9/14/2018 EDGE Submission System

CR02770-2015

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A, AS AMENDED

ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SECTION 141
OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the fiscal year ended
Dec 31, 2014

2. SEC Identification Number
165539

3. BIR Tax Identification No.
320000157237

4. Exact name of issuer as specified in its charter
CYBER BAY CORPORATION

5. Province, country or other jurisdiction of incorporation or organization
PHILIPPINES

6. Industry Classification Code(SEC Use Only)

7. Address of principal office

SUITE 2402 DISCOVERY CENTER, 25 ADB AVENUE, ORTIGAS CENTER, PASIG
CITY

Postal Code

1605

8. Issuer's telephone number, including area code
(632) 6339757
9. Former name or former address, and former fiscal year, if changed since last report
N/A
10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4 and 8 of the RSA

Title of Each Class | Number of Shares of Common Stock Outstanding and Amount of Debt Outstanding

COMMON 6,806,878,853
PREFERRED 6,467,950,603
11. Are any or all of registrant's securities listed on a Stock Exchange?
Yes No

If yes, state the name of such stock exchange and the classes of securities listed therein:
PHILIPPINE STOCK EXCHANGE / 6,160,000,000 COMMON SHARES
12. Check whether the issuer:
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(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17.1
thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141
of The Corporation Code of the Philippines during the preceding twelve (12) months (or for such
shorter period that the registrant was required to file such reports)

Yes No

(b) has been subject to such filing requirements for the past ninety (90) days
Yes No

13. State the aggregate market value of the voting stock held by non-affiliates of the registrant. The
aggregate market value shall be computed by reference to the price at which the stock was sold, or
the average bid and asked prices of such stock, as of a specified date within sixty (60) days prior to
the date of filing. If a determination as to whether a particular person or entity is an affiliate cannot be
made without involving unreasonable effort and expense, the aggregate market value of the common
stock held by non-affiliates may be calculated on the basis of assumptions reasonable under the
circumstances, provided the assumptions are set forth in this Form

PHP3,018,400,000

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS

14. Check whether the issuer has filed all documents and reports required to be filed by Section 17 of
the Code subsequent to the distribution of securities under a plan confirmed by a court or the
Commission.

Yes No
DOCUMENTS INCORPORATED BY REFERENCE

15. If any of the following documents are incorporated by reference, briefly describe them and identify
the part of SEC Form 17-A into which the document is incorporated:

(a) Any annual report to security holders

CONSOLIDATED AND SEPARATE (PARENT) AFS FOR THE YEAR ENDED 31
DECEMBER 2014

(b) Any information statement filed pursuant to SRC Rule 20
N/A

(c) Any prospectus filed pursuant to SRC Rule 8.1
N/A

The Exchange does not warrant and holds no responsibility for the veracity of the facts and representations contained in all corporate
disclosures, including financial reports. All data contained herein are prepared and submitted by the disclosing party to the Exchange,
and are disseminated solely for purposes of information. Any questions on the data contained herein should be addressed directly to
the Corporate Information Officer of the disclosing party.
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For the fiscal year
ended

Currency (indicate

EDGE Submission System

Cyber Bay Corporation
CYBR

PSE Disclosure Form 17-1 - Annual Report
References: SRC Rule 17 and
Sections 17.2 and 17.8 of the Revised Disclosure Rules

Dec 31, 2014

PHILIPPINE PESO

units, if applicable)

Balance Sheet

Current Assets
Total Assets
Current Liabilities
Total Liabilities

Retained
Earnings/(Deficit)

Stockholders' Equity
Stockholders' Equity - Parent
Book Value per Share

Income Statement

Operating Revenue
Other Revenue
Gross Revenue
Operating Expense
Other Expense
Gross Expense

Net Income/(Loss) Before Tax

https://edgesubmit.pse.com.ph/main.html

Year Ending Previous Year Ending
Dec 31, 2014 Dec 31, 2013
615,608,000 614,653,000
616,004,000 614,813,000

1,842,571,000
1,842,571,000

-11,098,721,000

1,602,766,000
1,602,766,000

-10,860,107,000

-1,226,567,000 -987,953,000
711,523,664 949,939,759
-0.18 -0.14

Year Ending Previous Year Ending
Dec 31, 2014 Dec 31, 2013
0 0

5,000 3,000

5,000 3,000
2,447,000 2,744,000
236,172,000 206,569,000
238,619,000 209,313,000
-238,614,000 -209,310,000
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Income Tax Expense

Net Income/(Loss) After Tax

Net Income/(Loss) Attributable to

Parent Equity Holder

EDGE Submission System

0
-238,614,000

0

Earnings/(Loss) Per Share (Basic) -0.4
Earnings/(Loss) Per Share (Diluted) -0.4

Financial Ratios

Liquidity Analysis Ratios:

Current Ratio or
Working Capital Ratio

Quick Ratio

Solvency Ratio

Financial Leverage Ratios
Debt Ratio

Debt-to-Equity Ratio

Interest Coverage

Asset to Equity Ratio
Profitability Ratios
Gross Profit Margin

Net Profit Margin

Return on Assets

Return on Equity

Price/Earnings Ratio

Other Relevant Information

Attached is a copy of the Annual Report, Consolidated Financial Statements as of 31 December 2014 and

Fiscal Year Ended
Dec 31, 2014

Formula

Current Assets / Current
Liabilities

(Current Assets - Inventory
- Prepayments) / Current  0.33
Liabilities

Total Assets / Total
Liabilities

0.33

0.33

Total Debt/Total Assets 2.99

Total Debt/Total

Stockholders' Equity -1.5

Earnings Before Interest
and Taxes (EBIT) / Interest
Charges

Total Assets / Total
Stockholders' Equity

o

-0.5

Sales - Cost of Goods Sold
or Cost of Service / Sales

Net Profit / Sales

Net Income / Total Assets

o o o o

Net Income / Total
Stockholders' Equity

Price Per Share / Earnings 0
Per Common Share

0

-209,310,000

0

-0.35
-0.35

Previous Fiscal Year
Dec 31, 2013

0.38

0.38

0.38

2.61
-1.62

o O o o

Separate Financial Statements as of 31 December 2014 as well as the ACGR for the year 2014.

Filed on behalf by:
Name

Designation

https://edgesubmit.pse.com.ph/main.html

Cheryl De Leon

Compliance Officer
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17

OF THE SECURITIES REGULATION CODE AND SECTION 141
OF CORPORATION CODE OF THE PHILIPPINES

1. For the fiscal year ended: 31 December 2014

2. SEC ldentification Number: 165539

3. BIR Tax Identification No.: 320-000-157-237

4. Exact name of issuer as specified in its charter: CYBER BAY CORPORATION

5. Mandaluyong City, Philippines 6. I:I (SEC Use Only)
Province, Country or other jurisdiction of Industry Classification Code:

incorporation or organization

7. Suite 2402 Discovery Center, 25 ADB Avenue 1605
Ortigas Center, Pasig City
Address of principal office Postal Code

8. (632) 6339757
Issuer’s telephone number, including area code

9. Former name, former address, and former fiscal year. If changed since last report. N/A

10. Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on number of shares and amount of debt is applicable only to corporate registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding

Common 6,806,878,853
Preferred 6,467,950,603

11. Are any or all of these securities listed on a Stock Exchange
Yes [ X] No [ ]

*Only 6,160,000,000 common shares are listed in the Philippine Stock Exchange (PSE). The remaining
common shares and the preferred shares will be listed with the PSE.

12. Check whether the issuer:

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder of
Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The
Corporation Code of the Philippines during the preceding (12) months (or for such shorter period
that the Company was required to file such reports);

Yes [ X] No [ ]



(b) has been subject to such filing requirements for the past 90 days.
Yes [ X] No [ ]

13. Aggregate market value of the wvoting stock held by non-affiiates of the Company.
Php3,018,400,000.00 (Based on closing market price of Php0.49 on 29 December 2014)

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the Company’s 2014 Annual Report to Stockholders are incorporated by reference into Parts
Il and 11l of this report

THE CORPORATION UNDERTAKES TO PROVIDE WITHOUT CHARGE TO EACH PERSON, ON THE
WRITTEN REQUEST OF ANY PERSON, COPY OF CYBER BAY CORPORATION ANNUAL REPORT
ON SEC FORM 17-A.

Written request for a copy of the Annual Report on SEC Form 17-A should be addressed to:

ATTY. CHERYL S. SALDANA-DE LEON
Corporate Secretary
Suite 2402 Discovery Center, 25 ADB Avenue
Ortigas Center, Pasig City

PART | — BUSINESS AND GENERAL INFORMATION
Item 1. Business

Cyber Bay Corporation (the Company) was organized to undertake real estate development (except real
estate subdivision) and reclamation. The Company was incorporated on 06 July 1989, the Company has
changed its name from First Lepanto Corporation to Guoco Land (Philippines), Inc. in 1994, to Centennial
City Inc. in 1996, and to Cyber Bay Corporation in 2000.

On 30 March 1996, the Company, Central Bay Reclamation and Development Corporation (Central Bay)
and certain of shareholders Central Bay’s shareholders entered into a Memorandum of Agreement which
involved the restructuring of the Company and the consolidation of certain businesses and assets of the
Company and Central Bay.

The restructuring of the Company entailed the transfer to Prime Orion Philippines, Inc. (formerly Guoco
Holdings Philippines, Inc.) of the Company’s investments in the following corporations: Tutuban
Properties Inc., Guoco Property Development Inc., Manila Southcoast Development Corporation,
Mandaue Resources and Realty Corporation, Luck Hock Venture Holdings, Inc., First Lepanto Ceramic
Wares Inc. and First Lepanto Realty Inc. and the settlement of all intercompany liabilities relating to such
corporations.

The business consolidation involved the issuance by the Company of 4 billion shares of stock (with par
value of P1.00 per share) to certain Central Bay shareholders in exchange for 4.8 million Central Bay
shares of stock (with par value of P100.00 per share) held by the Central Bay shareholders. Upon
completion of the business consolidation, the Company assumed full ownership of Central Bay, including
its Joint Venture Agreement (JVA) with the Public Estates Authority (PEA) (now known as the Philippine
Reclamation Authority) to reclaim 750 hectares of land along Manila Bay (the Cyber Bay Project) as its
new property core holding.



Aside from the aforementioned business consolidation, no other material reclassification, Merger,
Consolidation or Purchase has been implemented. However, ten (10) floors of the BA Lepanto Building
owned by the Company was the subject of a Dacion en Pago arrangement with the Philippine National
Bank in 1999.

With the Cyber Bay Project, the Company is afforded a unique flagship waterfront development; at 750
hectares, it was supposed to be a substantial fully integrated township that can spearhead the
redevelopment of the Manila Bay in tandem with the government’s progressive Bay City Development.

A controversy on the validity of the JVA arose and several investigations and fact-finding committees
were created to determine its validity. Finally, on 28 May 1999, the JVA was amended and approved by
the Office of the President and the Government Corporate Monitoring and Coordinating Committee.

After having obtained all the government approvals and endorsements under two Administrations
(Presidents Fidel Ramos and Joseph Estrada) and pursuant to the Amended JVA, Central Bay conducted
a review of all contracts and project plans in preparation for the resumption of the long delayed
implementation of the Reclamation Project. Preparations included the re-bidding of the dredging and
reclamation contract, which were previously suspended. In addition, Central Bay urgently settled the
squatters issue and incurred huge operational expenses in securing the cleared islands within the project
site. These expenditures were undertaken by Central Bay in the ordinary course of business pursuant to
its JVA/AJVA with respondent and done in utmost good faith.

However, on 09 July 2002, after having invested heavily into the Reclamation Project, including the cash
advances given to PRA and the cost for the relocation of informal settlers in the area, not to mention the
funds that were injected to run the operations of Central Bay from 1995 to 2002, the Supreme Court
promulgated a decision in the case of Chavez v. PEA and Amari Coastal Bay Development Corporation
(G.R. No. 133250, July 9, 2002, 384 SCRA 152), permanently enjoining PEA and Central Bay from
implementing and declaring the Amended JVA as null and void ab initio. Central Bay’s Motion for
Reconsideration was denied.

The Supreme Court stated that “Despite the nullity of the Amended JVA, Central Bay is not precluded
from recovering from the PEA in the proper proceedings, on a quantum merit basis, whatever Central Bay
may have incurred in implementing the Amended JVA, prior to its declaration of nullity.

On 20 November 2009, the Company sent a letter to the PEA (now PRA) for the payment of
approximately Php13.4 billion. This amount represents all costs, losses, liabilities, and expenses incurred
by Central Bay computed as of September 2009 pursuant to the Amended JVA.

In a letter dated 8 February 2010, PRA, through its former General Manager and CEO, Andrea D.
Domingo, acknowledged that of the claims for reimbursement made by Central Bay, PRA was able to
verify the total amount of Php1,004,439,048.45 as the amount due for reimbursement and PRA did not, at
that time, find any sufficient basis for the payment of Central Bay’s other claims including cost of money,
reimbursement of professional and legal fees, interest and bank charges on loan, foreign exchange
losses on loans, pre-operating and operating expenses, input tax, and documentary stamp tax. Central
Bay then conducted a more thorough internal review of pertinent documents and re-computation of its
claims vis-a-vis the findings of PRA.

Thus, on 13 December 2010, Central Bay filed a Petition with the COA to claim for reimbursement with
the revised amount due totaling Phpl1,527,573,684.12 (down from the initial claim of
Php13,385,972,469) and not merely Phpl1,004,439,048.45 as initially determined by the PRA.
Considering that PRA has already validated and acknowledged Central Bay’s claim for reimbursement in
the amount of Php1,004,439,048.45, the only issue submitted to the COA is whether or not the other
claims of Central Bay which were initially found by PRA to be without sufficient basis are likewise rightful
items for reimbursement in light of recognized government accounting standards.



On 03 February 2014, the Company received a letter from the PRA which states that in addition to the
amount verified by your Reclamation Group of Phpl,004,439,048.45, the Company is entitled to
additional reimbursements in the amount of Php22,592,435.34. The Company shall seek reconsideration
of this finding and prove that the Company is likewise entitled to claim for the additional amount of
Php10,523,134,635.67, for the total amount of Php11,527,573,684.12 as reimbursements.

With respect to the Company’s settlement of its outstanding obligations, the Company secured
Stockholders’ approval and ratification of the issuance of shares as a result of the conversion of liabilities
to equity during as shown below during its annual meeting held on 24 November 2010. As a first step, the
Company amended its Articles of Incorporation amending the par value of the unissued preferred shares
from Phpl.00 to Php0.10, among others. The Commission approved the Amended Articles of
Incorporation on 04 May 2011.

The Commission likewise approved the Confirmation of Valuation in relation to the debt to equity
conversion on 13 November 2012 as follows:

(a) Conversion of Stockholders’ Advances to Equity

The advances which will be converted to 646,878,853 common shares were utilized to finance
the reclamation and horizontal development of the Cyber Bay Project.

The 646,878,853 common shares were issued to the following:

One Bacolod Express Holdings, Inc. 364,577,424
Primera Commercio, Holdings, Inc. 167,578,190
Cosco Land Corporation 56,132,206
Guoco Securities (Philippines), Inc. 42,924,628
Prime Orion Philippines, Inc. 15,666,405

646,878,853

(b) Conversion of Bank Loans to Equity

The liabilities which were converted to 6,467,950,604 preferred shares arose from the Company’s
bank loans to Philippine National Bank (PNB) and Bangkok Bank. The PNB Loan was assigned
to Opal Investments Portfolio [SPV-AMC], Inc. and the latter assigned the loan obligation to One
Bacolod Express Holdings, Inc. On the other hand, the Bangkok Bank Loan, which is the subject
of Civil Case No. 01-1094, was assigned to Allied Enterprise Co., Ltd. and the latter assigned it to
New Bond Corporation (NBC). On 22 February 2011, the Company filed a manifestation in Civil
Case No. 01-1094 that it has no objection to the substitution of Primera Commercio Holdings, Inc.
for NBC as plaintiff in the case. In a Judgment dated 14 September 2011, the trial court approved
the parties’ Joint Motion for Judgment Based on Compromise that was filed on 26 August 2011.

The 6,467,950,604 preferred shares were issued to the following:

One Bacolod Express Holdings, Inc. 1,609,359,778
Primera Commercio, Holdings, Inc. 4,858,590,825

6.467,950,603

The Company continues to implement measures to reduce its operational expenses and, through the
efforts of its outsourced service provider, consolidate all the records pertaining to the claim for
reimbursement from the PRA.



Amount Spent on Development Activities

The amount spent on development activities during the last three (3) fiscal years and its percentage to
revenues are as follows: (Amounts in Thousands)

Total Revenue for
As of Amount the Period % to Revenues
Dec. 31, 2014 P 0.0 PO 0.0%
Dec. 31, 2013 0.0 0 0.0%
Dec. 31, 2012 0.0 15 0.0%

As of December 31, 2014, the Company has no employees and has outsourced its reportorial and
compliance requirements to GSE Management Services, Inc. So far, the Company has no plans to hire
employees in the ensuing twelve months.

As of the moment there are no major risks that the company and its subsidiary are involved in. The
Company is currently discussing with PRA the details of its claims pursuant to the Amended JVA and the
Supreme Court Decision.

Item 2. Properties
Cyber Bay Project

The Company’s Cyber Bay Project encompasses 750 hectares involving the reclamation and
development of an integrated and comprehensive urban township that is envisioned to be a 21st century
metropolis. The reclamation project is located Southwest of Manila along Manila-Cavite Coastal Road,
within the cities of Parafiaque, Las Pifias and the municipality of Bacoor, Cavite. This project has been
shelved due to the Supreme Court decision nullifying the JVA with the PRA.

In 1999, Cyber Bay settled part of its loans with the Philippine National Bank with a Dacion en Pago of its
10 Floors in the BA Lepanto Building, located along Paseo de Roxas, Makati City.

The Company has no other property holdings.

Transactions with and/or dependence on Related Parties

The Company’s transaction with stockholders i.e. Italian-Thai (BVI) Development Co., Ltd., Prime Orion
Philippines, Inc., and other stockholders consists mainly of non-interest bearing advances which were

uses to finance the initial phase of the Cyber Bay Project.

The Company has no other transactions with related parties.

Item 3. Legal Proceedings

1. Cyber Bay Corporation vs. Island Country Telecommunications, Inc. at the Regional Trial Court of
Makati City, Branch 58, instituted on June 20, 2001

The Company owned three (3) floors of the BA Lepanto Building in Makati City. Island Country
Telecommunications, Inc. (ICTI) was engaged in the operation of paging services. In 1996, ICTI
leased the floors owned by the Company. ICTI failed to pay its rental obligation to the Company
despite demands.



