21,071,332 4,738,466
Advances to officers and employzes 6,698,945 4,853,571
Receivable from SIPC (see Note 3) 6,192,074 34,911
Dividends rzceivable (see Note 3) 5,984,999 -
Advances to an individual sharsholder 3,000,000 3,000,000
[nsurance claims - 6,152,485
Advances to contractors and suppliers - 5,181,718
Receivable from PSALM - 1,173,128
Others 6,551,501 6,269,502

P£72,112,632 B42,802,592

Receivable from customers arises from generation and sale of energy, and from provision of
ancillary services. These receivables are noninterest-bearing and are generally on a term of 30-90
days.

Advances to officers and employees are noninterest-bearing and are subject to liquidation within 60
days.
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Advances to contractors and suppliars in 20183 pertain to advances for rzfund in relation to services
that will no longzsr be availed by the Parsnt Company.

Advances o a sharzholder pertain to cash advances to a non-rzlatad party and is collectidle upon
demand.

Recsivable from PSALM consist of outstanding amounts rzimbursable by PSALM for other
services randerzd under Operation and Maintenance Service Contracts (OMSQO).

Others mainly consist of nontrade raceivables from third parties.

Allowance for impairment losses pertains to trade receivables as a result of performing collective
impairment tast at raporting date. These rzlate to debtors who ars zither in significant financial
difficulties. have defaulted on payments or whose accounts arz under dispute and legal proceedings.

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

2019 2018

At January | B3,775,422 21,400,000
Provision (see Nota 17) 216,047 2,375,422

At Decamber 31 B3,991,469 B3, 775422

Materials and Supplies

2019 2018
On hand B55,260,112 240,990,502
[n transit 2,768,500 15,493,793

P58,028,612 236,484,295

Materials and supplies, carriad at cost, include fuel, lubricants, chemicals, spare parts, supplies and
other consumables used in the operations, repairs and maintenance of property, plant and equipment.

The cost of materials and supplies used in the operations of NPPC recognized as part of
“Others - net” amountad to nil, B135.6 million and B323.7 million in 2019, 2018 and 2017,
respectively (see Note 23) and “Cost of services” amounted to B155.5 million, 213.2 million and
nil in 2019, 2018 and 2017, respectively, in the parent company statements of comprehensive
income (3ee Note 16).

Prepayments and Other Current Assets

2019 2018

[nput VAT P28,295,503 39,833,905
Prepaid insurance 5,404,577 3,861,642
Deferred input tax 1,164,613 919,740
repaid rent 536,579 152,872
Others 3,158,953 3,461,239

B38,560,225 B48,220.418
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[0, Investments in Associates

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

Principal Activity % of Ownership 2019 20183
KEPCO §2C Power generation 40.0  B1 472464616 B2AT2 464515
MECO Power distribution 10.0 380,000,752 330,000,752
B2.852,463.368 P2,352.463.353

KEPCO SPC

Summarized financial information pertaining to KEPCO SPC as of and for the

December 31 follows:

2019 2018
Statzments of financial position:
Current assets B3,353,388,423 £3,4383,166.969
Noncurrent assets 10, 185 758,230  11,186,531,788
Current liabilities 32,206,433 893,386,981
Noncurrent liabilities 184,-36,487 730,233,028
Equity 12,522,703,731  12,999,038,746
Statements of comprehensive income:
Ravenue 8,342,240,486 3,812,187,716
Gross profit 3,261,222.071 3,539,735,642
Net income 2,851,004,285 2,841,290,406
Other comprehensive income (loss) (7,298,321) 773,623
Total comprehensive income 2,843,705,964 2,842,006,034

KEPCO SPC declarad and paid cash dividends to the Parent Company amounting to
B[,328.0 million, B1,329.8 million and P963.3 million in 2019, 2018 and 2017, respectively

(see Note 3).
MECO

follows:

Summarized financial information pertaining to MECO as of and for the years ended December 31
2019 2018
Statements of financial position:

Current assats P2,538,137,993 B2,6533,644,061
Noncurrant assets 3,793,357,353 2,903,998,249

Current liabilities 993,387,990 932,821,162
Noncurrent liabilities 2,522,682,101 2,348,278,665

Equity 2,813,425,255  2,278,542,483

evaluation increment on property, plant
and equipment, and others 467,786,406 188,241,004

(Forward)
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2019 2018
Staterments of comprzhensive income:
svenue B6,651,213,663 B6.330,333.911
Graas profit 442,284,044 333,144,507
Nzt incom 441,331,201 292,033,994
Other comprzhensive income (loss3) (332,628) 1,678,140
Total comprzhensive income 440,998,573 293,732,134
[ncome after adjustment of depraciation
on appraisal incrzase and others 467,669,993 322,239,793

ECO declarsd and paid cash dividends to the Parent Compmv amounting to 234.0 million,
230.0 million and B60.0 million in 2019, 2018 and 2017, respectively (see Note 3).