In a Decision dated 22 February 2008, the Regional Trial Court (RTC) of Makati, Branch 143
ruled in favor of the Company and ordered ICTI to pay the Company the following amounts:

a. P8,589,518.24 as arrears from the rented premises, i.e. 8", 9" and 14" floors with
interest at 12% per annum from 25 September 2000 until the sum is fully paid;

b. P1,895,162.50 as rental for the 8" and 9" floors minus the security deposit or a total of
R418,412.25 with interest at 12% per annum from 25 September 2000 until fully paid;
and,

c. Costs of suit and 2200,000.00 for attorneys fees.

From said Decision, ICTI filed its Notice of Appeal. In a Decision dated 29 September 2009, the
Court of Appeals denied ICTI's appeal. The Decision of the RTC was affirmed with modification in
that ICTI is ordered to pay the Company the following amounts:

a. B5,452,114.64 as rent arrears up to period of November 1998 with interest at 12% per
annum from 25 September 2000 until the sum is fully paid; and

b. PR418,412.50 as rent arrears for the period of 01 September 1999 to 15 December 1999
with interest at 12% per annum from 25 September 2000 until fully paid.

On 12 October 2009, ICTI filed a Motion for Partial Reconsideration which was denied by the
Court of Appeals in its Resolution dated 28 January 2010. Consequently, the Decision became
final and executory on 21 February 2010.

The Company filed a Motion for Issuance of Writ of Execution dated 25 June 2010 which was
granted by the RTC on 02 July 2010. The Company is now in the process of enforcing the Writ of
Execution. However, as of this date, the Company could not locate any property of ICTI for levy.

Central Bay Reclamation and Development Corporation v. Philippine Reclamation Authority,
instituted on 13 December 2010

Central Bay filed a Petition for money claims with the Commission on Audit arising from a Joint
Venture Agreement (JVA) entered into by the Public Estates Authority [PEA] (now the Philippine
Reclamation Authority [PRA]) with Amari Coastal Bay Development Corporation (ACBDC) for the
development of Three Islands (the “Reclamation Project”) on 25 April 1995. By virtue of a Notice
to Proceed issued by the PEA on 27 September 1996, Central Bay proceeded with the
implementation of the Reclamation Project after having obtained presidential approval, all the
government licenses, environmental and other permits and approvals necessary for the
reclamation.

The Supreme Court declared the Amended JVA as null and void ab initio and after several
Motions for Reconsideration denied by the Supreme Court, the decision of the Court became final
and executory. Nevertheless, the Supreme Court decreed that the nullification of the JVA does
not affect Central Bay’s right to recover reimbursement from PEA (now PRA).

On 20 November 2009, the Company sent a letter to the PEA now PRA for the payment of
approximately Php13.4 billion. This amount represents all costs, losses, liabilities, and expenses
incurred by Central Bay computed as of September 2009 pursuant to the Amended JVA. In a
letter dated 8 February 2010, PRA, through its former General Manager and CEO, Andrea D.
Domingo, acknowledged that of the claims for reimbursement made by Central Bay, PRA was
able to verify the total amount of Php1,004,439,048.45 as the amount due for reimbursement.

Thus, Central Bay filed a Petition with the COA to claim for reimbursement with the revised
amount due totaling Php11,527,573,684.12 (down from the initial claim of Php13,385,972,469)
and not merely Php1,004,439,048.45 as initially determined by the PRA. Considering that PRA
has already validated and acknowledged Central Bay's claim for reimbursement in the amount of
Php1,004,439,048.45, the only issue submitted to the COA is whether or not the other claims of



Central Bay which were initially found by PRA to be without sufficient basis are likewise rightful
items for reimbursement in light of recognized government accounting standards.

Central Bay had several several meetings with the PRA Panel to reconcile the accounts and
provide supporting data for its claim for reimbursement.

After the validation process, which was concluded in October 2011, the PRA, in a letter dated 03
February 2014 signed by its incumbent General Manager and CEO Peter Anthony A. Abaya,
informed Central Bay that PRA has verified an additional amount for reimbursement equivalent to
Twenty-Two Million Five Hundred Ninety-Two Thousand Four Hundred Thirty-Five and 34/100
Pesos (Php22,592,435.34), bringing the total amount validated by PRA to One Billion Twenty-
Seven Million Thirty-One Thousand Four Hundred Eighty-Three and 79/100 Pesos
(Php1,027,031,483.79).

PRA, through the OGCC, subsequently filed its Answer to the COA Petition. Central Bay has
requested for additional time to file its Reply on or before 31 May 2015.

Iltem 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted during the period covered by this report to a vote of security holders
through the solicitation of proxies or otherwise.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION

Item 5. Market for Issuer’'s Common Equity and Related Stockholder Matters

(1)

Market Information

The Company’s common equity is traded at the Philippine Stock Exchange

Stock Prices

High Low

Fiscal Year 2012

1% Quarter P1.11 P0.76

2" Quarter P0.92 P0.76

3" Quarter P0.91 P0.79

4™ Quarter P0.88 P0.79
Fiscal Year 2013

1% Quarter P0.88 P0.71

2" Quarter P0.75 P0.49

3" Quarter P0.77 P0.50

4™ Quarter P0.62 P0.51
Fiscal Year 2014

1% Quarter P0.69 P0.47

2" Quarter P0.98 P0.60

3" Quarter P0.69 P0.55

4™ Quarter P0.59 P0.48



(2) Holders

The number of shareholders of record as of 31 December 2014 is Six Hundred Fifty-Five (655) common
shares outstanding as of the same period are Six Billion One Hundred Sixty Million (6,160,000,000)

shares. The Closing Market price as of 29 December 2014 is P0.49.

Top 20 Stockholders
As of 31 December 2014

Name of Stockholder Number of Percentage to Total
Shareholdings Equity

PCD NOMINEE CORPORATION (FILIPINO) 1,950,594,140 31.367
PRIMERA COMMERCIO HOLDINGS, INC. 1,462,000,000 23.510
GUOCO HOLDINGS (PHILS.), INC. (now PRIME ORION
PHILIPPINES, INC.) 1,320,116,000 21.229
UCPB TA# 99-0196 1,000,000,000 16.081
AMARI HOLDINGS CORPORATION 215,500,000 3.465
PCD NOMINEE CORPORATION (NON-FILIPINO) 118,866,600 1.911
DAVID GO SECURITIES CORPORATION 43,531,468 0.700
PRIME ORION PHILIPPINES, INC. 17,985,404 0.289
HLG CAPITAL PHIL., INC. ITF [MR. SOMBOON
PATCHARASOPAK] 14,000,000 0.225
URBAN LEISURE AND DEVELOPMENT CORPORATION 12,000,000 0.193
ROGER C. ANG 9,000,000 0.145
KATHERINE MARIE YBANEZ SY 5,000,000 0.080
SEC ACCOUNT FAO: VARIOUS CUSTOMERS OF GUOCO
SECURITIES (PHILIPPINES), INC. 4,129,324 0.066
WILLIAM L. PEREZ 3,470,000 0.056
BENITO KEH 2,500,000 0.040
ALEXANDER UY &OR CHARLES UY 2,190,000 0.035
PLLIM INVESTMENTS, INC. 2,000,000 0.032
ROSA ALLYN G. SY 2,000,000 0.032
SONNY SY AGUINALDO 1,687,000 0.027
ALBERTO MENDOZA AND/OR JEANIE C. MENDOZA 1,518,000 0.024

3 Dividends

No dividends were declared in 2014.

4) Recent Sales of Unregistered Securities

There are no recent sales of unregistered securities of the Company within the past three (3) years.




Iltem 6. Management's Discussion and Analysis or Plan of Operation

Plan of Operation

Due to the Decision of the Supreme Court, which rendered a decision nullifying the Joint Venture
Agreement (JVA) with the PEA, the Corporation has suspended all works and negotiations. The
Company has exhausted almost all possible legal courses of action.

The Company through Central Bay filed a Petition with the COA to claim for reimbursement of the amount
of Phpl11,527,573,684.12 and not merely Php1,004,439,048.45 as initially determined by the PRA. This is

now pending.

At present, the Corporation is operating using funds sourced externally or advanced by its major
stockholders.

There are no expected major purchases or sale of plant and equipment nor significant changes in the
number of employees of the Corporation.

There were no material changes in financial condition and results of operation for each of the last three
fiscal years.

e There are no known trends, demands, commitments, events or uncertainties that will have a
material effect on the Corporation’s liquidity.

e There are no material commitments for capital expenditures.

e There are no significant elements of income or loss that did not arise from the Corporation’s
operations.

o All expenses of the Corporation are current and the Corporation does not expect any direct
or contingent financial obligation that is substantial or material.

e There are no seasonal aspects that have a material effect on the financial condition or
results of operations.

e The Board and Management of the Corporation are continuously and actively looking for

other projects and businesses that the Corporation may venture into. In the meantime, all
project-related operations are still suspended.

The Corporations Top 5 key performance indicators/financial soundness indicators:

Performance Indicators FORMULA 2014 2013
Current Ratio Current Assets/Current Liabilities 0.334:1 0.383:1
615,608 / 1,842,571 614,653 /1,602,766
In thousands In thousands
Debt to Equity Ratio Total Liabilities / Stockholders -1.502:1 -1.622:1
Equity
1,842,571/ (1,226,567) 1,602,766 / (987,953)
In thousands In thousands




Equity to Debt Ratio Stockholders Equity / Total -0.666: 1 -0.616:1
Liabilities
(1,226,567) / 1,842,571 (987,953) / 1,602,766
In thousands In thousands
Book value per share Stockholders Equity / Total -0.180: 1 -0.145:1
number of shares
(1,226,567) / 6,806,879 (987,953) / 6,806,879
In thousands In thousands
Income(Loss) per share Net Income / Total number of 0.035:1 -0.031:1
shares
(238,614) / 6,806,879 (209,310) / 6,806,879
In thousands In thousands

At present, there are no known trends, demands, commitments or uncertainties in the Company. All
operational expenses of the Company are sustained by sourcing externally or advanced by its major
stockholders.

All expenses of the company are current and the Company does not expect any direct or contingent
financial obligation that is substantial or material.

Item 7. Financial Statements

The consolidated financial statements and schedules listed in the accompanying Index to Financial
Statements and Supplementary Schedules are filed as part of this Form 17-A.

External Audit Fees and Services

The aggregate fees billed and paid by the Company in favor of its External Auditors for Audit and Audit
Related Fees is Three Hundred Sixty-Eight Thousand Pesos (Php368,000.00) for the years 2013 and
2012. These fees comprise the audit and audit-related services rendered to the Company and its
subsidiary.

Except for the fees indicated above, there were no tax fees or all other fees billed or paid to the
Company’s External Auditors for the last two (2) fiscal years.

The audit plan, including the corresponding audit fees, is submitted by the External Auditors to the
Company’s Audit Committee for review. The Audit Committee evaluates and approves the audit fees on
the basis of reasonableness, scope of work and the prevailing market price for audit services in the
industry. If the Audit Committee finds the audit plan and fees are in order, it is presented and
recommended for final approval of the Board of Directors. In the event that other services aside from the
audit of financial statements, the scope of and payment for the same are subject to review, evaluation
and approval by the Board of Directors.

Item 8. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There are no changes in and disagreements with accountants on accounting and financial disclosure
during the two most recent fiscal years.
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PART Il - CONTROL AND COMPENSATION INFORMATION

Item 9. Directors and Executive Officers of the Company

(1) Directors and Executive Officers — Position/Other Directorships

The present directors of the Company were elected during the Annual Stockholders Meeting held on 22

December 2014.

The directors serve for a term of one year until the election and acceptance of their qualified successors.

The list below includes the directorships/officerships held by the Company’s present directors in other
corporations. Most of these directorships/officerships have been held by the directors for the past five (5)
years to the present.

Name Age Directorships in Other Companies Citizenship Business Experience for the Past Five
Years

Oscar L. Paras Jr. | 56 Soled Instyle Enterprises, Inc. Filipino Partner:

Chairman Aguirre, Abano, Panfilo, Paras, Pineda
& Agustin Law Offices

Independent

Director, Chief of Staff:

November 2010 to Office of Monetary Board Member —

December 2012 Raul A. Boncan (until April 2010)

Chairman, Senior Consultant:

December 2012 to Civil Aviation Authority of the

present Philippines (until December 2008)
Senior Assistant General Manager:
Manila International Airport Authority
(until June 2008)

Raul G. Gerodias | 51 Fritz & Macziol Asia, Inc. Filipino Chairman:

Director,
December 2012 to
present

President,
December 2012 to
present

ParexGroup Inc.

Kyani Philippines, Inc.

Globalpeak Holdings, Inc.

The European Hair Factory, Inc.
Kewalram Philippines, Inc.

Elegant Infoventures, Inc.,
Hi-Frequency Telecommunication, Inc.
Metro Promo Concepts Corp.
Zoraymee Holdings, Inc.

Terrabay Holdings, Inc.

MUSIC Group Limited

MUSIC Group Commercial BM Ltd.
MUSIC Group Services SG (Pte.) Ltd.
MUSIC Group Services US Inc.
MUSIC Group Services EU GmbH
MUSIC Group Commercial HK Limited
MUSIC Group Services JP K.K.
MUSIC Group Macao Commercial

ALK Holdings and Management, Inc.
Skytrooper Charter Phils., Inc.
AirMaverick Inc

President & Chairman:

GSE Management Services, Inc.,
Terramino Holdings, Inc.

Alpha Point Property Holdings, Inc.
AB Fiber Corp.

President:

Central Bay Reclamation and
Development Corporation

Pixiedust, Inc.

Continuitas Corporation

Treasurer and Corporate Secretary:
Swiss Sense Worldwide, Inc.
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Offshore Limited

Music Group Macao Commercial
Offshore Limited (Philippines) ROHQ
MUSIC Group Commercial PH Inc.
MUSIC Group Services NV Inc.
MUSIC Group IP Ltd.

MUSIC Group Research UK Limited
Turbosound Ltd.,Behringer International
Service Centre Limited, Zhongshan
Eurotec Electronics Limited
Zhongshan Eurotec Electronics Limited
(Shenzhen Branch)

MUSIC Group Commercial BM Ltd.
(Philippines)

ROHQ and Music Group Services PH
Corp. (PEZA)

Board of Trustees:
Community Waterhope Foundation, Inc.
Ateneo Law Alumni Association, Inc.

Director and Treasurer:
Swiss Sense, Inc.

Director and Corporate Secretary:

AB Food and Beverages Phils. Inc.
Fujitsu Ten Corporation of the
Philippines

Kiden Development Corporation

Diez Corporation

TKG Corporation

ASC Phils., Inc.

Unitel Productions, Inc.

Quento Media, Inc.

Merlin Information Systems Philippines,
Inc.,

TD Outsourcing Philippines, Inc.
Adventure Bay Resort and Theme Park,
Inc.

Ashwell Holdings, Inc.

Musungu, Inc.

Assetvalues Holding Company, Inc.
Philippine  Bio-Ethanol &  Energy
Investment Corp.

Corporate Information Officer &
Compliance Officer:

Leisure & Resorts World Corporatior

Resident Agent:

Music Group Macao Commercial
Offshore Limited (Philippines) ROHQ
Shinko Electric Industries Co., Ltd.

Corporate Secretary:

AB Leisure Exponent, Inc. (Bingo
Bonanza Corporation)

AB Leisure Global, Inc.

Fujitsu Die-Tech Corporation of the
Philippines

Fujitsu Ten Solutions Philippines, Inc.
Harada Automotive Antenna
(Philippines), Inc.

Harada Phils. Development and
Management, Inc.

Universal Leaf Philippines, Inc.

Unistar Land and Property Corporation
Union Leaf Holdings Corporation

UUU Realty Holdings, Inc.

One World Connections, Inc.

Eco Fuel Land Development, Inc.

| & Lu Tobacco Company, Inc.

Coastal Training Philippines Corp. DBA
DuPont Sustainable Solutions
Teleaccess, Inc.
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Straight Shooters Media, Inc.
Healthwealth International Corp.
Middleby  Philippines  Corporation
Middleby Worldwide Phils., Inc.

Ferrier Hodgson Philippines, Inc.

FH Corporate Services, Inc.

FH Asset Management Corp.

Ferrier Hodgson Management Services,
Inc.

FTI Consulting Administrative Services,
Inc.

Macondray Finance Corporation
Paragon  Trading &  Services
Corporation

Masagana Realty Co., Inc.

Silver Finance, Inc.

Silver CDO Finance, Inc.

Five Star Finance Corporation

Silver WDC Finance Corporation

Silver Holdings Groups, Inc.

Ashwell Holdings, Inc.

Techno Holdings Corporation
Technolux  Equipment &  Supply
Corporation

HKR Equipment Corporation

The Turf Company, Inc.

The Finix Corporation

Steltz International, Inc.

Geyser Global Sourcing Corporation
Culinary Best Source, Inc.

Createch Wellness Corp.

A &L Equities, Inc.

DACS Holdings, Inc.

La Deca Farm Corporation

LLF Farms, Inc.

Yuen Po Seng
Director, 1993 to
present

55

BIB Aurora Insurance Brokers, Inc.
Central Bay Reclamation &
Development Corp.*

FLT Prime Insurance Corporation
Genez Investments Corporation Guoco
Assets (Philippines), Inc.

Guoman Philippines Incorporated
Hong Way Holdings, Inc.

Lepanto Ceramics, Inc.

Luck Hock Venture Holdings, Inc.*
0.Y.L. Holdings, Inc.*

OE Holdings, Inc.

Orion Beverage, Inc.

Orion | Holdings Philippines, Inc.
QOrion Land Inc.

Orion Maxis Inc.

Orion Property Development, Inc.
Orion Solutions, Inc.

Prime Orion Philippines, Inc.

TPI Holdings Corporation

Malaysian

Chairman and President:

Genez Investments Corporation

Luck Hock Venture Holdings, Inc.*
0.Y.L. Holdings, Inc.*

Orion Solutions, Inc.

Treasure-House Holdings Corporation
ZHI Holdings, Inc.

President:

BIB Aurora Insurance Brokers, Inc.
FLT Prime Insurance Corporation
Guoco Assets (Philippines), Inc.
Hong Way Holdings, Inc.

Lepanto Ceramics, Inc.

Orion | Holdings Philippines, Inc.
Orion Maxis Inc.

Prime Orion Philippines, Inc.

Zeus Holdings, Inc.
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Treasure-House Holdings Corporation
Tutuban Properties, Inc.
Hume Furniture (Philippines), Inc.

Zeus Holdings, Inc. *inactive
ZHI Holdings, Inc.
Raul Tito A |45 AB Fiber Corp. Filipino President:
Estrella Airmaverick Inc. PDC Global PTY Ltd.
ALK Holdings & Management, Inc. Halfen-Moment Inc.
Director, 2011 to Alpha Point Property Holdings, Inc. (Chairman/President)
present Assetvalues Holding Company, Inc. Weldon Offshore Strategic Limited
Bergmann Hair, Inc. Incorporated
Citra Metro Manila Tollways (Chairman/President)
Corporation Sunshore Holdings Corporation
Countrybreeze Corporation (Chairman/President)
Evander Holdings Corporation
Gracall International MNL, Inc. Corporate Secretary:
Grand Planters International, Inc PDC Asia-Pacific Inc. (formerly 4D
GSE Management Services, Inc. Global Group Inc.)
Halfen-Moment Inc. Gracall International MNL, Inc.
(Director/President) GSE Management Services, Inc.
Hi-Frequency Telecommunication, Inc Terramino Holdings, Inc.
Intelligent E-Solutions Holding Corp. Hi-Frequency Telecommunication, Inc.
Lic Web Solutions, Inc. MTM Ship Management (Philippines)
Marbleslate Holdings, Inc. Inc.
PDC Asia-Pacific Inc. (formerly 4D Taal Lake Land Holdings, Inc.
Global Group Inc.) Terramino Holdings
Pedalmax Holdings, Inc.
Premium Plus Investment Holdings, Inc. Treasurer:
Pixiedust Inc. Evander Holdings Corporation
Sequel Advertising, Inc.
Skytrooper Charter Phils. Inc. Resident Agent:
Taal Lake Land Holdings, Inc Goltens Philippines
Terramino Holdings, Inc. PDC Global PTY Ltd.
Evita C. Caballa 50 | Liberty Telecoms Holdings, Inc. Filipino Corporate Secretary:
Independent Wi-Tribe Telecoms, Inc. (formerly Philippine Diamond Hotel and Resort
Director, October Liberty Broadcasting Network Inc.
2010 to present Incorporated) Philippine Oriental Realty Development
Skyphone Logistics Inc. Inc.
Silvertides Holdings Corporation Bank of Commerce
Pacific Nickel Philippines, Inc.
Philnico Industrial Corporation
South Western Cement Corp.
Ricardo Jose G. 42 Roadworks, Inc. Filipino Chairman/President:
Nicolas, Il Independent Priority Trade, Inc. Roadworks, Inc.
Independent
Director, President:
December 2012 to Independent Priority Trade, Inc.
present
Cheryl S. Saldafa- | 36 AB Fiber Corp. Filipino Treasurer:

de Leon

AUEnergy, Inc.

Pook Ligaya Shell Inc.
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Director, October
2010 to present

Corporate
Secretary and
Compliance
Officer, November
2010 to present

Central Bay Reclamation and
Development Corporation

DHI Group Inc.

Countrybreeze Corporation

Elegant Infoventures, Inc.

Music Group Limited

Music Group Services SG (Pte.) Ltd.
Behringer Macao Commercial Offshore
Limited

Music Group Services EU GmbH
Music Group Commercial PH Inc.
Pedalmax Holdings, Inc.

Pook Ligaya Shell Inc.

Privado Holdings Corp.

Sealoch Holdings, Inc.

Smartventures Inc.

Somete Logistics & Development
Corporation

Strategic Investment & Dev't. Holdings,
Inc.

The Designer Boulanger Philippines
Corporation

Tigerlion, Inc.

Valhalla Investment & Dev't. Holdings,
Inc.

Weldon Offshore Strategic Limited
Incorporated

Wiselink Investment Holdings, Inc.

Music Group Commercial PH Inc.

Somete Logistics & Development

Corporation

Tigerlion, Inc.

Wiselink Investment Holdings, Inc.

Corporate Secretary:

AB Fiber Corp.

Central Bay Reclamation and
Development Corporation

DHI Investment, Inc.

DHI Group Inc.

Ecofuel Land Development Inc.
Globalpeak Holdings, Inc.

Green Future Innovations, Inc.
Music Group Commercial PH Inc.
Privado Holdings Corp.

Strategic Investment & Dev't.
Holdings, Inc.

Somete Logistics & Dev't. Corp.
Tigerlion, Inc.

Terrabay Holdings, Inc.

Valhalla Investment & Dev't. Holdings,
Inc.

Weldon Offshore Strategic Limited
Incorporated

Wiselink Investment Holdings, Inc.

Assistant Corporate Secretary:
Eagle Cement Corporation

Frederick G. Liong | 36 Canvas People, Inc. Filipino Corporate Secretary:
Director, Central Bay Reclamation and Dev't. Canvas People, Inc.
December 2013 to Corp. Clasique Car Restoration, Inc.
present Clasique Car Restoration, Inc. Three Salcedo Condominium
Probegroup Philippines, Inc. Corporation 2011-2013
Sealoch Holdings, Inc.
Somete Logistics & Development
Corporation
Mark Jayson E. 26 Central Bay Reclamation and Dev't. Filipino Compliance Officer:
Alapoop Corp. Synergy Grid & Dev't. Philippines, Inc.
Director, April Q-Tech Alliance Holdings, Inc.
2014 to present Sealoch Holdings, Inc. Treasurer:

Somete Logistics & Development
Corporation
Synergy Grid & Dev't. Philippines, Inc.

Synergy Grid & Dev't. Philippines, Inc.
Q-Tech Alliance Holdings, Inc.
Central Bay Reclamation and Dev't.
Corp.

* Independent Director

(2) Significant Employees

The Company has no employees.
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3)

Family Relationships

The directors, executive officers, or persons nominated or chosen by the Company to become directors
or executive officers are not related up to the fourth civil degree either by consanguinity or affinity.

(4)

Involvement in Certain Legal Proceedings

There has been no occurrence of any of the following events during the past five years up to the latest
date that are material to an evaluation of the ability or integrity of any director, person nominated to
become a director, executive officer or control person of the Company:

a)

b)

c)

d)

Any bankruptcy petition filed by or against any business of which such person was a general
partner or executive officer either at the time of the bankruptcy or within two years prior to that
time;

Any conviction by final judgment, in a criminal proceeding, domestic or foreign, or being subject to
a pending criminal proceeding, domestic or foreign, excluding traffic violations and other minor
offenses;

Being subject to any order, judgment, or decree, not subsequently reversed, suspended or
vacated, of any court of competent jurisdiction, domestic or foreign, permanently or temporarily
enjoining, barring, suspending or otherwise limiting his involvement in any type of business,
securities, commaodities or banking activities and;

Being found by a domestic or foreign court of competent jurisdiction (in a civil action), the
Commission or comparable foreign body, or a domestic or foreign Exchange or other organized
trading market or self regulatory organization, to have violated a securities or commodities law or
regulation, and the judgment has not been reversed, suspended, or vacated.

Item 10. Executive Compensation

Information as to the aggregate compensation paid or accrued during the last two completed fiscal years
and ensuing year to the Company’s Chief Executive Officer and four most highly compensated executive

officers

SUMMARY COMPENSATION TABLE

Year 2010-2012 Annual Compensation

Name and Principal Position Year Compensation Bonuses Other
Compensation

The Directors/Officers of the 2014
Company are not receiving 2013 N.A. N.A. N.A.
any form of compensation 2012
10.1 Compensation of Directors
€)) There is no standard arrangement pursuant to which directors of the Company are compensated

or are to be compensated, directly or indirectly, for any services provided as a director, including
any additional amounts payable for committee participation or special assignments, for the last
completed fiscal year and the ensuing year.
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(b) There are no other arrangements, including consulting contracts, pursuant to which any director
of the Company was compensated, or is to be compensated, directly or indirectly, during the
Company’s last completed fiscal year, and the ensuing year, for any service provided as a
director.

There is no action to be taken with regard to the following:

(a) any bonus, profit sharing, or other compensation plan, contract or arrangement in which any
director, nominee for election as a director, or executive officer of the Company will participate;

(b) any pension or retirement plan in which any person will participate; or

(c) granting or extension to any such person of any options, warrants or rights to purchase any
securities, other than warrants or rights issued to security holders as such, on a pro rata basis.

Item 11. Security Ownership of Certain Beneficial Owners and Management

(1) Security Ownership of Certain Record and Beneficial Owners
(As of 31 December 2014)

Title of Class Name and Address of Record Name of Citizenship No. of Shares Percentage
Owner and Relationship with Beneficial Held of Ownership
Issuer Owner and
Relationship
with Record
Owner
Common PCD Nominee Corp. (Filipino) Filipino 1,950,594,140 31.37%
37/F Tower |
The Enterprise Center
6766 Ayala Avenue cor. Paseo de *
Roxas, Makati City
Common Primera Commercio Holdings, Inc. | Record Filipino 1,462,000,000 23.51%
7064 Wilson St., Pio Del Pilar, Holder same
Makati City as Beneficial
Owner
Common Prime Orion Philippines, Inc. Record Filipino 1,338,101,404 21.72%
[formerly Guoco Holdings (Phils.) Holder same
Inc.] as Beneficial
14/F B.A. Lepanto Bldg., Paseo de | Owner
Roxas, Makati City
Common UCPB TA#99-0196 Skysetts, Inc. Filipino 1,000,000,000 16.23%
5/F Trust Banking Division, UCPB
Bldg., Makati City
Stockholder

* There are no beneficial owners under PCD Nominee Corporation which holds more than 5%
shares in the Company.

The following represent for each of the above named company:

1. Primera Commercio Holdings, Inc. - Jose A. Wingkee, Jr.
2. Prime Orion Philippines, Inc. - Yuen Po Seng
3. Skysetts, Inc. - Felicismo B. Billones

and John Alejo A. Zarate
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(2) Security Ownership of Management (Other than Nominees)
(as of 31 December 2014)

Title of Class Name of Beneficial Amount and Nature of Citizenship Percentage
Owner Beneficial Ownership of
Ownership
Common Oscar L. Paras, Jr. 1 (direct) Filipino 0.00002%
30,000 shares (indirect)
Common Raul G. Gerodias 1 (direct) Filipino 0.00002%
0 (indirect)
Common Yuen Po Seng 5,001 shares (direct) Malaysian 0.00010%
0 (indirect)
Common Raul Tito A. Estrella 999 shares (direct) Filipino 0.00002%
0 (indirect)
Common Evita C. Caballa 200,000 shares (direct) Filipino 0.00300%
0 (indirect)
Common Cheryl S. Saldafia-de 999 shares (direct) Filipino 0.00002%
Leon 0 (indirect)
Common Frederick G. Liong 1 (direct) Filipino 0.00002%
0 (indirect)
Common Ricardo Jose G. Nicolas, 1 (direct) Filipino 0.00002%
1] 0 (indirect)
Common Mark Jayson E. Alapoop 1 (direct) Filipino 0.00002%
0 (indirect)
Total 237,004 shares 0.00400%

3) Voting Trust Holders of 5% or More

There are no persons holding more than 5% of a class under a voting trust or similar agreement.

(4) Changes in Control

There are no arrangements, which may result in changes in control of Company, during the period

covered by this Form 17-A.

Item 12. Certain Relationships and Related Transactions

There were no transactions or proposed transactions during the last two years, or proposed transactions,
to which the Corporation was or is to be a party, in which any of the following persons had or is to have a
direct or indirect material interest:

(a) Any director or executive officer of the Corporation;
(b) Any nominee for election as a director;
(c) Any security holder named above; and

(d) Any member of the immediate family (including spouse, parents, children, siblings, and in-laws) of
any of the officers, directors, or a security holder of the Company.

PART IV — CORPORATE GOVERNANCE

Item 13. Corporate Governance

Please refer to the attached ACGR.
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PART V - EXHIBITS AND SCHEDULES

Item 14. Exhibits and Reports on SEC Form 17-A
(1) Exhibits — See accompanying Index to Exhibits
(2) Reports on SEC Form 17-C
a. 30 May 2014 — Report on postponement of Annual Stockholders’ Meeting

b. 30 October 2014 — Report on the Notice of Annual Stockholders’ Meeting
c. 22 December 2014 — Report on the results of the Annual Meeting

SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code, this
report is signed on behalf of the issuer by the undersigned, thereunto duly authorized, in the City of Pasig
on the 10" day of April 2015.

OSCARI. PARAS, JR.
Chairpan

MARK% E. ALAPOOP
reasurer

SUBSCRIBED AND SWORN to before me this 10" day of April 2015, affiants exhibiting to me
the following:

df )l o

CHERYL S. SALDANA-DE LEON
Corporate Secretary

Name CTC/ Passport No. / SSS No,

Dzte and Place of Issuance

Competent Evidence of Idennty‘j
|

Oscar L. Paras, Jr.

TIN 168499479 ?\

Raul G. Gerodias

CTC No. 27954349/01/09/2014/Pasig

TIN 129-434-349

Cheryl S. Saldana-de Leon

CTC No. 27954455/01/09/2014/Pasig

TIN 210-789-117 _{

Mark Jayson E. Alapoop

SSS No. 34-2404961-5

|

Doc. No. _ 24 .
Page No. _ {1

Bock No. IF- =
Series of 2015.

B No. a7rye

fNTor Fagig

S Decamber 2015

v, Drugas Center Paslg City
DOTE 0 Jur, 6343?

i 11‘{'&1, =015, Pagig City
L OT08Z01L, Mandis v




CYBER BAY CORPORATION
Index to Financial Statements and Supplementary Schedules
Form 17-A, ltem 7

Consolidated Financial Statements Page No.
Statement of Management’s Responsibility for Financial Statements 21
Report of Independent Public Accountants 24-25
Consolidated Statements of Financial Position as of December 31, 27
2014 and December 31, 2013
Consolidated Statements of Comprehensive Income for the Year 28
Ended December 31, 2014, the Year Ended December 31, 2013 and
the Year Ended December 31, 2012
Consolidated Statements of Changes in Capital Deficiency 29
Consolidated Statement of Cash Flows 30
Notes to Consolidated Financial Statements 31-53

(1-22)
Schedules to Financial Statements 54-67

20




STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR SEPARATE FINANCIAL STATEMENTS

The manageman: of CYBER BAY CORPORATION (Corporaton’ is respersibie far the preparation and
fai- preseniation of the Tinancial stataments af Cyaer Bay Carporation as af eng for the years anded
December 34, 2014 and 2013 ircluding 1he additicnal companerts sttacked therain, in accordanse
with the prescrbed finaneial repeng framewerk indicated therein, This resgansibility inoudes
designing and implemanting intemat cantls reisvant 13 the areparation and fair presentat.on of
finanTal statementis that arz free ‘romr meterial misstalemen?, whether due i¢ fraud or Errer, selecting
anc applyng sopropriate ascovnting pelicies, and making azaountng estimatas the! are reasonatle in
tha circumatarces.

Tne Beard of Directors reviews and approves he financial stalements ard suomits o same o the
stacknodzrs,

.G, Manabat & Co., the independent audtors appeinted oy the Audt Commites and the
zpckhclders, has audiied the franca' statements 25 of Dacerper 31, 2014 and 2C13, ard for zach
of the thrae years in the periet ended December 31 2714 in zogordance wih Philippine Standards an
Aaditing, anc in its reporl ‘o e siackhzlders, nas apresser igepoinicr oo the {zrness of
preseniation upon complation of syon audit,

SUBSCRIBED AND BWDRN TO bafare —e this 257 day of March 2015, aff ants exm azing o
me the fallowing,

[ Thame T Cemperent Evidence of Idermily  Competen: Evidence cf loerfity |
 Sseer L. Pares Jr. . . P - T
Fzul G. Georedias P CTO M 34586425 izsved o : T 129-£34-347

... O12020%3cPasgCty 1
ek Jayson B Alapozh_ | S85 o 3d-24c2ds 3

oo Mg 1B
Page Mo, 94
Book Mo, ™

Seiws of 2015,

a%; 31 41/2615. Pamig Cy
iBe o e . B1TSRE: AT X Mt City

oo, DYBEHBAYCORPORATION

T ohans o0 EEE TIEAIAT P AEEATSY & Hues nalg - VHTEY AT IRS




COVER SHEET

for
AUDITED FINANCIAL STATEMENTS

SEC Registration Number

N 1[6ls]s]39]

_ Company Name
[c]y’s elr] [Blaly] ‘clorp o[r[ajr|1]o/n]| |

TTTI T T [T [ ] | [ ]
: | [ TT 1] [ ] T T 1T
|| N BN | IR

Principal Oifice { No./Street/Barangay/City/Town)Province)

GiS|E! M:anagam|e!n!t |Scr;1fii|c els |In;c . |

E|u!i t|e| |24DEI D i 5|cuvie r|;-,f C-e|nt rie

:ADiBi A|v¢n|u|e . |C}|r|tlilg|a|s C‘.|e|nta|r| | J
plalslijcl lelilt]y] | | | || [ ]
Form Type Department requiring the report Sﬂﬂﬂ"dﬁ ;'ﬁf: Tyge, If
ala s DI: F ]
COMPANY INFDRMATION
Company's Emaii AddmEes Company's Telephane Numben's Muahile Number
| 1L |
No. of Stockholders _ A"ﬂ':‘::’tm;ﬂ”g ':53‘:1:]'1?';:;
| | December 31

CONTACT PERSON INFORMATION

The designated contacl person MUST ke an Officer of tha Casperation

Telephone
Name of Contact Persan Email Address Numberls [dobila Humber

Mark Javson E. Alapoop —| |ma.1‘k@gselawﬁrm.culn_] | 6339757 | | |

il

Note: In case of dsath, resyy saton or cessaticn of cifics of the CRoar desighates ac conlact pesan, such inziden* shall be repg-led b2 the Comnissian
witkin shirly £30) calenda: daye from tre coturrence therentwith infarmston and cometete pontact details of the new oriact parson Gesiona'sd,

Contact Person's Address




CYBER BAY CORPORATION

SEPARATE FINANCIAL STATEMENTS
December 31, 2014 and 2013




R.5. Manabat 8 Co. Talephore 453 (2] 885 7500

The KPMG Cartear, SF Fax +53 (2] 894 1348
E787 Avala Avanue Inleiret wannay, kprngaccn.ah
hakati City 1226, Medra b anila, Fritippines E-Mail phringuing@kprmo. com

Branchas: Subic - Cekbu - Becolod  Iniw

REPORT OF INDEIENDENT ATDITORS

The Board of DHrectors and Stockholders
Cyber Bay Corperation

GSE Management Services, Inc,

Suite 2402, Discovery Centre, ADB Avenue
Ortigas Center, Pasig City

Repert on the Scparate Finaneial Statemenis

We were engaged to audit the accompanying separate financial statements of Cvber Bay
Corperation (*Parent Company™), which comprise the separate statements of financial position as
at Deeemnber 31, 2014 and 2013, and the separate statements of comprehensive income, separate
statements of changes in equily and separate statements of cash flows for the vears then ended,
and notes, comprising a summary of sigmificant accounting policies and other explanatory
information.