The carrying value of the investment in KEPCO SPC and MECO is reviewsad at cach reporting date
whether the investment account is impaired. Based on management’s assessment, no impairment

wis rzcognizad in 2019, 2013 and 2017

[ 1. Investments in Subsidiaries

Details of the Parant Company’s investments in subsidiarizs as of December 31, 20 19 and 2013

arz as follows:

% of Ownership

Principal Activity Dirsct [ndirsct Total Amount
SIpPC Power generation 100.00% - 100.00% RB274,999.993
BLCI Power distribution 39.90% 13.76% 33.66"% 43,653,125
SLCI Holding company 40.00% 24.00% 64.00% 12,609,193
SECI Holding company 40.00% - 40.00% 7,583,513
CNPC Power generation 100.00% - 100.00% 249,995
SMPC Power generation 40.00% 33.40% 73.40% 99.993

B341,177.829

Cash dividends declarad by the subsidiaries in the last three y=ars are summarized as follows:

Amount
Declarsd By  Date of Declaration Razcord Date Gross (in millions) Per Shars
2019
SIPC November 23, 2019 December 10, 2019 B330.0 RB14.0 (common)
BLCI July 13,2019 July 22, 2019 2.5 0.30
November 20, 2019 November 30, 2019 15.0 0.20
SECI October 4, 2019 October 7, 2019 14.0 0.74
2013
SIPC November 23, 2013 December 12, 2013 330.0  14.0 (common)
SLCI November 28, 2013 December 20, 2018 40.0 1.27
BLCI April 12,2018 April 16, 2013 30.0 0.40
December 10, 2013 December 14, 2013 10.0 0.13
SECI November 23, 2013 December 20, 2013 14.0 0.74
2017
SIPC November 20, 2017 December 6, 2017 700.0  28.0 (common)
SLCI November 20, 2017 December 6, 2017 5.0 0.1386
BLCI August 8, 2017 August 13,2017 15.0 0.20
December 6, 2017 December 13, 2017 22.5 0.30
SECI November 20, 2017 December 6, 2017 20.0 1.0574
SMPC November 20, 2017 December 6, 2017 31.63 14.60

T
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|2. Property, Plant and Equipment
Mie]
Buildings.
Plant Furniture Partitions Right-of-use
Machinery Mortor and Office and Air  Coustruction Assefs
and Equipment V ehicles Equipment _ Conditioners in Progress  (ses Note 23) Tatal
Cost
At January 1. 1s
oreviously rzported B405.032,768  B20,632,338  BLOJ7H,473 B6,4835322  R14.388.380 B Bd437.416,290
Efect of adoption of
PFRS 15 - - - - - 1.395,279 1.395.279
A: January |, 18 restated 403,032,768 20,632,338 10,376,475 6485329 14.388.380 1.395.279 433,311,569
Additions 13.051,242 1467313 T4o.464 = 47,282,046 9,263,019 72510584
Transters 62,370,926 - - - 162.370.920) - -
Retirzment (3.006.787) (4.466.846) 379,127 (5.372.3a0 - - (12,667,073
At December 3! 477.948.149 17.633.303 LL.302.066 91276 - 10.538.298 513.635.078
Accumulated
Depreciation and
Impairment
Az January | 13,093,004 17,116,563 9,446,697 6.233,908 - - 43,390,174
Depreciation during the
veuar {see Note |9) 30.304,372 1,162,140 433,415 145,432 - 3,340,904 35.936.261
Retirzment (2326.729) (4.707.998) (39.780) (3.372.369) ~ (12.667.075)
At December 3! 41.070.543 13,370,707 9.370.330 806,771 - 3.340.904 69.159.360
Net Book Vilue B436.377.501 B4,063.098 21.031.736 B115.989 P 5.317.394 £449.495,713
2013
Buildings,
Plant Furniture Partitions
Machinery Motor and Otficz and Air  Construction
and Equipment Vzhicles Egquipment _ Conditioners in Progaress Toral
Cast
Az January | RS, 143,109 B22994526  BLIA3L61G B6,419.312  B372433.473  B3[5.552,541
Additions 14,440,009 1.300.000 799,960 63,517 300163735 46,521,367
[ransters 337333973 - - - (337335973 =
Transfer to NCA held for
sale (68.716,132) - - - - (68,714,132)
Disposals (26.423,171) (3.661.5331 (.035.107) = - (36.141,360)
At December 3 | 405.032,763 20.532.333 10376475 5435329 14.338.330 457,415,290
Accumulated
Depreciation and
[mpairment
At January L 60,792,251 19,628,997 15,103,342 £.090.233 - 101,615,528
Depreciation during the
year (see Note 19) 10,756,277 1,149.256 332,949 143,670 - [2 413,152
[mpairment 14,266,380 = - - - 14.256.330
Other adjustments 3,606,770 - - - - 3,606,770
Transter to NCA held for
sale (30,303,132) - - = - (50,503,132)
Disposals (25,336.722) (3,561,638) (9,009.394) - - (33,308,004
A: December 31 13.093.004 17.115.565 9446697 5.233.908 - 43.390.174
Net Book Value B391,939.764 R3.316.273 2929778 B251.421 P14.333.830 B411,326.119