Management s Responsibility far the Separare Financia! Statements

Manapgement is responsible for the preparation and fair presentation of these separate financial
statements in accordance with Philipping Financial Reporting Standards, and for such internal
control as management delennines is necessary to enable the preparation of scparate financial
statements that are free from material misstaterment, whether due to fraud or erroc.

Auditors’ Responsibilin

Qur responsibility is to express an opinion on these separate financial statements based on our
audits. Because of the matter described in the Basis for Disclaimer of Opinion paragraphs, we
were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinicn.

Basis for Disclaimer af Oninian

We draw attention to Note 1 to the separate financial statements, The Parent Company’s wholly-
awned Subaidiary, Central Hay Reclamation and Development Corporation (“Central Bay™),
entered into a Contiact with the Philippine Reclamation Authorty (“PRA™), formerly Public
Estates Authorny, for the complete and entire reclamation and horizontal development of a
porticn of the Manda-Cavite Coastal Road and Reclamation Praject (the “Project™) and has made
significant investments, However, the Supreme Cowt declared that the Contract was null and
¥0id. Central Bay filed motions for reconsideration which were denied by the Supreme Court.

[hie to the cessation of the Project, the Parent Company failed 1o honor its loan commitments and
incurred signiticant losses from accumubating interests and penalties, The accumu lated deficit as
al December 31, 2014 and 2013 amounted to P92 billion and P82 billion, respectively. The
equity as at December 31, 2014 and 2013 amgunted ta PO.71 hillion and PO.935 billion,
respectively.
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Despite declanng the centract null and void, the Supreme Cowrt decision provides that Central
Bay is not precluded from recovering from the PRA in the proper proceedings whatever costs
Central Bay may have incurred in implementing the Contract prior to its declaration of nullity,

Pursuant to the Supreme Count’s decizion, the Parent Company filed a claim for reimbugsement
with the PRA amournting to P11.5 hillton, the realization of which is uncertain except for

P1.0 billion which was veriied and acknowledged in writing by the PRA. Az ar Decomber 31,
2014 and 2013, Central Bay recognized a recetvable from the PRA amounting o P06 hillion,
without any allowance for impairmenr losses as the management assessed this to be fully
recoverable and Project Development Cest of P3.0 billion which s fully provided with allowance
for impairment.

As at December 31, 2014 and 2013, the Parent Company has an investment in and receivable
trom a subsidiary amounting 1o P9.5 billion, of which only P&.9 billion allowance for
impairment has been provided. The investment in and recefvable from a subsidiary is considercd
1o be fully impaired since the subsidiary iz in capital deficieney position anounting to P47
billion as at December 31, 2014 and 2013 and the recoverability of its asscts is uncertain,

Management’s plan to the Parent Company highly depends on ths collection and recoverabilivy of
the Subsidiary’s receivablie froin the PRA, To date, the eollectability of this receivable is still
uncertain.

Diselaimaer of Opinion

Because of'the significance of the matters described in Lthe Basis for Disclaimer of Opinian
paragraphs, we do not express an opinion on the separate financial statements referred to above,

Report on the Supplementary Information Requirved Under Revenue Regulations
No, 15-2010 of the Bureau of 1nternal Revenue

We were engaged for the purpose of forming an opinion on the basic separate financial
statements teken as a whole, The supplementary information in Note 13 1o the separate finaneial
staterments is presented for purposes of filing with the Burcaw of Internal Revenue and isneta
reguired parl of the basic separate financial statements. Such information is the responsibility of
management, Because of the significance of the matter described in the Basis for Disclaimer of
Opinion paragraphs, it is imappropriate to and we do not expiress an opinion on the information
referred to abowve,

R.G, MANABAT & OO

Al
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CYBER BAY CORPORATION

SEPARATE STATEMENTS OF FINANCIAL POSITION

December 31

Note 2014 2073
ASSETS
Currcnt Assets
Cash in hanks 4 P3,176,646 P2.222,038
Rezceivables - net ) - -
Total Current Assets 3,176,646 2222038
Noncurerent Assets
Investment in and receivables from a
subsidiary -~ net 4,6 2.533.14%.026 2537072468
Other noneorrent assets - net 4,7 396,274 159,332
Total Noncurrent Assets 2,538,545 300 2,538,132 350
P2541, 721,046 P2 340,354 333
LIABILITIES AND EQUITY
Current Liabilitics
Accounls payable and scerued expenscs 4, 8 Po.230,117 ra231,36l
Due to related parties 4,7 1.820.968,165 1.581.183,268
Total Current Liabilities 1,830,198,232 1.500.414,620
Equity
Caprital stock i 6.970,081,395 6.970,081,295
Additional paid-in capital 2.902.072.772 2.0900.072, 712
Deficit i [9,160,630,503) (8.92211] 4,408}

Total Eguity

711,523,664

049,939,739

P1,541,721,946 P2,540.354,388

Foe Noles o the Separate Fingrcie Sufamaents,




CYBER BAY CORPORATION
SEPARATE STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

Note 2014 2013
REVENUE
Interest ineome 4,693 P2.715
EXPENSES
Interest Da 236,172,028 205,366,581
General and administrative i 2,248,760 2,967,860
Impairment lasses 3 7 - 1,202,097

238,420,788 200,136,044

LOSS BEFORE INCOME TAX (238.416,095) (200,114,229}
INCOME TAX EXPENSE 12 - -

NET LOSS/TOTAL COMPREHENSIVE LOSS I (P238,416,095) (I'209,124.229)

hee Wotes to the Sgpawate Finaroral Siotements,




CYBER BAY CORPORATION

SEPARATE STATEMENTS OF CHANGES IN EQUITY

Years Ended December 31

- 2014 213
Number of Mumber
Nty Sharas Amaunt uf Shares Amounl
CAPITAL STDCK
Preforred stosk ~ G0 par valus
Authorized 7000, 000 100 7,004, 000, THE
1zs0=d and outslanding 16 6.A467.950.603 P646, 795,060 6467950605  P646,795 (160
Common shares - P1 par value
Autharized 2300000, 000 T,200,000,000
Issued and gutstanding 5,9%5,061,853 5055061 853 5985041833 Q0506133
Comeron shares ar end of wear 5,9%5 061 833 5055061853 5 985,0a8E.833 EOE50R1EFD
Suhscrihed shares (oot of
subscriphions receivable of
Pag3 592 518 338,224,452 J33B2244R2 113,774 452 338. 224,482
Ratance at end of yeur 6323286335 6323286335  6,323,286335  6,323.286,313
6,970 081,393 69708 1,305
ADDITIDNAL PAID-IN
CAFITAL
Balance &t end of year i 292072772 2,002 172,772
DEFICIT
Balapes ot bazinning of year (8,922 214, 408) {8 713,080,179
et lass for tha year ! (238,416,095 [2{09.134.22M

Balanee at end of yoar

(9,160,630,503)

{8,922,214,403)

P711.52%,064

949 939 758

See Moges o the Separale Fingreol Smiemens.




CYBER BAY CORPORATION

SEPARATE STATEMENTS OF CASH FLOWS

Years Ended December 31

Nate 204 2013

CASH FLOWS FROM OPERATING

ACTEVITIES
Net loss before income tax (P238 410,095y (F200,134,225)
Adjustments [or:

Impairment losses 37 - 1,202,007

Interest expense and penalties [t} 236,172,028 205,300,981

Interest income {4,693) (2,715}
Owperating lass before working capiial changes 2,248,760 {2,567 866}
Trecrease in accounts pavable and accrued

cipenses (1,244) 7,342
Cash absorbed by operations {2,250,004) (2,520,524}
Interest recelved 4,693 2,715
et cash used in pperating activities {2,245,311) (2,317,809
CASH FLOWS FROM INVESTING

ACTIVITIES
Increase mn ather noncurrent 455015 {236,302} (263,582)
Increase in recelvables from a Subsidiary - (176,558) (169 424}
Met cash wsed in investing activities (412.950% (433,006
CASH FLOWS FROM A FINANCING

ACTIVITY
Increase in due to related parliss 3,612,809 4,667 518
NET INCREASE TN CASH IN BANKS 454,008 1,716,703
CASH IN BANKS AT BEGINNING OF YEAR 2,222,038 35335
CASH IN BANKS AT ENDOF YEAR P3.1760,646 P2.222 038

Baa Nater 1 the Seoarant Fimancial Sralements.




CYBER BAY CORPORATION

NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1.

Bepovting Entity and Status of Operatinns

Cyber Bay Corporation (the “Parent Company™) was incerporated in the Philippines.
The Parent Company is invelved in real estate development {except real estate
subdivision) and reelamation. Incorporated in 1989, the Parent Company has changed its
name from First Lepanto Corporation 10 Guoce Land (Philippines), Inc. in 1994, w
Centennial City Inc. in 1996, and to Cyber Bay Corporation in 2000, The registered
office address of the Parent Company is GSE Management Scrvices Inc., Suite 2402
Discovery Centre, ADB Avenue, Ortigas Center, Pasig City.

On March 30, 1996, the Parent Company, Centrat Bay Reclamation and Development
Corporation {*Subsidiary™ and certain shareholders of Central Bay entered into a
Memorandum of Agreement which invelved the restructuring of the Parent Company and
the consolidarion of certain busincases and assets of the Paremt Company and Central
Bay.

The restruchiring of the Parent Company entailed the wansfer to Prime Orien Philippines,
Inc. (POPD) of the Parent Company’s invesiments in the following eorporations: Tutuban
Properties Inc., Guoco Property Development Inc., Manila Southceast Development
Corporation, Mandaue Resources and Realty Corporation, Luck Hnock Ventre Holdings.
Inc., First Lepanto Ceramic Wares Ine. and First Lepanto Realty Inc. and the settlement
of all intercompany liabilities relating to such corporations.

The business consolidation invelved the issuance by the Parent Company of 4 billion
sharcs of stock (with par value P1.0O0 per share) to certain Central Bay sharcholders in
exchange for 4.8 million Centrat Bay shares of stock (with par value of P100.00 per
share) held by the Central Bay sharcholders. Upon completion of the business
consolidation, the Parent Company assumed full ownership of Cendral Bay, including the
fatter's Jomr Venture Agreement {TVA) with he Philippine Reclamation Autherity
(PRA} (formerly known as the Public Estates Authority) to reclaim three partially
reclaimed and substantially erpded islands (the “Three Tstands™) with a lotal area of 750
heetares along Manila Bay (the “Project™ as it8 new property core holding.

With the Project, the Parent Company is afforded a unique flagship waterfront
development; ab 750 hectares, it is intended to be a substantial fully integraicd township
that can spearhead the redevelopment of the Manita Bay in tandem with the
sovernment’s progressive Bay City Development.

Lindate on Subsidiary s Operations

On April 25, 1995, (he Subsidiary entered into a Joint Venture Agreement (WA with the
Philippine Reclamation Authority (PRA), formerly Public Iistares Autherity, for the
gomplete and entire reclamation and horizontal development of 4 portion of the Manila-
Cavile Coastal Road and Reclamarion Project (the “Project™) consisting of three partially
reclaimed and substantially ereded istands {the “Three Islands™) along Emilio Aguinaldo
Boulevard in Paranaque and Las Pinas, hetro Manila with a combined total arca of 137.8
hectares, another arca of 242.2 hectarcs contiguous o the Three Islands and, at the
Subsidiary’s option as approved by the PRA, an additional 350 heetares more or less to
regularize the configuration of the reclaimed area. The Subsidiary proceeded with the
implementation of the Project after having obrained all the govermnment licenses,
environmental and other permits and approvals necessary for the reclamarion.




However, as raled and decided by the Supreme Cowit and after filing {or malion for
reconsideration and matiun for re-deliberatinn, the JWA is considered to be null and void
b mitio on the ground that the reclaimed parcels of land are part of the public dnmain
and cannot be disposed of by the PRA to private compnrasions,

Despiic the nullity of the TVA, the Subsidiary is not precluded by the Supreme Churt
from recovering from the PRA, costs and expenses incurred in implementing the JVA
prior to ils nullification.

The Subsidiary has spent a considerable amount on the Project which continues w be
charped with interest cugts, Without prejudice to any other rights and remnedics to which
the Subsidiary may be entitled pursuant o the JTVA andinr the law, the claims for
reimbursements must be submitted 1o the FRA.

The Parent Company and Cenral Bay pursued the filing nf the clauns with the PRA for
the reimbursements of the total Project development cost, Project-related receivables and

the correspondmyg inkerest therean.

On August 10, 2007, the Parent Company, in behalf of Central Bay, filed its claim [or
reimbursement with the PRA amounting 1o P10.23 billion for the initial payment of all
costs, losses, liabilities and expenses computed as at Decernber 31, 2006, On August 17,
2007, PRA requested for the details and Suppnrting documenss ¢f the claims which the
Parem Company cnmplied with on September 5, 2007,

Cm July 15, 2008 the Parent Company requesied for the status of the claim and on
Juby 18, 2008, PRA responded and stated therein that PRA is still evaluating the claim
and the supporting documents submitted by the Parent Company.

On November 20, 2009, the Parent Company senl a letier tn the PRA for the payment of
appraximately P13.4 billion. This amount represents all costs. Insses, liabilities, and
expenses incurred by Central Bay computed as of September 2009 pursuant w the
Amended IV A,

On February 8, 2010, Central Bay received a leuer frim PRA informing Central Bay that
based on the books and records of PRA, the latter was ablc tn verify a toial amouni of
P1.0 billion of Central Bay’s claims which is still subject s audil by the Commission on
Audit (COA). In this regard, Central Bay is directed @ furmish PRA with the
details/breakdawn of the said amount duly certified including all supporting ducuments,
official receipts and other proofs of payments as well as audited financial statements.
Central Bay provided the documents requesied on March 5, 2010, Management frtends
to cooperale with the PRA in order th process ies claims,

On Decernber 13, 2010, Central Bay filed a pesition with the COA in claim for
reimbursement with the revised amount of P11.5 bitlion {down from the initial claim of
£13.4 bitlion) and not merely P1.0 hillion as initially verified by the PRA. Considering
that PRA hay already wvalidated and acknowiedged Central Bay's claim for
reimbursement amouited to P1.0 billion, the only issue submitted tn the COA is whether
or not the other claims are likewise rightful items for reimbursement. Central Bay and
PRA panei engaged in weekly meetings and discussions from May tn Qctober 2011 in
arder to discuss and validase the Parent Cnmpany's claim for reimbursement for project
costs. Central Bay has submilied its final report on November 8, 2011,

After the validation process in 2014, the PRA informed Central Bay that the PRA has
verified an additional amount for refmbursement equivalent to P22 6 million. Central Bay
has unrl May 31, 2013 to file its reply with the COA,




For the vears 2014 and 2013, the Parent Company continues to reduce 115 operational
expenses and, through the efforts of its limited persenncl and utilizing very restricled
resouices, the Parent Company and Central Bay was able to consolidate all the records
pertaining to the Projeet from its local and foreign pariners,

Due 1o the cessation of the Project, the Parent Company failed to homor its loan
commitments and has incurred significant losses from accumutating intersst eosts and
penaltics, Net loss incurred for the vears ended December 31, 2014 and 2013 amounted
to P238.4 million and P209.F millien, respectively. The accumulated deficit as al
Dreeember 31, 2014 and 2013 amoonted to P22 billion and P37 billion, respectively.
The squity as al Drecember 31, 204 and 2013 amounted to PO.71 billion and P95 billion,
respeclively.

Diespite the nulliftcation of the Contract, management still intends to conlinue the Parent
Company’s operations and utilize any reimbursement that it may obtain trom the PRA 1o
fund other business and development ventures.

The ability of the Pareni Company and Central Bay to continue as going concem entities
will depend on the recoverability of Central Bay’s claims for reimbursement from PRA
and on the success of any business thar the Parent Company and Central Bay imnay
undertake. All of these mattars mdicate the existence of a material uncertainty which
casts significant doubt about the ability of the Parent Company and Central Bay to
continue a5 going concern srtitics.

2. Basis nf Preparation

Statemeant of Compliance

TFhe separate financial statemenis have been preparcd in compliance with Philippine
Financial Reporting Standards (PFRSs). PFRSs are based on International Financial
Reporting Standards (IFRSs) issued by the Internatinnal Accounting Standards Board
{IASE). PFRSs which are issucd by the Philippine Financial Reporting Council (FRSC),
conmsist of PFRSs, Philippine Accounting  Standards (PASs), and  Philippine
Interpretations issued by the Philippine Financial Reporting Standards Council (FR3C)
wnd approved by the Philippine Board of Accountancy (BOA).

In full coimpliance with PFRS 18, Consolidated Financial Statements, the Company «lso
prepares and issues consalidated financial staterents for the same period in which it
conscdidates its investments in subsidiary Such consolidated financial statements provide
information about the sconomic activities of the Company and its subsidiary {collectively
referred to as the “Group™) of which Cyber Bay is the parent company. The consolidated
financial statements are available ihrough the PSE.

The separate financial statements as at and for the year ended December 31, 2014 were
approved and authorized for issuance by the Parent Company’s Board of Directors
March 23, 2015,

Basis of Measurement
The separate financial staements have been prepared using the histozical cnst hasis of

acCouUnting.




TFunclinnal and Prgsentation Curreney

The separate financial statemerts are presented in Philippine peso, which i3 the Parent
Company’s functional curency. All values are rounded off to the nearest peso, except
when ntherwise stated.

Use of Judgments, Estimates and Assumptions
The preparation of the Parent Company’s scparate financial statements in cosformity

with PFRSs requires management to make judgments, estimates and asswnptions that
affect the application of accounting policies and amournts of assets, labilities, income and
expenses reported in tite separate financial statements at the reporting date. However,
uncertainty about their judgments and estimales could resuft in outcome that could
require a matetial adjustment to the carrying amount of the assel or lizbility in the future.

Judgmenis and estimates are reviewad on an ongoing basis and are based on lhistorical
experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances, Revisions are recognized in the pericd in which
the judgment and estimates are revised and in any fiture perinds affected.

Judgmsanis

In the process of applying the Parent Company’s aceounting policies, management has
made the Tollowing judgment apart from those invelving cstimations, which have the
most gigni ficant effect on the amounts secognized i the separate financial statenents:

Croing Concern

The Company has reported defieit amounting w P9.2 billion and P89 billion as at
December 31, 2014 and 2013, respectively. The abality of the Company 1o continue as a
going concern will depend on the recoverability of Central Bay's elaims  for
reimbursement from the PRA and on the suceess of any business that the Company may
undertake. Marasement assessed that these cfaims are fully recoverabie. As such, the
financial statements have been prepared on a going concern basis,

Estimares and Assumptions
The key estimates and assumprions used in the separate fmancial statements are based

upen management’s evaluation of relevant facts and circumstances as of the date of the
separate financial statements. Actual results could differ from these estimales:

Estimating Allowance for Impairment Losses on Receivables
Impairment losscs are made for specific and groups of accounts, where chiecrive
evidence nf impainnent exists. The Paremt Company evaluales these accounts based on

available facts and circutnarances.

Ag a1 December 31, 2014 and 2013, the Parent Company’s allowance for impairment
losses on receivables amounted to P7.3 millinn (see Note 5).

Estimating Alfowance for Impairinent Losses on Other Financiol Asset ared Nonftnanciol
Assery

The Parent Company assesses impatrment om other current asset and nonfingncial assets

whenever events or changes in circumstances indicale that the camying amcunt of such

aszers may not be recoverable, The faciors that the Parent Company considers important

which conld trigger an impainnent review include the following:

= significant underperformance relative to the expected historical ot projeeted future
operaling results;




» significant changes in the manner of use of the acquired assels or the strategy for
overall business; and

s simificanl negative indusiry or econemic trends.

An impairment loss is tecognized whenever the carrying amount nf an assel excends its
recoverable aimount.

As at December 31, 2014 and 2013, allowance for imparrment losses on invesunent in
and receivables from Subsidiary ameunted to P7.0 billion {see Note 6). As at Decomber
31, 2014 and 2013, allowancs for impairment fesses on other current assers arnnunted 1o
P{1.3 billion {ses Note 7).

Estimaing Realizability of Deferved Tux Assefs

The Farent Company revicws the carrying amounts of deferred tax assets at each
reporting date and reduces deferred tax assets (o the extent that it i5 nn longer probable
that sufficient taxabie profit will he avatiable (o aliow all or part nf the deferred tax assets

to be utilized.

Ag ar December 31, 2014 and 2013, the total amount of deductible tompaorary difTerences
and unused tax losses for which deferred tax assets have not been recognized is
P7.4 billion and P7.6 billion, respectively (sce Mote 12).

Provisions

The Parent Cnmpany, in the ordinary course of business, sets up approprizle provisions
for it present legal or constructive obligations, if any, in accordance with its policies on
provisions and contingencies. In recognizing and measuring provisions, management
takes risks and uncertaintics into account. As at December 31, 2014 and 2013, the
Ciompany does not have any legal or construciive obligations that require provision.

Cantingencies

The Parent Company currently has various legal claims, The Parent Company™s ¢srimare
of the probable costs for the resolurion of these cluims have been developed in
consultation with its legal counsel handiing the prosecution and defensc of these cascs
and is based upon an analysis of potential resulis. As at December 31, 2014 and 1013,
the Company did not acerue any possible losses as a result of the legal claims as they
have assessed these cases will not have a material adverse effect on its financial position

and results of operations.




3. Summary of Significant Accounting Folicies

The accounting policics sef out below have been applied consistently to all years
presented in these separate financial statements, except for the ehanges in accounting
policics as explained below.

Adoption of New and Revised Standards. Amendments o Standards gnd Tnrerpretations
The Parent Company has adnpted the following relevant and applicable amendments to
standards starting Jamuary 1, 2004 and sccordingly changed its accounung policies.
Except as otherwise indicated, the adoption of these amendments tn standards did not
have any significant impact on the Parent Company’s separate financial statcments.

«  Offsetting Finemcial Assets and Financial Liabilities (dmendments to FAS 32). These
amendments clarify that: {a} an entity currently has a legally enforceable right to sel-
off if that right Js not contingent on a future event and enforceable both in the normal
course of buginess and in the event of default, insolvency or bankruptey of the entity
and all counterparties; and (b} gross settierent is equivalent to net settlernent if and
ounly il the gross settlement mechanism has featuwres that eliminate or result i
insignificant ercdit and Hquidity risk and process receivables and payables in a single
setllement process or cyele. These amendments are effective for annual periods
beginning on or after January 1, 2014 and are 1o be applied refrospectively,

x  Recoverghle Amount Discloswres for Nomfinancial Assets (Amendments o PAS 36}
These narrow-scope amendments © PAS 36 address the disclosure of informarion
about the recoverable amount of iinpaired assets if that amount is based on fair value
less costs of disposal. The amendmeats clarified that the scope of thesc disclosures s
limiled te the recoverable amount of impaired assets thal is based on fair value less
costs of disposal. The amendments are 1o be applied retrospeetively for annueal
periods beginning on or after 1 January 2014. Earlier applcation is permitted far
pericds when the enrity has already applied PFRS 13.

»  Measwrement of short-term receivables ond payvables (Amendments ta PFRS [ 3, Fair
Value Measurement). The amendments clarify that shortterm rceeivables and
payables with no staied mrerest rate can be measured at their inveiced amounts
without discounting, if the effect of discounting 15 immaterial.




Standards, Atmendments 1o Standardy and Interpretations Issued bur Not Yer Adopred

A number of new standards, amendments to standards and interpretations are effectlive
for amual poriads beginning alter January 1, 2014, and have not been appiied in
preparing these separate financial statements. Except as otherwise indicated. none of
these are expected 1o have a significant eflect on the separate financial siatements. Those
which may be relevant to the Parent Company are set out below. The Parent Company
does nnt plan to adopt these standards early.

»  Annual Tmprovements to PFRSs: 2000 - 2012 and 2001 and 2013 Cpcles -
Amendments were made 1o a total of nine standards, with chanpes made 10 the
slandards on business combinations and fair value measurement in bnth cycles. Most
amendments will apply prospeetively for annual periods beginning on or after July 1,
2014. Earlier application is pennitted, in which case the relatwd cansequential
amendments 10 other PFR Ss would also apply. Special transitional requirements hav
heer set for amendments to the following standards: PFRS 2, PAS 16, PAS 35 and
PAS 4. The following are the said improvements or amendments to PFRSs, none of
which has a significant effect on the financial statements of the Company:

w  Definition of related pariy’ (Amendmenis fo PAS 24). The definision of a
‘related party’ is cxtended to include a management entity that provides key
managernent personnzt (KMF} services to the reporting entity, either directly or
through a group entily. For related party transactions that arise when JOMP
services are provided 1o a reporting entity, the reporting entity is required to
separately disciose the amounts that il has recognized as an expense for those
scrvices that are provided by a management entity; however, it is not required to
‘look through’ the mamagement entity and disclose compensation paid by the
management antity to the ndividuats providing the KMP services, The reporling
entity will also nced to disclose other transactions with the management CrLy
under the existing disclnsure requirements of PAS 24 - e g. loans,

To be Adopted on January 1, 2018

«  PFRS Y Financicl Fstruments (2014). PFRS 9 (2014) replaces PAS 39 Financial
instruments: Recosmition and Meoswrement and supersedes the previously published
versions of PFRS 9 that introduced new classifications and measurement
requitements (in 2009 and 2010) and a new hedge accounting model {in 2003}
PFRS 9 includes revised guidance on the classification and measurement o financial
assets, including & new expectsd credit loss model for calculating Impairment,
gsuidance on awn credit risk on fimancial liabilitics measurcd at fair value and
supplements the new general hedge accounting requirements published in 2013,
PFRS ¢ incorporates new hedge accounting requirements that represcni a major
overhau) af hedge accounting and introduces significant improvements by aligning
the accounting mare closely with risk manageiment.

The new standard is to be applied retragpectively for annual periods beginning ot or
after January 1, 2018 with early adoption permitied.

The Parent Company is assessing the potential impact on its financial statemcnts
resulting from the appiication of PFRS 9.




Financial Assats

Diate of Recognition. The Parent company recognizes a financial azset or a financial
liability in the separate stalements of financial position when il beeomes a party 1o the
contractual privvisions af the instrumert. In the casc of a regular way purchase ot sale of
financial assets, recoguition is done using settlement dare accounting.

Inttial Recognition of Financial Instrumenis. Financial assers are recognized initially at
fair value. Transaction costs are inciuded in the initial measurement of financial assets
and financial liabilities, except for financial instruments measured at fair value through
profit or loss (FVPL). Purchases or sales of Bnancial assets are recogiized on the
zettlement date,

Financial assets arc classified into the folluwing categories: financial asset at FYPL,
{oans and receivables, held-to-maturity (HTM) investnents, and available-for-sale (AFS)
financial assets. The Parent Campany determines the classification at intrial recognitinn
and where allowed and appropriate, re-svaluates such designation at every repotting date.
The Parent Company has not designated any [inancial assets as financial asset at FVPL,
HTM inveatments or AFS financial assers.

Loans and Receivables. Loans and receivables are non-desivative financial assets with
fixed nir determinable payments and fixed maturities that are not guoted in an active
market, They are nut entered into with the intention af immediate ot short-lerm resale.

After initial measurement, the loans and receivables are subsequently measured at
amortized cost using the effective interest methed, less any allowance for impairment.
Amortized vost iz caloulated by taking intn acCount any discount ar premiwn on
acquisition that are an integral part af the effective interest rate, The amortization 15
included as interest income in profit or loss. The losses arising from impairment of such
loans and receivables are recognized in profit or losa.

The Paremt Company’s cash in banks, receivables, receivables [rom a Subsidiary,
receivables from related parties and security deposits are included in this category.

"ash in banks is stated at iz faco value.

Finapcial Liabilities

Financial liabilities are classified into two categories: financial liabilitics at FVFL and
other financial liabilities. The Parent Company determines the elassification at mitial
reengnition and where allawed and apprapriate, re-evaluutes such designation at every
reporting date. The Parent Campany has not designated any financial liability at FVFL.

Other Financial Liabilities. This catcgory pertains to financial Habilities that are not held
for trading or not designared as ar FVPL upon the inception of the liability, These
include liabilitics arising from operations {e.g. accounts payable and aceried expenses.
due 1o related partics) or borrowings (¢.g., loans payable).

The liabilities are rocognized initially at fair value and ave subsequently carried at
amortized cost, taking into aectiunt the impacl of applving the effective interest methnd
of amnrtization {or accretinn) for any related premium, discount and any directly
attributable transaction costs.

The Parent Coompany’s agcounts payable and accrued cxpenses and due to related parties
are ncluded in this calegory.




CHfeetiing Financial Tnstruments

Finaticial assets and {inancial liabilities are uilsel and the nel amuunt is reporled in the
scparale staternersts of Dnancial position if, and only if, there is a currently enforceable
lagal right to offset the recognized amounts and there is an intention 1o seilie on & net
basis, or o realize the asset and settle the liakilily simulfancously.

Cerecoenitinn of Financial Assets and Liabilitics
Fingneial Assets. A financial azset {or, where applicable, a part of a financial asset or part
of a group of similar financial assets} is derccognized when,

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

= the Parent Company retains the right 1o receive cash flows from the asset, but has
assumed an cbligation to pay them in full without material delay 1o a third party
under & “pass-through’ arrangement, or

* the Parent Compary has rransferred its 1ights (o receive cash Oows from the asser and
etthar: {a) has transfemed substantially all the risks and rewards of the asseq; or
{b) has ncither transferred nor retained substantially wl the risks and rewards of the
asset, but has transferred control of the asset.

When the Parent Company has transferred (18 vights 1o receive cash flows from an asset
and has ncither transferred nor retained substantially all the deks and rewards of the asser
nor transfereed control of the asset, the asser is recognized to the extent of the Parent
Company’s contimiing invelvement in the asset. Continuing involvement that takes the
form of & goarantee over the wansferred asset is measurcd at the lower of the original
carrying ampunt of the asset and the maximum amount of conszideration that the Parcnt
Company could be required 1o repay.

Finaneiol Liabilities. A finaneial liability s dercocognized when the obligation under the
Hability is discharped, cancelled or has expired. When an existing financial liabitity is
replaced by another from the same lender on substartially different tenins, or the terms of
an existing lability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new [iability.
The difference in the respective carrying amounts is recognized in profit or loss.

Impairment of Financial Assets
The Parent Company assesses at each reporting date whether a financial asset or group of

financial assct 8 impaired.

Assets Carried at Amoviized Cost. The Parent Company first assesses whether objective
evidence of impairment exists individually for financial asscts that are individually
significant, or vollcetively for financial assers that are not individually significant. If the
Parent Company determines that no objective evidenee of impairment cxists for
individually assessed financial asset, whether significant or not, it incledes the asset in a
group of financial assets with similar credil risk characteristics and collectively assesses
for impairment. Assets that are individually assessed for impairment and for which an
tropairment loss is, ur continues to be, recoymized are not included in a collective
assessinent for impaiemeant.




If thete is objective evidence that an impairment loss has been incurred, the amount of
the foss is measured as the difference between the assels’ carrying amount and the
present value of the estimared future cash flows (excluding future credit losses that have
not been mewred) discounted at the financial asset’s original effective interest rate
{i.e. the effective interest rate comaputed at initial recogmition). The camrying amaount of
the asset is reduced through use of an allowance account and the amount of loss s
charged Lo profit or loss,

If, in subsequent years, the amount of estimared impatrment loss decreascs because of an
cvent occurring after the impairment was recognized, the previously recognized
impairment Joss is reversed.  Any subsequent reversal of an impairment lnss is
recapnized in profit or loss, to the extent that the carrying value of the asset does not
exceed its amartized cost al lhe reversal date.

Investment in a Subsidiary

Investmant in a Subsidiary is accounted for under the cost methad. The nvesiment is
catried in the separate slalements of financial position at cost less any impairment in
value. The Parent Company recognizes income from the investment cnly to the extent
that the Parcnt Crmpany reccives distributions from accwmnulated profits nf the
Subsidiary atising after the date of acquisition. Distributions received in cxcess of such
profits are regarded as recuvery of investment and are recogmized as a reduction nf the
cost of the investment,

A Subsidiary is an ertity controlled by the arent Company. Conirol exists when the
Parcnt Cnmpany has the power to gnvern the [inancial and operating policies of an entity
scr as o obtain benefits from its activiries. In assessing contral, potential vating rights that
presently are exercisable are raken into accourt.

The reporting dates of the Parert Company and its Subsidiary are identical and their
accounting policies conform to those used by the Parern Company for ltke transaciions
and evenrs in similar cireumsrances,

Impaimment of Nonfinanctal Assets

The carrying amount of tnvestment in Subsidiary 1s reviewed for tmpainnent when
cvettts or changes in circumstances indicate that the carrying valte may nol be
recaverable, If any such indicatjon exists, and if the carrying value excerds the estimaled
recoverablc amount, the assets are written down w their recoverable amounts. The
recoveeable amount of the asset is the grealer nf fair valuc less costs of disposal and value
i use. The fair value fess costs to sell is the amownt abtainable fram the sale of an asset
in an arm’s length transaction belwsen knowledgeable, willing parties, less costs af
disposal while value in use is the present value of estimared future cash flows expected to
arise from the continuing use of an assct and from its disposal at the end of 1t useful fife.
In assessing value in use, the cstimared futire cash feows are discounted 1o thair presemt
value using a pre-tax discount rate that reflects current marker assessments of the time
valuc of monev and the risks specific to the asset. Impairment losses of continuing
opetations are recognized in profit nr foss in those expense categories ennsistent with the
function of the impaired asset,

S 10 -




Ap assessment is made at each reporting date as to whether there is any indication that
previousty recognized impainment losses may no longer exist or may have decreased.  1f
such indication exists, the reenverable amount is estimated. A previously recognized
impairment foss i5 reversed puly if there has been a change in the estimates used to
determing the asset’s recoverable amount since the last impairment loss was recognized.
Tf that is the case, the carrving amount of the asset is inereased tn its recoverable amount.
That increased amount cannat excoed the €arrving amount that woukd have been
determined, net of depreciation, had no impairment loss been recognized for the assel in
prinr years. Such reversal is reeugmized in profit or loss,

Capital Stock and Additional Paid-in Capital
Capital slock is composed of commen stock and preferred stock and i classified as

equity. Incrernental cost directly atiributable to the issue of capital stock, if any. is
recognized as a deduction from equity, net of any tax effects.

When shares are sobd a1 a prenium, the differenee between the proceeds and the par
value is eredited to “Additional paid-in eapital” account.

Dieficit
Deficit represents the aceumulative balance of net loss, as reported in profit or loss and
priot periad adjustment.

Eevenue Recoanition
Revenue is recognized to the extent that it is probable that the econumic benefits will
flow tn the Parent Company and the revenue can be measured reftably.

Interest income is recognized as he intercst accrues, taking into account the effective
vield on the assst,

Expense Recognition
Expenses are recognized upon receipt of goods, utilization of services or at the date they
are ingured.

Expenses are also recognized in when decrease in future economic banaefit related to a
decrease in an asset of an increase in a liability that can be measured reliably has arisen.
Expenses are recognized In profit or less on the basis of a direct aggociation betwonn
costs incurred and the earning of specific items of income; on the basis of systenatic and
ratiomal allocation pracedures when cconomic benefits are expected to arise over several
sccounting periods and the association ean only be bivadly or indirectly determined; or
immediately when an expenditure produces no future economic benefits or when, and to
the extenl thai future cconpmic bonefits do not qualify, or cease lo qualify, for
recognition in the separate statements of financial position as an asset.

Incorne Taxes
Inenme tax for the year comprises of current and deferced tax. Ineome tax i recognized

in profit or loss except to the extent that i rélates to items recognized directly in cquity,
in which cas® it is recognized n squity.

Current income tax is the cxpected tax payable on the taxable income [or the year, using
tax rates enacted or substantively enacled at the repurting date, and any adjustment o tax
payable in respect of previous years.
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Dieferred tax is recognized in respect of temporary differences belween the carrving
amounts of assets and Habilites for financial reporling purposes and the amounts used for
asation purppses and the carry forward bepefits of net operating loss cary over
(MOLCO). Deferred tax agsets and liabilities are measured af the tax rares that are
applicable to the period when the asset i5 realized or the liability is settfed, bascd on tax
rates (and tax laws) that have been enacted or substantively enacted at the reporting date,

A deferred tax asset is recognized onfy to the extert thal it is probable that future taxable
profils will be available against which the asset can he utilized, Deferred tax assets are
reduced to the extent that it is no longer probable that the rclated tax benefit will be
realized.