Acquisition and Rzhabilitation of Power Barge (PB
On June 30, 2016, PSALM turned over the 32MW PB 104 to the Parent Company for rehabilitation.
Units 1, 2 and 3 with total rated capacity of 24 MW started commercial operation on August 1, 2018
followad by Unit 4 (3MW) on June 11, 2019. Total acquisition and rehabilitation costs capitalized
to “Property, plant and equipment” in the parent company statement of financial position amounted
to B430.5 million and 2402.5 million as of December 31, 2019 and 2018, respectively.

104

MR TR

J



£ 3R

Noncurraat Assets Hald for Sals
On its resolution datad May 28, 2013, the BOD announced its decision to sell a group of assets,
including machineries and equipment. and spars parts wventories. [n March 2019, the Parent

Company engaged the services of an appraiser to detsrmine the disposal group's fair value less cost
to s2ll as follows:

Carrying Amount at Reporting Carrying Amount

Date Berors Reclassified [mpairment Losses Ater [mpairment

as Held for Sale (322 Note 17) Losses*

Machineries and equipment 32,479,330 214,266,330 B13,213.000
[nventories - = =5
B32.179.330 B14.266.330 R[3.213.000

*Based on jair values a5 determined 5y an independent appratser.

As of December 31, 2018, the Parsnt Company considers its noncurrant assets held for sale wits
fair value of B18.2 million under Level 3 classification (see Notz 3). In valuing the noncurrent
assets held for sale, the Parsnt Company used the Sales Comparison Approach, using price per net
weight as its key valuation. The Sales Companson Approach is a comparative approach to value
that considcrs the sales of similar or substitute properties and related market data and establishes a
value estimate by processes involving comparison.

For the Sales Comparison Approach, a significant increase (decrease) in price per net weight, in
isolation, would rasult to a higher (lower) fair value.

The Parznt Company has determined that the highest and best use of its noncurrsnt assets held for
sale is its current use.

The ARO relatad to the disposal group has been remeasured to 2.2 million as of December 31,
2019, resulting to reversal of ARO amounting to 221.3 million in 2018. In 2013 and 2017, intarest
accretion from the ARO amountad to B0.9 million and B0.8 million, respectively.

As of December 31, 20183, the ARO is presented as “Liabilities directly associated with noncurrent
asset held for sale” in the parsnt company statements of financial position.

In 2019, the Parent Company sold to a third party the noncurrent asset held for sale with carrying
amount of B14.4 million, net of the liability directly associated with the noncurrent asset held for
sale, for B7.1 million, exclusive of VAT. The sale resultad to a loss amounting to 7.3 million and
is recorded under “Others - nat” in the parent company statements of comprehensive income. The
Parent Company sold the remaining amount of Bl.6 million, plus hauling cost amounting to
B4.0 million, to SIPC for B3.6 million, exclusive of VAT.