Deferred tax assets and deferred tax Habilitics are offzet, if a legally cnforceable right
exists To set off defewed tax assets against deferred tax lLiabilities and the deferrcd taxes
relate to the same taxable entity and the samc tfaxation authority.

Related Parties

Parties are considered to be relared if one party has the ability, dircetly or indirectly, 1o
cuntrol the other party or cxercise significant influence aver the other parly in making
financial and operating decisions. Parties are also considered to be related if they are
subject 1o common control. Related parties may be individuals or corporate entitics,

Provisions

Provisions are recognized only when the Parent Company has: (a) a present obligation
(tegal or construetive) as a result of past event; (b) it is probable (i.e., more likely than
not) that an outflow of resources embodying economic benefits will be required 10 sertle
the obligation; and (c} a reliable estimate can be made of the amount of the cbligation, If
the effect of the Ume value of money is materfal, provisions are determined by
discounting the expecled futmre cash flows at a pre-tax rate that reflects current market
assessment of the time value of money and, where appropriate, the tisks speeific w the
Hability. Where discounting is used, the increase in the provision duc to the passage of
time is recognized as interest expense. Where the Parent Company expects a provision o
be refmbutsed, the reimbursement is recognized as a separate asset but tmly when the
receipt of the reimbursement is virtually certain. Provisions are reviewed at each
reporting date and adjusted 10 refiect the current best estimate.

Contingenties

Congingent liabilities are not recoginized In the separate fimancial statements but are
disclosed in the motes 1o the separate financial statements unless the possibility of an
outflow of resnurces embadying economic benefits is remote, Contingent assets are not
recognized in the separate finanetal statements but are disclosed when an inflow of

economie benefits is probable,

Events Aferthe Reporting Date

Pnst vear-end events that provide additional information about the Parent Company’s
financial position at the reporting date (adjusting events) are reflected in the separare
financial statements. Post year-cnd events that arc not adjusting events, 1 any, are
disclosed in the notes tu the separate financial statements when material,
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4, Finarcial Risk Management

The Parent Company has expesure o the following risks from its usc of financial
instruments:

»  Credit Risk
»  Liguidity Risk
» Intcrest Rate Risk

This note presents information abour the Paremt Crimpany’s exposure to each of the
above risks, the Parent Crimpany’s objectives, policies and processes for measuring and
managing risks, and the Parent Company s management of capital.

The BOD has overall responsibility frr the establishment and oversight of the Parent
Company’s risk management framework, The BOD is responsible for developing and
monitering the Parent Company’s risk management policies.

Credit Risk

Credit risk is the risk of financial loss to the Parent Company if a counterparty o a
financial instrument fails tm meer irs contractual obligations, and arises principatly from
the Parent Company’s cash in banks, receivables, receivables from a Subsidiary and
receivables from related parties and security deposits.

The aging of the Parent Company’s financial assel are subject 10 cpedit risk are as

Fallosws:
2014
Gross  Neither Past
Carrying e nor Past due but nat  Overdue and
Armount Impaired [mpaired Impaired
{ath in bankes F3,176,646  P3.176.646 F - r -
Reeetvahlcs T AE9, 854 - - T AL RS
Eeveivahles from a Subsidiary 5, 264,060,751 - 2838140026 2,726 820725
Foceivables fram related parties 193,834 - - 193,854
Sepnriy deposils 139,739 - - 139,732
PS5 275971844 PRLITGE46  P2,53e, 149026 PL734.646,172
2013
Gross  Mzither Past
Careying Duepar  Past dus but oot Dverdus and
Amaunt Impaired lmpaiced Trnpaired
Cash in banks pe 222,038  P2,222,023 o P -
Feceivables 7A8% 854 - - T.489,854
Recaivables from a Subsidiary 3,264 793193 - 2,537,072 468 726,828,725
Ruerjvables fenm relalsd parties 193,854 - - |5 554
Secuviny depnsils 139,739 - - 130739
B5274.540,678  P2222.008  P2AIT972458 P2 754,646,172

Liquidity Risk

Liquidity risk is the risk that the Parent Company will not be able to meet its fmancial
obligations as they fall due. The Parent Company iz exposed to the possibility thar
adversc changes in the business environment andior operatinns would resull o
substantially higher working capital requircments and the subscquent diffeculty in
financing additional working capital.
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As discussed in Note 1, the ability of the Parent Company to canfinie as a going concern
entity will depend on the recoverability of Central Bay™s claims for reimbursetnent frim
PRA and on the success of any business that the Parent Company may undertake, The
Parent Company is in default of its loan obliftions since October 1998,

The following are the contractual maturities of financial liabilivies, including estimated
interest payments and excluding impact of netting agreements:

As at December 31, 2114

Carrying Conlraclual & ¥Manths G-12  Ower One
Note A mount Cash Flaw or Less _Maolbs ¥ear
Wonderivative financial
lia hilitics
Aepants payahle and
acerued expensest & P 2R2 627 F0212,627 M 21627 F - -
Due to relarcd pamics ¢ LE20EER,DES 1,520 965,163 L4320 008 165 - .
F1L830,180,702  PELE30,180.792  FI530,180,792 E - F -

Akwctueding withhodding tax pawahis

Az ar Decsmber 312013

Camring {Contraclual 6 Montig G-12 OverOne
Note Aumaunt Cash Flaw o1 Less Monthz Tear
Toncderivalive Tipancial
Lrabililizs
Accaunts payabls and
acered expenses® & PR153.200 PO, IES 200 P9, 183,200 - P -
Due do related partics ¢ 1,381 tR3 268 158), 143,268 1381183 288 - -
F1,580 360 408 FLIP0586.468  Pi 500306468 P - P -

*Exriging wirhlialding for popaile

Interest Rate Risk
The Parent Compsni’s exposure to interest rata risk pertains 1o its due 1o refated parties
resulting from interest rate vilarilities,

As at December 31, 2014 and 20113, the interest rate profile of the Parent Company’s
interest-bearing financial instruments pertains to due o related parties. For the years
ended December 31, 2014 and 2013, interest expense recognized on these due 1o related
parties ampunted to P024 billion and PO.21 billion, respectivcly. As the Parcnt
Company’s due to related parties bears fixed interest rate, it is not significantly exposed
to fluctuation in market interest rates.

Fair Valucs

The fair values of financial asscts and liabilities approximare their earrying amount due
1o the relatively short-lorm nature of these financial instruments. The Parent Company s
in defautt of its pbligation rendering thern dus and demandable.

Capital Managgment
As diseussed in Note 1 to the separate financial statements, significant cvents have

oeeurred which indicate the existence of a material uncertainty which casts significart
doubt about the ability of the Parent Company o continue as a going congern entity. The
ability of the Parent Company 1o cpntinue as a gbing concern entity will depend on the
recaverability of Central Bay's claims for reimbursement and on the suceess of amy
business that the Parent Company and Central Bay may undertake.
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The Parent Company monitors capital on the basis of the deht-tn-equity ratio which is
calculated as total debt divided by fotal eguity. Total debt is equivalent to accounts
payable and accrucd expenses and due to related parties. Total ¢quity comprises the
capital stock, payable tn stockholders for conversion to cquity, additinnal paid-in capital
and deficit,

There were no changes in the Parent Company’s approach to capital management during
the vear.

5. IReceivables

This avcount & at December 31, 2014 and 2013 consists of receivables from:

Note
Tenants { PL32T207
Orthers i 162,557
7 480 854
_Less allowance for impairment fosses 7480 854
P

Above receivables ate all currently due and deinandable from the debiors.

The movements in allowance for impairment losses on receivables are as follows:

2084 2013
Balance at beginning of year P7.485,854 P7,482.2335
Provision for impaimment losses - 7,509
Balance at the end of vear P7,489,854 TARD R34
6. Investment in and Receivables from a Subzidiary
This account consists of;
Note J014 2013
Central Bay:
Investment in shares of stock P4.259,539247  P4,255,559,247
Reoccivahles 4 5,264,942 751 5,264,793,193
0,524,528.908 0,524,352 440
Less allowance forn
Impairment in value 4,259,559 247 4,259,550247
Impairment losses 2,7260,820,725 2,726 BH1 715
6,.9840,379.072 6,050,370.072
P233814902a P2 337,972,468




The Subsidiary used ithe P2.7 billion to finance the nitial phase of the Project and
working capital requirements. In 2012, the Parent Company made advances to its
Subsidiary which pertain to payment of income tax amounted 1o P5.2 million. The Parent
Company also provides advances to its Subsidiary to finance its working capilal
requiremnents such as professionat fees and taxes and licenses, As at December 31, 2014,

such advances were siill outlstanding,

The summarized finaneial information of the Subsidiary as at and for the years ended

December 31 i3 as follows:

N 214 2013
Total assets P612,430,663  Pol2,430.663
Total liabilitics 5277,341,813  5277.146,055
Capial deficiency (4,664 911,150 (4,664,715,392)
Met loss N (195,758) {P176.424)

7. Other Noncurrent Assets

This account consists of!

Note 2014 2013
Prepaid taxes P3089,097 P2,833,305
Receivables from related parties 4 195,854 195,854
Security depasits 4 139,739 139739
_Ohers 20,142 20,142
3,445,432 3,209,040

Less allowance for inpairment losses on

prepaid taxes and receivables from

relited parties 3,049,158 3,049,138
P306,274 P159,882

Prepaid taxes consist of input taxes and tax refund.

The movements in allowance for impairment losses on olther nonowrent asscts are as

folbotys:
2014 2013
Balance at beginning of yoar P3.040.158 P1,854,6064
Proviston for impairment loss - 1,194,498
Balapce at the end of year F3,049,155 F3,049.158
8. Accounts Payable and Accrued Expeuoscs

This aceount consists of:
Note 2014 2013
Accrued exponses 4 P2887.845 F2,858,415
Payable to third party 4§ 1,938,533 1,938 533
Withhalding tax payable 17,490 48,101
{Others 4 4,386,249 4,386,252
$9.230,117 P9.23]1.361
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Pavable to third party pertains to advanees to Centasia.

9. Itelated Party Transactions

In the ordinary course of business, the Parent Company has fransactions with related
parties summarized as follows:

Cutstandiag
Balances
Amoaent of Due 1p
Catemory Yiar Ref  Transartion  Retaoed Tarties Terms Coetlitions
Sharchotders
Prime Crion Philippines
Jne (RPN
(ash advamee 014 P - P6.969.21T  Due and demandable; Lingecored
203 - S965.217  bmierest bearing
Imlerest expensc A0 a 2. 180,74 49,751.048
215 T LE93 325 T2
Other Shargnoiders
Cash azvance 2014 - 11,540,787 Due and demzndable; Ungerwred
2113 - 314849787 interest bearing
Inlarest exponse 20 a 233,991,234 12083, 160
2013 5 F03ATGASG 1,528 001 956
Primera Comemisreia
Holding, Inz, (Frimeri]
Cash adwvanze 214 3612869 3280388  Duceind demandahie; Unsecured
2013 46687519 24567519 pen-inferest bearing
talian 1 hai
[ash advarnce Zr1d - 2035565  Ducand demandable; Unsecured
2pE3 - 28555363 non-inlecest benring
) i PLALBER, LG5
2013 ©1.251,155,268

a} Cash advavcer [rom POPT and other shareholders bears interest of 15% per annur,
compounded annually until fully paid. The payment term which was stipulated in the
Repayment Aprecment for such advances are approved by the BOD on MMarch 14,
2003.

At the option of the above stockholders, payment shall be settled and paid according
io an¥ or a combination of the following:

v In cash by the Parent Company;

+ I common shares of the Parent Company, through the issue, at par value, by the
Parert Company of pew common shares.  Under this option, the sharaholdar
must exercise his right 1o convert the Project related payable into common shares
of the Parent Company when the weighted average market price of the shares
within 30 trading day period is at PO.93 or above, at a price approximate w the
par vilue of the shares; and

«  Through assignment by the Parent Company of all its rights, itles and intercst in

and to any salable portion of the reclaimed fand in the Project, as identified by
the ahave stockholders aod subject 1o the BODY's approval,
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b.} The Parent Company obrains cash advances from Primera to support its day to day
operations. These advances are payable on demand. As at December 31, 2014, the
stockholders have vet to decide what option to take o settle outstanding pavable.

¢} The Company has no key management personnel as at December 31, 2014 and 2013,

10. Capital Stock

The preferred shares may be issued in tranches or series, redeemable at the option of the
Parent Company, hom-voting, eotitled fa preferential and cumulative dividends at the rate
not exceeding 12% per annum, and shall have such other rights, preferences, restrictions
and qualifications consistent with By-laws and the Asticles of Incorparation, as may be

fixed by the BOD at the time of their ssuance.

11. General and Admipigtrative Expenses

This aceount consists of:

2004 2013

Professional fees PIL.26%.600 B1.6a65,300
Listing and filing fee 715380 504,010
Supplies 104,507 109,263
Comsnunication, light and water B4.534 D3 8o
Taxes and licetises 14,974 15,124
Bank charges 8,704 o195
{hhers 51,005 170,580
P2,248,760 P2,567,866

“Oythers” includes various penalties charged by SEC and various expenses relative to

PEA claims and equity restructring,.

12, lncome Taxes

a.  The Pareni Company has no income tax expensc in 2014 and 2013

b. The reconciliation of income tax benefit compured at statutory income rax rate w the

income tax bencfil in profit or loss follows:

2014 2013
Loss before income tax (P238,416,095) (F209,134,22%)
Invome tax at statutory rate of 30% P71,524,829)  {P62,740,269)
Additions to {reduciiun in) incoine tax
restitlting from:
Expiration of NOLCO 49,779,466 56,247,272
Maovement in unrecagoized deferred tax
assets {49,104,838) 6,493 476
Interest income subject 1o final tax {1,408} (B13)
MNondeduclibl: interest expense 70,851,609 336
P - F -
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c. Deferred tax assels om the following deductible temporary differences and unusced
NOLCO have not been recognized as the Parent Company may not have sufhcient
taxzble income in ths {fulure to realize the benefits of the velated delerred tax assefs,

2014 2013

Allowance for impairment in value and

impairment losses on investment and

receivables P6 9%56,379.972 P6.936.375371
NOLCO 390,231,988 553,964,781
Allowanee for impairment 105585 on

recelvables 7,489,854 7,489,554
Allowance for impairment losses on other

nioncurTent asseis 3,049,158 3,049,158

P7,387,200,97%  P7 330,883,765

d. As at December 31, 2014 the composition of NOLCO that can be claimed as
deduction from future taxable income is as [llows:

Expired
Amount DParing the Remaining Year of
Year Incurred Incurred Year Balance  Expiralion
2011 P165,931.5537 (P165,93]1,353) P - 2014
2012 180,099,501 ~ 180,095,501 205
2013 207833 727 - 207.933,727 2014
2014 2.248,76( - 2248 760 2017

P556.213,541  (P165,931,553) 390,281 988

13, Supplementary loformation Required by the Burcan of loternal Revenue (BER)

In addition to the disclesures mandated undsr PFRS, and such other slandards and/ur
conventions as may be adopred, companics are reguired by the BIR to provide in the
notes to the separats financial statements, certzin supplementary information for the
taxable year. The amounts relating Lo such information may not necessarily be the same
with those amounts disclosed in the separate financial statements which were prepared in
accordance with PFRS. The following is the tax infortnatinn required for the taxable year
ended Oecember 37, 2014

Baszed on BR No, 15-2010

A, Value-added Tax (VAT)

Input VAT
Beginning of year 1,647,943
Services lodged under other accounts 236,352
Balanes at ¢nd of year 1,854,335

RB. Withholding Taxes

Expanded withholding raxes Pl64,165
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C. All Other Taxes (Local and National)

threr taxes paid during the year recognized under
“Tixes and Heenses™ gocount under General and
Administrative Expenses
License and pecmit fees F14.974

There is ne other infonmation to be disclosed with respect Lo excise tax and
documentary stamp tax as the Parent Company did not incor the above-mentioned
taxes.

As at December 31, 2014, the Parent Company has no pending rax court cases nor has
received tax assessment notices [Tom the BIR.
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CYBER BAY CORPORATION
SCHEDULES TO FINANCIAL STATEMENTS
Amounts in Thousands

Schedule A.  Marketable Securities

Name of Issuing entity and asssociation Number of shares or | Amount shown | Income received
of each issue incipal aamounts of bond in balance sheet| and accrued

Not Applicabl

D

Schedule B.  Amounts Receivable from Directors, Officers, Employees, Related Parties and Principal Stockholders

Name and Designation Balance Amounts Amounts Balance
of debtor December 31, 2013 Additions Collected written off Current | Not Current | December 31, 2014
MCRP Construction Corp. 114,460 114,460
Tenants 7,327 7,327
Others 6,247 6,247
Allowance for doubtful accounts (128,034) (128,034)
TOTAL - - - - - - -




CYBER BAY CORPORATION AND SUBSIDIARY

AGING OF ACCOUNTS RECEIVABLE

Amounts in Thousands
As of December 31, 2014

Past Due Accounts
Total 1 Month 2 Months 3 Months 4 Months& Over | & Items in Litigation
a. Trade Receivables
1 Tenants 7,327 7,327
Less: Allowance (7,327) (7,327)
Net Trade Receivables - - - - -
b. Non-Trade Receivables
2 Public Estates Authority 611,850 611,850
3 MCRP Construction Corp. 114,460 114,460
4 Others 6,247 6,247
Less: Allowance (120,707) (120,707)
Net Non-Trade Receivables 611,850 - - 611,850 -
TOTAL RECEIVABLES 611,850 - - 611,850 -

Type of Receivable

Nature / Description

Collection Period

1 Tenants

2 Public Estates Authority
3 MCRP Construction Corp.
4 Others

Trade receivables from tenants
Intercompany Receivables
Intercompany Receivables

Under Litigation




CYBER BAY CORPORATION
SCHEDULES TO FINANCIAL STATEMENTS
Amounts in Thousands

Schedule K.  Capital Stock

No. of shares reserved

Title of No. of shares No. of shares issued for options, warrants No. of shares held Directors, officers Others
Issue authorized and outstanding convertion and others by affiliates and employees
Preferred 7,000,000 6,467,951 6,467,951
Common 7,300,000 6,806,879 6,806,879
TOTAL 14,300,000 13,274,830 - - - 13,274,830




CYBER BAY CORPORATION

SCHEDULES TO FINANCIAL STATEMENTS

Amounts in Thousands

Schedule I.