Cost of fully depreciated property, plant and equipment that are still being used by the Parent

Company amounted to B19.8 million and B33.9 million as of December 31, 2019 and 2018,
respectively.
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[3. Other Noncurrent Assets

2019 2013
R7,300,000 25,500,000
11,208,390 -

[nvestment in proprictary ciub sharss

Advances to suppliers and contractors

Softwarz costs (net of accumulated amortization of
B2 4 million and 1.8 million in 2019 and 2013,

respectively) (see Note 19) 3,649,503 4,257,760
Project development costs 7,597,915 5.602,933
229,736,313 B17.560,713

[n 2019, 2018 and 2017, the Parznt Company rzcognized “Unrealized valuation gain on financial
asset at FVOCI” amounting to R0.3 million, B1.5 million and nil, respectively, in the parent
company statements of comprzhensive income for its investment in propristary club sharss.

As of December 31, 2019, advances to suppliers and contractors amounted to B11.2 million,
pertaining to the down payment for the turbochargers which will be recouped and applied against
future billings of the suppliers and contractors.

The following table shows the movement in accumulated amortization of software costs:

2019 2018

At January | P1,824,754 B[,216,503
Amortization (see Note 19) 608,251 608.251

At December 31 P2,433,005 21,824,754

[4. Trade and Other Payables
2019 2018
Trade B43,874,171 B27,684,826
Nontrade 22,983,534 20,112,597
Accrued expenses:

Withholding taxes and other statutory liabilities 10,504,189 6,851,862
Terminal leave pay 5,979,755 3,979,735
Accrued rant 925,278 1,744,448
Others 5,978,512 2,606,180
290,245,439 264,979,666

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

Nontrade payables include accrual for deferred output tax of BL4.1 million as of December 31, 2019
and 2018, respectively, and various accounts with nontrade suppliers and contractors.

Terminal leave pay are for certain employees who were rehired following the termination of the
ROMM Agreement on March 23, 2012
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[3. Equity
Capital Stock

Therz wears no changss in the Parsnt Company s authorizad, issued and outstanding common
sharss as of December 31, 2019 and 2013:
1,369,491,500

(72,940.097)
1,496,551,303

[ssuzd shares
Treasury shares
[ssued and outstanding sharss

On various dates in 2002 and 2012, the Parent Company registered with SEC its 1,569,491,900
common sharss that wearz offarad to the public at an issue price of B1.80 per shars. Gross proceeds
from this issuance of new sharas amount2d to B2.8 billion. As of December 31, 2019, the Parsnt
Company has 773 stockholders including 82 depository participants counted as one stockholder
cach.

As of December 31, 2019 and 2018, the Parent Company complied with the Minimum Public
Ownership raquirament of the PSE for listed entitiss.

Dividends

Cash dividends declared by the Parant Company in the last three years ars summarized as follows:

Amount

Date of Declaration Rzcord Date Payment Datz Gross (in millions) Per Shars
2019

November 23, 2019 December 10, 2019 December 17, 2019 Bl 047.6 20.70
April 4, 2019 April 12,2019 April 30,2019 393.6 0.40
2018

November 23, 2018 December 12, 2013 December 19, 2013 398.6 0.40
May 28, 2013 June 1L, 2018 June 27, 2013 398.6 0.40
L7

November 20, 2017 December 6, 2017 Decamber 142017 398.6 0.40
May 30, 2017 June 14, 2017 June 30, 2017 398.6 0.40

On May 7, 2020, the BOD of the Parent Company approved the declaration of cash dividends
equivalent to B0.40 per share, or for a total of P398.6 million, to all stockholders of records as of

May 22, 2020 payable on May 29, 2020,

Ratained Earnings

Retained earnings are also restricted for dividend declaration to the extent of the acquisition price
of the treasury sharss amounting to B131.0 million as of December 31, 2019 and 2018.
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Appropriation

On November 20, 2017, the Board of Dirzctors (BOD) of the Parsnt Company approved the
following: (i) raversal of retained carnings appropriated on November 24, 2015 amounting to
P400.0 million due to the full prepayment of the related long-term debt on October 28, 2017 and the
reinstatement of the same amount as unappropriated retained earnings; (i) retention of praviously
approved appropriation of ratained sarnings amounting to 2350.0 for the construction ofa CFBC
coal-firad thermal power plant with a capacity of at least 300 MW in the province of Cebu or Visayas
within the years 2018-2020; and (iii) appropriation of B300.0 million out of the unappropriated
ratained 2arnings of the Parsnt Company for the construction of two run-of-river hydro-electric
power plant projects in Palawan with a capacity of 15.83 MW to commence witain the y=ars 2018-
2019,