Indebtedness to Affiliates and Related Parties

Name of Affiliate

Balance
December 31, 2013

Balance
December 31, 2014

Primera Commercio Holdings, Inc. 4,667 8,280
Italian Thai (BVI) Int'l. 2,036 2,036
POPI 14,538 16,719
Other Shareholders 1,559,942 1,793,933
TOTAL 1,581,183 1,820,968
Schedule J. Guarantees of Securities of Other Isssuers

Name of Issuing entity of
Securities guaranteed by the company
for which this statement is filed

Title of issue of
each class of
securities guaranteed

Total amount
guaranteed and
outstanding

Amount owned by
person for which
statement is filed

Nature of
Guarantee

Not Applicable




CYBER BAY CORPORATION
SCHEDULES TO FINANCIAL
Amounts in Thousands

Schedule G.  Other Assets

STATEMENTS

Balance Additions Charged to Charged to Other Balance
Description December 31, 2013 at Cost cost and expense other accounts Changes December 31, 2014
Pre-operating Expenses -
Deferred Charges -
Miscellaneous Deposit 140 140
Input Tax 1,647 236 1,883
Prepaid Expenses 1,206 1,206
Others 216 216
Allow for non recoverability (3,049) (3,049)
TOTAL 160 236 0 396
Schedule H.  Long Term Debt
Title of Issue and type of Amount Current portion of |  Amount shown
Obligation authorized Long Term Debt | in Balance Sheet
Not Applicable

TOTAL




CYBER BAY CORPORATION
SCHEDULES TO FINANCIAL STATEMENTS
Amounts in Thousands

Schedule E.  Property, Plant and Equipment
Balance Additions Other Balance
Classification December 31, 2013 at Cost Retirements Changes December 31, 2014
Transportation Equipment - -
Office Equipment - . -
Furniture & Fixtures - Not Appl ICabIe -
Office Improvements - -
TOTAL - - - -
Schedule F.  Accumulated Depreciation
Balance Additions Other Balance
Description December 31, 2013 | charged to expense Retirements Charges December 31, 2014

Transportation Equipment -
Office Equipment -
Furniture & Fixtures -
Office Improvements -

Not Applicable

TOTAL -




CYBER BAY CORPORATION

SCHEDULES TO FINANCIAL STATEMENTS

Amounts in Thousands

Non-Current Marketable Equity Securities, Other Long-Term Investment in Stocks, and Other Investments

Schedule C.
Number of shares Amount Equity in earnings Distribution of Number of shares Amount Dividends Received
Name of issuing entity principal amount in pesos (losses of investees) Other earnings by Other principal amount in pesos not accounted for
for the period investees by the equity method

Not Applicable

Schedule D.

Indebtedness of Unconsolidated Subsidiaries and Affiliates

Name of
Affiliates

Balance
December 31, 2013

Balance
December 31, 2014

TOTAL




STATEMENT OF MANAGEMENT'S RESFONSIBILITY
FOR CONSOLIDATED FINANCIAL STATEMENTS

“he management of CYBER BAY CORPORATION (Carporaticn) s resnons ble for the preparation and
fair presentation of the financial stalamarts of Syber Say Coracration and SLosidiary as of anc for tha
vears ended December 31, 2014 and 2013, ncluding the adctianal componerts attachad tharain, in
accordance with tha prescnbed fnancizl reporting ‘ramawork irdicates harein. This resporabilily
includzs designing and impiemerting internal contrals relevant to the praparabion ard fair eressatat oo
of Frandial stalareats that are fres frem mater 2 rmisstatamant, whether dus o fraud or error,
szlecing and saplying approprate ascounbag 20.ci25 and makng acioonting estimates that ara
reasceadle in the crcamstanses

The Boarg of Dirgctors roviews a9 appravas tha insrcial staements and subouts the same b the
siockirolders.

R.G. Marabat & Cro, tne ndepondent auditors zppaintad by tne Aucs Jommedtos gnag the
gtoc<helders. hus sudited the firans & staements as of Dazember 31 2014 and 2013, ard for 23
of the trras y2ars in the ozrigd arded Cece~ker 31, 2014 Ec\,ordar".ce with Fhilopine Standards on
Auditing  and in oz repet o the steckhelders has sxpresseg oxmgn or the fainess of
arzsentstion upon camplatan ol such sucil.
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CYBER BAY CORPORATION AND A SUBSIDIARY

CONSOQOLIDATED FINANCIAL STATEMENTS
December 31, 2014, 2013 and 2012




R.G. Manabat & Co, Telephare  +G3 (2] 384 YLAQ

Thg PG Center, %F Fax +63 (2] £34 1085
§75T Ayale Avenue Intarrgt e kErng. o gh
Makat C'oy 1226, Matta Mzrila, Phiippines E-Mail ph-ing ry@kprg. com

Branches: Subic . Cebo .« Bacaled - loio

REPORT OF INDEPENDENT ALDITORS

The Board of Directors and Stockholders
Cyber Bay Corporation and a Subsidiary
G5SE Management Services, ne.

Suite 2402, Discovery Centre, ADB Avenue
Ortigas Center, Pasip City

We were engaped to audit the accompanying cnnsolidated financial statements of Cyber Bay
Carperation (the “Company™) and a Subsidiary {the “Gioup™), which comprise the consolidated
statements of fingncial position as at December 31, 2014 and 2013, and the consclidated
statements of comprehensive income, conselidated statements of changes in capital deficiency
and consolidated statements of cash flows for cack of the three years in the period ended
Dreeember 31, 2014, and notes, comprising a summary of significant accounting policies and
other expianatory information.

Management's Respansibility jor the Consolidated Financial Statenients

Management is respansible far the preparation and fair presentation of these conseiidated
tingncial statermnents in accordsnee with Philippine Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of consalidated
financial stalements that are free from material misstatement, whether due (o Tsud or error.

Auwditars " Responsibility

Chur respansibility is to express an opinion on these conselidated financial statements bused on

our audits. Because of the matfters described in the Basis for Disclaimer of Opinion paragraphs,
we were not able to obtain sufficient uppropriate audit evidence o provide a bagis for an audit

opinion.

Basis for Disclaimer gf Opinion

We draw atteation o Note | 1o the consalidated financial statements. Central Bav Reclamation
and Development Corporation (the “Subsidiary™) entered into a Contract with the Philippine
Eeelamation Authority {“PRA™), formeriy Public Estates Authority, for the Somplete and entire
reclamation and horizontal development of 2 purtion of the Manilu-Cavite Coastal Road and
Reclamation Froject (the “Propect™ and has made significant investments. Flowever, the Supreme
Court declared that the Contract was null and void, The Subsidiary filed motions for
reconsideration which were denied by the Supreme Court.

Due to the eessation of the Project, the Group failed 1o honer #s loan commitiments ang has
incurred significant losses from accumuiating interests and penalties, The defieit as ar
December 31, 2014 and 2013 amounted to PI1.1 billion and P10.9 billion, respectively. The
Graup’s capital deficiency as at December 31, 2014 and 2013 amounted to P1.2 billion and
1.0 bitlion, respectively.
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Despite declaring the contract null and veid, the Supreme Court decision provides that the
Subsidiary is not prectuded from recovering from the PRA in the proper proceedings whatever
costs the Subsidiary may have incurred in implementing the Contract prior to its declaration of
nuflity.

Pursuant to the Supreme Court’s decision, the Group filed a claim for reimbursement with the
FRA amounting to P11.5 biilion, the realization of which is uncertain except for P1.0O billian
which was verified and acknowledged im writing by the PRA. As at December 31, 2014 and
2013, the Subsidiary recopnized a receivabie from the PRA amounting o PO.6 biilion withaut
any allowance tor impairment losses as Managenent assessed this to be fully recoverable and the
Project Development Cast of P3.0 billion which is [uily proviied with allowance for impairment.

Management intends to uttlize any retmbursement thal it may obtain from the PRA to fund other
business and development ventures, However, due to the uncentainty of the reimbursement, this
catmot be assured, which raises significant doubt about the Growp's abifity to conlinue as a going
COTICRTTL,

Dhsclaimer of Opinion

Because of the significance of the matters described in the Basis for Disclaimer of Opinian
paragraphs, we do not express an opinion on the consolidated linancial statements referred to
above.

B.G, MANABAT & CO.

Syl

DARWIN P VIROCEL
Partner
CPA License No. 0094495
SEC Accreditation No. 1386-A, Group A, valid until February 5, 2017
Tax Identification Mo, G12-5355-864
BIR Accreditation No, 08-001987-31-2013
lssued December 2, 2013 valid until December 1, 2016
PTRE Mo, 47481 26MC
[ssued January 5, 2015 al Makati City

March 25, 201 5
Ma_}g;ati Cily, Melro Manila
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REFORT OF INDEPENDENT AUDITORS
TD ACCOMPANY FINANCIAL SFATEMENTS FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION

The Board of Directors and Steckhoiders
Cyber Bay Corporation and a Subsudiary
GS5E Management Services, Inc.

Suite 2402, Trseovery Centre, ADB Avenue
Ortigas Center, Pasig City

We were engaged to audit the accompanying consolidated financial statements of Cyvber Bay
Corporation {the “Company™) and a Subsidiary (the “Group™) as at and for each of the three years
i the period ended December 31, 2014, ineluded in this form 17-A, and have issued our report
thereon dated March 25, 2015,

We were engared for the purpose of forming an opinton on the basic consolidated {Inancial
statements taken as a whole, The supplementary information included in the following
accompanving additional compaonents is the responsibility of the Group’s management, Such
additional components include;

= Mapof the Conglomerate
*  Schedule of Philippine Financial Reporting Standards
*  Supplementary Schedules of Arnnex 68-E

This suppletnentary inforimation is presented for purposes of compliving with the Sceuritics
Regulation Code Rule 68, As Amended, and is not required parts of the basic consolidated
financial statements. Such information 15 the responsibility of management, Because ul the
significance of the matter described in the Basis for Disclaimer of Opinion paragraphs, we do not
express an opinion on the informatinn referred to above.

R.G. MLANABAT & CO.

S

CARWIN P, VIROCEL
Partner
CPA License No, (094495
SEC Accreditation No, 1386-A, Group A, valid urdil Fehruary 5, 2017
- Tax [dentification Wa, 912-535-864
BIR Accreditation No. 08-001987-31-2013
Issued Diecermber 2, 2013; valid unuil December 1, 2016
PTR Mo, 47481 26MC
Tssuedl Yanuary 5. 2013 at Makati City

barch 25, 2015
biakatli City, Mictre Manila
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CYBER BAY CORPORATION AND A SLBSIDIARY

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

{Amounts in Thousands)

December 31
Note 2014 2013
ASSETS
Current Asscts
Cash in banks 4 P3,177 P2 222
Eeeeivables - net 4,3 611,350 611,850
Prepaid income lax 381 581
Total Curreni Assets 615,608 614,653
Noncurrenl Asseis
Praject developmeont cast: L
Cost 6,612,964 (0,012,264
Allowance [of impairment in valye (6,612,204) {6.612,2%64)
{ther noncarrent assets - nel 4 7 30a 166
Total Noncurrent Aszets 396 160
FHL16,004 P&l4. 813
LIABILITIES AND CAPITAL DEFICIENCY
Currcent Liubibitics
Accounts pavable and accrued expenscs 4, 8 P21,603 P21 583
Due to related parliss 4.8 1,820,968 1,581,183
Total Current Liabilities 1,842,571 1,602,766
Capilal Deficieney
Capital stock I 6. 070,U81 6,970,051
Additional paid-in capital If) 2,902,073 2.002,073
Defici ! {11,098,721) (10,860,107
Tatal Capilal Deficiency {1,226,567) {D87,953)
Pal6,004 814,813

S Nodey to the Coralivited Fimarreial Serfdments.




CYBER BAY CORPORATION AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
{Amounts in Thonsands)

Years Ended December 31

Nate 2014 2013 2012
REVENTUES
[nterest income P5 B3 Pl
EXTENSES
Intergst expense and penalties g 236,172 2053487 177,909
General and administrative expenses i 2447 2,744 2,361
Impairment losses 3.7 - 1,202 -
238,610 209,513 180,270
LOSS BEFORE INCOME TAX (238,614) (2093100 (180,259}
INCOME TAX EXFENSE iz - - -
NET LSS TOTAL
COMPREHENSIVE LOSS (P233,614) (P209.310)  (P180.250
BASIC ANXND DILUTED LOSS PER
SHARE i3 (PD.040) (P0.033) {P033)

Nee Mojes o the Congsdigied Fmeecial Staiements,
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CYBER BAY CORPORATION AND A SUBSIDIARY

CONSOLIDATED STATEMENTS OF CASH FLOWS
{Amounts in Thousands)

Yearg Ended Deecmber 31

Note 1014 2013 2012
CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before income tax {P238,614) (P209310) (P180,259)
Adjustments for:
{nterest income (5) €D {10
Intcrest expense and penaltics Sa 235,172 205,307 177,909
Impairment losses 37 - 1,202 -
Operating loss before working capital
changes (2,447) {2,744} {2,301)
Decrease {increase) in:
Receivables - 14 (15}
Prepaid income tax - - {581}
Increase {decrease) in accounts payable
and accrued expenses 20 39 {23}
Net cash absorbed by oparations (2,427} {2,691} {2,930)
Interest received 5 3 1
Income taxes Eaid - - {4,641}
Net cash used in operating aclivities {2422} {2,088) {7,010
CASH FLOW FROM AN INVESTING
ACTIVITY
Increase in other noneunment assets {236} {263) {196)
CASH FLOWS FROM FINANCING
ACTIVITIES
Increase in duc to related partics 3,013 4,668 15,221
_lzsuance cost paid 0 - - (9,083}
Net cash provided by financing activities 3,613 4,608 0,138
NET INCREASE (DECREASE)
TN CASH IN BANKS 055 1,717 {1,668)
CASH IN BANKS AT BEGINNING N
OF YEAR 2,222 303 2,173
CASH IN BANKS AT END OF YEAR P3177 P2222 P35

St Mofer fa the Consolciated Finaroial Sinfemants.




CYBER BAY CORPORATION AND A SUBSIDIARY

{Amounts in Thousands)

1. RBeporting Entity and Status of Operations

Cyber B:_l}' Corporation {(the “Pareni Company™) and ils subsidiary, Central Bay
Reclamation and Development Corporation (“Central Bay™ or “Subsidiary™) [collectively
referred to as the *Group™] were incorporated in the Philippines.

Parent Campany

The Parent Company is invalved in rcal estate devefopment (except real cstate
subdivision)} and reclamalion, Incorporated in 1989, the Parent Company has changed its
name from First Lepanto Corporation to Guoco Land (Philippines), Inc. in 1994, to
Centennial City Ine. in 1996, and to Cyber Bay Corporation in 2004,

Subsidiary

The Subsidiary was registered with the Philippine Securities and Exchange Commission
(SEC) on Decomber 5, 1994 to cogage in real cstaie development (except real estare
subdivision) and reclamation. As at December 31, 2014, the Company has not yet started
commercial operations. However, it is not subject to the provision in Sectinn 22 of the
Copotation Code of the Philippincs since the failure o organize or commence the
rransactions of its businesscs o the construction of its wnrks or to continuously operate i5
due to causes beyond the contrel of the Company.

The registered office address of the Group is at GSE Management Serviges, Tne., Suite
2402 Discovery Centre, ADB Avenue, Ortigas Center. Pasig City.

Update on Operations of the Group

On March 30, 1996, the Parent Company, Ceontral Bay and certain sharsholdors af
Central Bay entered into a Memorandum of Agreement which invelved the restructuring
of the I'arent Company and the consolidation of certain businesses and assels of the
Parent Company and Central Bay.

The restructuring of the Parent Company entailed the transfcr to Prime Orioh Philippines,
Inc. {(POPL) of the Parent Compauy’s investents in the following corporations: Tutuban
Properties Ine., Guoco Property Development Ine. Manila Southcaast Dewclopment
Corporation, Mandaoe Resources and Realty Corporation, Luck Hnck Venture Holdings,
Tng.. First Lepanta Ceramic Wares Inc. ang First Lepanto Realty Inc. and the zetlement
of all intercompany liabilities relating w such corporations.

The business consolidation involved the issuance by the Parent Company of 4 billion
shares of stock (with par valuc P1.OD per share) to certain Central Bay sharchnlders in
exchange for 4.8 million Ceniral Bay shares of stock (with pay value of PLOO.OO per
share} held by the Central Bay sharcholders. Upon completion of the business
consolidation, the Parent Company assumed full ownership of Central Bay, including the
latter’s Joint Venture Agreement (JVA) with the Philippine Reclamation Authority
{PRA) (formerly Public Esiates Authority) to reclaim three partially reclaimed and
substantially eroded islands (the *“Three Islands™) with a toral arca of 750 heetares along
Manila Bay (the “Project™} as its new property core holding,




On Apri 25, 1995, the Subsidiary entered into a Joint Venture Agrecment (TVA) with the
Philippine Reclamation Authority (FRA), formerly Public Estates Authorly, for the
cnmplete and entive reclamation and horizontal development of a portion ot the Manila-
Cavite Cnastal Road and Reclamatipn Project (the “Project™) consisting of threc partially
reclaimed and substantially eroded islands (the “Three Islands™) along Emilic Aguinaldo
Boulevard in Paranaque and Las Pinas, Metro Manila with a combined total area nf
157.8 hecrares, another area of 242.2 hectares configuous m the Thres Islands and, at the
Subsidiary’s optinn as approved by the PRA, an additional 350 hectares move or [ess to
regularize the configuration of the reclaimed arca. The Subsidiary procecded with the
fmplementation nf the Project after having obrained all the government licenses,
covironmental and other permits and approvals necessary Tiir the reclamation.

However, a8 ruled and decided by ihc Supreme Court and atier filing for motion for
reconsideration and motion for re-deliberation, the JIVA is considered tn be nuli and void
ab initio tn the ground that the reclaimed parcels of land are part of the public domam
and cannot be disposed of by the PRA 1o private corporaliuns,

Despile the nuility of the TVA, the Subsidiary is not precluded by the Supreme Crurt
from recnvering from the PRA, cosls and expenses incutred in implemnenting the JVA
prior to its nullification.

The Subsidiary has spent 4 considerable amount on the Project which continues fo be
charged with interest cnsts. Without prejudice to any other rights and remedies o which
the Subsidiary may be entitled pursuart to the JVA andior the law, the claims for
reimbutsements musl be submitted to the PRA.

The Parent Company and Central Bay pursued the {filing of the claims with the PRA for
the reimbursements of the total Project development cost, Project-refated yecetvabies and
the corresponding interest thereon.