On November 23, 2018, the BOD of the Parent Company approved the following: (i) reversal of
£350.0 million appropriation for the construction of a CFBC coal-fired thermal power plant with a
capacity of at least 300 MW due to the adverse Supreme Court decision that led to the ratumn of the
Naga Power Plant Complex to PSALM pursuant to a Memorandum of Agreement and Certificate
of Turnover exzcutad betwzen the Parent Company and PSALM on July 9, 2013 and July 13, 2013,
respectivaly; (i) reversal of £500.0 million appropriation for two run-of-river hydro-electric power
plant projects in Palawan due to unsuccessful conclusion of final studies, negotiations; and (iii)
aporopriation of 1.3 billion out of the unappropriated retained earnings of the Parsnt Company for
the acquisition of a 100% ownership interast in a power generation company and for 1Bohol Power
Project that will serve the long-term power requirements of three distribution utilities in Bohol
within the years 2024-2033.

[n January 2019, the Parent Company lost in its bid to acquirs the power generation company.
Consequently, on April 4, 2019, the Parent Company's BOD approved the reversal of a portion of
it 2018 appropriation amounting to B1.0 billion.

On November 23, 2019, the BOD of the Parent Company approved the following: (i) appropriation
of retainad earnings amounting to B1.3 billion for the construction and operation of new gznerating
power plant capacity to supply 39 MW full demand requirements in the mainland of Occidental
Mindoro starting May 23, 2022 and (i) appropriation of retained earnings amounting to 1.0 billion
to invest in SPC Island Power Corporation for the 44.2 MW expansion of Bohol Diesel Power Plant
in the years 2020-2021. The BOD further confirmed the 2018 appropriation of retained earnings
amounting to 2300.0 million for [Bohol Power Project that will serve the long-term power
raquirements of three distribution utilities in Bohol starting December 26, 2023.

Earnines per Shars

The following presents information necessary to calculate earnings per share of the Parent
Company:

2019 2018 2017
Net income B1,833,928,321 BL1931,016,504 RIL,807,227,712
Weighted average number of common
shares issued and outstanding 1,496,551,803  1.496,551.803  1.496.551.803
Basic/Diluted earnings per share B1.23 BL.30 BlL21

There arz no potentially dilutive common stocks issued as of December 31, 2019, 2018 and 2017.
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Capital Management

The Parent Company considars the following as its core economic capital and is not subject to any
extemnally imposed capital requirsments. As of December 31, 2019 and 2018, the Parsnt
Company's core capital amounted as follows:

2019 2018

Capttal stock B1,569,491,900  B1,569,451,900
Additional paid-in capital 86,810,752 35,810,732
Retained sarnings 4,938,966,296 4,751,244 953
Trzasurv stock (131,008,174) (131.008.174)
R6.464.260,774 B6,276,539.436

16. Plant Operations

2019 20183 2017

Fuel, lubricants and chemicals (see Note 8) B141,732,619 BI0 413,643 B
Deprzciation (see Note 19) 30,304,372 10,766,277 -
Pzrsonnel costs (see Note 18) 16,309,233 7,109,334 -
Sparzs, materials and supplies (see Note §) 13,812,369 2,774,851 =
Rzpairs and maintenance 4,898,701 3,035,713 =
Purchased power 2,916,203 806,693 -
Taxes and licenses 215,362 61,332 -
Others (see Note 23) 6,711,389 1,768,705 -
R217,400,298 B36.736.663 B-

[n 2018 and 2017, the incidental income from operating and preserving the NPPC, net of directly

related costs and expenses, were recognized as “Other income” in the parsnt company statement of
comprehensive income (see Notes 4 and 23).

17. General and Administrative Expenses

2019 2018 2017

Business development B44,433,037 B21,893,4483 B13,327,094
Personnel costs (see Note 18) 37,035,069 33,266,113 41,853,350
Taxes and licenses 32,674,501 326,663 1,361,540
Sharsd expenses 13,900,005 13,257,493 13,539,434
Diractors’ fzes 11,471,937 11,360,826 11,374,126
Professional fees 10,799,596 10,532,117 7,736,962
[nsurance 7,830,796 8,073,139 5,746,130
Deprzciation and amortization (see Note 19) 6,240,140 2254126 1,789,033
Transportation and travel 5,288,144 9,587,449 4,754,573
epairs and maintenance 4,374,999 6,528,364 3,560,033
Communications 2,494,314 3,044,933 2,370,304
Corporate social responsibility 2,359,771 8,762,866 1,309,173
Association dues 1,824,828 1,874,423 1,837,594
Rentals (see Notes 3, 23 and 23) 1,649,624 6,163,371 6,473,511

(Forward)
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