On August 10, 2007, the Parent Company, in behalf of Central Bav, filed its claim for
reimbursement with the PRA amounting to P10.23 billion for the initial payinent nf all
costs, losses, liabilities and expenses compured as at December 31, 2006, On Augus. 17,
2007, PRA requested for the details and supporting docwnents nf the claims which the
Parent Company complied with on Seprember 5, 2007,

Om July 15, 2008 the Paremr Crmpany requested for the status of the claim and on
July 18, 2008, PRA responded and stated therein that PRA is still evaluating the claim
and the supporting dncuments submnitted by the Parent Crmpany.

On November 20, 2009, the Parent Company scnt a letter to the I'RA for the puyment of
approximately P13.4 billion. Tlus amaunt represenls all costs, losses, liabilities, and
expenscs incwred by Central Bay computed as of September 2009 pursuant to the
Amended JVA,

On February 8, 2010, Cenral Bay received a letler from PRA informing Central Bay that
based on the books and records of PRA, the latter was able to verify a tolal amount of
P1.0 billion nf Cenrral Bay’s claims which is still subject to audit by the Commission on
Audit (COA). In this regard, Central Bay is directed to Turnish PRA with the
derailsibreakdown of the said amnunt duly certified inclading all supporting documents,
official receipts and other proofs of payments as well as audited financial stalements.
Central Bay provided the documents requested on Mareh 3, 2010, Managemert intends
t0 cooperale with the PRA in order 1o process its claims.




On December 13, 2010, Central Bay fled 4 petition with the COA to claim for
reimbursement with the revised amount of PI1.3 billion {down Fom the initial ciaim of
P'13.4 biilion) and not merely P1.0 billion as initally verified by the PRA, Considering
that PEA has already wvalidated and ackoowledged Centrai Bay’s claim  for
reimbursernenl amounted o P1LO billion, the enly issue submitted to the COA is whether
or net the other claims are likewise rightful ilems for reimbursement. Central Bay and
PRA panei engaged in weekly meetings and discussions from May to Qctober 2011 in
arder to discuss and validare the Parent Company’s claim for reimbursement for project
costs, Central Bay has submitted its final report on Movember 8, 2011,

There were no updates received from PRA and COA with regards to the sumus of the
claim fow reimbursement. The Parent Company s waiting for PRA and COA™s eomment
as at Docember 31, 2014,

Far the years 2014 and 2013, the Group comtinues to reduce its operational expenscs and,
throuah the efforts of its limited personnel and wtilizing very restrieted resources, the
Group was able 1o consolidate ali the records pertaining to the Project from itg local and
foreign parners.

Due to the essation of the Project, the Group falled to honor ils loan commitments and
has incurrcd significant losses from accumulating interest costs and penaities. Net lass
incurmed for the yeurs ended December 31, 2004 and 2013 amounted to P02 billion. The
accumuiated deficit as at December 31, 2014 and 2013 amcunted to F11.1 Willion and
F10.9 billiyn, respectivelv. The capital deficiency ag at December 31, 2004 and 2013
amounted to P1.2 billion and P 1.0 billion, respecuively.

Despite the nullification of the Contract, management still inends to continee the
Greup’s aperations and ubiiize any reimbursement that it may obtain from the PRA to
fund other business and development ventures.

The akility of the Parent Company and Central Bay to continue as going concern entitics
will depaind on the recoverability of Central Bay's claims for reimbursement from PRA
and on the seecess of any business that the Parent Company and Central Ray may
undertake. All ot these matiers indicate the existence of 4 material uncertaimty which
casts significant doubt about the ability of the Parent Company and Central Bay to
comtinue as going concern entities,

2. Basis of Prepnraifdn

Statement of Camplisnce

The consolidated financial statements include the accounts of the Parent Company and i
100%-cwned subsidiary, Central Bay Reciamation and Development Authoriny (the
“Group™). The copselidated lrancial stalcments have been prepared in complinmce witih
Fhilippine Financial Reporting Standards (PFRSs). PFRSs are based on International
Financtal Reporting Standards ([FRS2) iszued by the Intemational Accounting Standards
Board (IASE). FFRS consist of PERS, Philippine Accounting Standards {PAS) and
Philippine lnterpretations, issued by the Philipping Financial Beporiing Standards
Counei] (FREC) and approved by the Philippine Board of Accountancy.

The consolidated financial statements of the Growp as at and for the year ended
Drecember 31, 20014 were approved and authonzed for issuanes by the Board of Directors
(BOD) on March 25, 2015,




Basis of Meusurement

The consalidated financial statements have been prepared on the historical cost basis of
accounting.

Busis of Congalidarion

A subsidiary is an endily controlled by the Parent Company. In aceordance with PFRS 10,
Consolidated Financial Statements, conlrol ¢xists when an entity is exposed o, or has
tights to, variable returns from its involvement with the entity and has the ability to affeet
those returns through its power over the entity. The financial siatements of the Subsidiary
are included in the consolidated finaneial statemenis from the date on which control
commences until the date on which control ceases.

Intra-group balances and any unrealized gains and losses or income and expenses arising
from inira-group rransactions, are eliminated in preparing the consolidated financial
statermnents. Unealized losses are climinated in the same way as unrealized gains, but
onlv to the extent that there 15 o evidence of impairment.

The consolidated financial statemetns are prepared for the same reporting period wsing
wniform accounling policies for like transactions and other events in similar
¢ircumstances.

Functional and Presentation Currency

The consolidated financial statements are presented in Philippine peso, which is also the
Parent Company’s funciional eurrency. All financial information preseited in Philippine
peso has been rounded off to the nearest thousand Philippine peso, exeept when
otherwise indicared.

Use of Judpments, Estimaies and Assumprions
The preparation of consolidated financial siatements in conformity with PFRS rcquires

management to make judgments, estimates and assumptions that affeer the application of
accounting policies and the amounts reported 1n the consolidated financial statements.
The estimates and associated assumptivns are based on historical expericnce and various
ciher factors that are belisved to be reasonable under the circumstances, the esults of
which form the basis of making the judgments aboul carrying values of assers and
tiabilities that are nol readity appareat from other sources. Actual resulis inay diffar from
such estimates.

Judaments, estimates and underlying assumprions are reviewed o1 an ongoing basis and
are based on historical experience and other factors, including expectations of future
avents that are believed to be reasonable under the circumstances. Revisions are
recoguized in the period in which the judgment and estimates are revised and in any
future periods allfecred.




JTudszments

In the process of applving the Group’s accounting policies, management has made the
following judgment apart from those involving cstimalions, whieh have the most
sigmificant effect on the amounts recognized in the consolidated financial staternents:

(loing Cancern

The Group has reported deficit amounting to P11.1 billion and P10.9 billion as at
December 31, 2014 and 2013, respcetively. The ability of the Group o continue as a
going concern will depend on the recoverability of Ceniral Bay's claims for
reimbursement from PRA and on the success of any business that the Parent Company
and Central Bay may undertake. Management assessed that these clalms are fully
recoverable. As such, the financial statements have been prepared on & going concern
basis.

Estimgtes and Assumptions

The key estimates used in the consolidated financial statements are based upon
management’s evaluation of relevant facts and circumstances as of the date of the
consolidated financial statemernds, Actual results could differ from these estimates:

Allowanee for Impairment Losses on Receivables

The Group reviews the collectability of its receivables and maintaing an allowance for
impairment losses on receivables at a level considered adequate to provide for potentiai
uncollectible receivables. The level of this allowance is evaluated by the Group based on
available facts and eircumstances that affect the collectability of the accounts.

As at Decemher 31, 2014 and 2013, the Group® allowance for impairment Josses on
receivables amounted Lo P128,034, respectively (sce Nole 3).

Estimeging Allowgnce for Inpairment of Nonfinancial dssets

The Group assesses at each reporting date whether there is an indication that the camrying
amount of an asset may be impaired, If such indication exists, the Group makes an
cslimate of the asscl’s recoverasble amount. At the reporting date, the Group assesses
whether there iz any indication that previcusly recogaized impairment iosses may no
longer exist or may have deercased. IFsuch indication exists, the recoverable amount is
estimated,

The Group assesses impairment on agsets whenever events or changes in circumstances
indicate that the carrving amount of an asset may not be recoverable. The factors that the
Group considers important which could trigger an impairment review include the
following:

v significant underperformance relative to the expected historical or projected future
operating results;

* significant changes in the manner of use of the acquired assets or the strategy for
overall business; and

*  significant negative industry or economic trends.

As at December 31, 2014 and 2013, impairment losses on project development costs
amounted to P66 billion (see Note 6). As at December 31, 2014 and 2013, impairment
losses ca nonTtecoverability of other noncurrent assets amounted to P3.05 million
(see Note 7).




Estimating Realizabilitv of Deferred Tax Assets

The Group reviews the carrying amounts of delerred tax assets at each reparting date and
reduces the amounts Lo the extent that it is no longer probable that sulficient taxable
profit will be available to allow all or part uf the deferred tax assets to be utilized. The
Group reviews itz projected performance in assessing the sufficiency of future taxabl:
income.

As at December 31, 2014 and 2013 the Group has unrecognized deferred tax asscls
amounting io P2.1 billion and P2.2 billion, respectively {scc Note 12).

Frovisions

The Group, in the ordinary course of husiness, sets up appropriate provisiens for ils
present legal or constructive obligations, if any, in accordance with 1ts policies an
provisions and contingencies. In recognizing and measuring provisions, management
takes risks and uncertaintics into accounl, As at December 31, 2014 and 2013, the Group
does not have any legal or constructive abligalions that require provisinr.

Contingerncies

The Group currenily has vavious legal claims. The Group's estimate of the probable
costs for the resolution of these claims have been developed in consultation with its legal
counsel handling the prosecution and defense of these cases and is based upon an
analysis of potential results. As al December 31, 2014 and 2013, the Group did net
accrue any possible losses as a result of the logal claims as they have assesscd these cases
will nnt have a matcrial adverse effect on iis financial position and results of operations.

3. Summary of Significant Accounting Palicics

The acenunting policies set out below have been applied consistently by the Group to all
vears presented in these cemsolidaled financial statements, cxcept for the changes in
accounting policies as explained below.

Adaption of New and Revised Standards, Amendments to Standards and Intcrpretations
The Group has adopted the following relevant and applicable amendments to standards
and inferprelations staring Jamuary 1, 2014 and accordingly, changed its accounting
policies. Except as otherwise indicated, the adoption of these amendments 10 standards
and interpretations did not have any significant impact on the Group's consolidated
fisancial siatcosents,

»  (Offvetting Financial ssets and Financial Liabilities {(Amendments to PAS 32}. These
amcndments clarify that: (a) an entity currently has a legally enforceable right to sel-
off if that right is not contingent on a future event and enforceable both in the normal
course of business and in the event nt default, insolvency or bankruptcy of the entity
and all counierparties; and (b) gross settlement is equivalent to net seitlement if and
only if the gross settlement mechanism has featurcs that climinate ur result in
insignificant credit and liquidity risk and process receivables and payables in a single
seltlement process or cycle.

s Recoverable Amouni Disclosures jor NonFinoncial Assets {Amendinents i PAS 361
These narrow-scope amendments 1 PAS 36 address the disclosure af information
about the recuyerable amount of impaived assets if that amount is based on tair value
less costs of dispusal, The amendinenis clarified that the scope of those disclosures is
Timited 1o the recoverable amount of impaired assets that is based on fair value less
costs of disposal.




Measuremort of shori-lon recorvables and payables (Amendment o PFRS 13),
Amendment to PFRS 13 is part of the Annual lmprovements to FFRSs 20102012
Cycele. The amendment clariftes that, in issuing PFRS 13 and making consequential
amendments to PAS 39 and PFRS 9, the intention is not to prevent entities {rom
meaguring short-term recefvables and payables that have no stated infercst rate at
their invoiced amounts wihoul discounting, if' the effect of not discounting is
immatertal.

Standards, Amendments to Standovds and Interpretations fssued but Not Yet ddapled

A number of new standards, amendments to standards and interprelations are effecrive
for annual periods beginning after January 1, 2014, and have not been applied in
prepating these consclidated financial statements, Except as otherwisc indicated, none of
these are expected to have a sipnificant effect on the consolidated fmancial statements.
Thase which may be relevant to the Group are sct out below. The Group does not plan to
adopt these standards early.

Anruat Tmprovements lo PFRSs: 2010 - 20112 and 2017 and 2013 Cycles - various
standards contain amendments 1 nine standards, with changes made o other
standards and interpretations. Most amendments will apply prospectively for anmnual
periods beginning on ur after July ¥, 2014, Earlier applicatian {s permitted, i which
case the relared conscauential amendments to other PFRSs would also apply. Special
fransitional requirements have been set for amendments to the following standards:
PFRS 2, PAS 16, PAS 38 and PAS 40. The follawing are the said improvements ar
amendments to PFRS, none of which has a significant effect in the consulidared
financial statements of the Group.

e P48 24 Related Party Disclosures - Definition of ‘related party?

The definition of a ‘related parly’ is extended o include a management enlity
that provides key management personnel {KMP) services to the reporting entily,
cither directly or thrnugh a groop entity. For related parly transactions that arise
when KMP services are pravided to a reporting entity, (he reporting enbity is
required to separately disclose the amounts that it has recognized as an expense
for thuse services (hat are provided by a management entily: howevet, It is not
required to “look through' the management entity and disclose compensation
paid by the managemecnt entity to the individvals providing the KWMP services.
The repurting entity will also nced 1o disclose other transactions with the
management  entity under the existing  disclosure requircments of
PAS 24 - c.g. loans.

Effective Jonuary 1, 2018

PFRS 9 Financiol Instruments (2014, PFRS 9 (2014) replaces PAS 39 Financial
Iustruments: Recognition and Measurenient and supersedes the previously published
versions yf PFRS 9 that imtraduced unew c¢lassificaridns and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 incledes revised guidance on the classification and measurement of financial
assets, including a new expected credit loss model for calculatmg IMpairment,
guidance o1 own credit risk om financial liabilities measured at fair value and
supplements (he new general hedge accounting reguirements published m 2013,
PFRS 9 incorporates new hedge accounting requirements that represent a iiaj or
overhaul of hedge accounting and introduces significant improvements by aligning
the accounting more closely wil risk managenent.




The new standard is to be applied retrospectively for annual periods beginning on or
afier January 1, 2018 with cacly adoprion permitted,

The Group is asscssing the potential impact on its consolidated financial statements
resulting frmm the applicarion of PFRS 9.

Financial Assets

Date of Recognition. The Group recognizes a financial assel or a financial liability in the
consolidated statements of financial pusition when it becomes a party to the eontraciual
provisions of the instrument. I the ease of a regular way purchase or sale of financial
assets, recognition is dnne using settlement date aceounting.

Initial Recognition of Financial nstruments, Financial assets are recognized initially at
fair value, Transaction costs atc included in the inilial measurement of financial assets
and financial labilitics, except for financial nstruments measured at fair value through
profit or loss (FVPL). Purchases or sales of financial assets are recogmzed on the
sctilement date.

Financial asscts are classified into the following categories: financial assct at FVPL,
laans and receivables, held-tu-maturity (HTM) investinents, and available-for-sale (AFS)
financial assets. The Group determines the elassification at initial recognitinn and where
allowed and appropriale, re-cvaluates such designation at every reporting dale.  The
Group las not designated any financial assets as finaneial assct at FVPL, HI'M
imvestinents or AFS financial assets,

Loans and Receivables. Loans and receivables are non-derivative financial assefs with
fixed or determinable payments and fixed maturilies that are wot quoted in an active
market. They are not entered into with the intention of immediate or short-term resale.

After initial measurement, the loans and reccivables are subsequently measured at
amorlized cost using 1he effective intercst inethod, less any allowance for impairment.
Amertized cost is calculated by taking inlo account any discount or premium on
acquisition that are an integral part of the effective interest rate. The amorlization is
included as inlerest income in profit or loss, The losses arjsing from impainnent of such
[pans and receivahles are recognized in profit or loss.

The Group’s cash in banks, receivables, teceivables from relared parties and
mniscellanecus deposits are included in this category.

Cash in banks iz stated at its face value,

Financial [iabiligies

Financiz! labilitics are elassified into two categories: financial liabilites at FYPL and
other financial liabilitics. The Group determines the classification at initial recognition
and where gllowed and appropriate, re-evaluates sueh designation at every reporting date.,

The Group has not designated any financial fiability at FVPL.

Other Finaneicl Liabilities. This category pertains to financial liabilities thar are not held
for trading or not designated as at FVPL upon the inception of the liability. These
include liabilities arising from operalions (e.g., accounts pavable and accrued expenses,
due 1o related paries).




The lishilities arc recognized initially at fair value and are subsequently carried at
amortized cost, taking into account the impact of applving the effective interest method
of amortization (or accretion} for any related premium, discoumt and any directly
atributable ransaction cosis,

The Group’s accounts pavable and accrucd cxpenses and due to related parties are
included in this caregory.

Offsettinyr Financial mstruments

Financial asscts and financial liabilities are offset and the net amount is reported in the
consolidated statements of financial position if, and only if, there is a currently
enforceable legal right to offser the recognized amounls and there is an intention to settle
an a net basis, of to realize the assct and settle the liability simultancously.

Derecognition of Financial Asscts and Liabilities
Financial Assets. A financial asset {or, where applicable, a part of a financial asset or part

of a mroup of similar financial assets} is derecognized when:
x  the rights to receive cash flows from the asset have expired;

= the Group retains the right 1o receive cash flows from the asset, but has assumed an
obligation to pay them in full without matedal delay to a third psrty under a
‘pass-througl’ arrangement; or

= the Group has transferred its rights 1o reccive cash flows from the asset and either: (a}
has transferted substantially all the risks and rewards of the asset; or (b) has neither
transferred nor retaincd substantially all the tisks and rewards of the asset, but has
rransferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset and has
neither transferred nor retaincd substantially all the risks and rewards of the asset nor
Fansferred control of the asset, the asset is recognized to the extent of the Group’s
coutinuing involvement in the asset. Continuing involvement that takes the form of a
augrantee over the transfemed asset is measured at the lower of the original camying
araount of the asset and the maximum amount of consideration. that the Group could be
required to repay.

Financial Ligbitities. A {inancial lability is derecognized whea the obligation under the
liability is discharged, cancelled or has expired. When an existing financial liability is
replaced by another from the same lender on substantially different terms, or the erms of
an cxisting Mability are substamtially modified, such an exchange or modi fication s
treated as a derceognition of the original Hability and the recognilion of a new liability.
The differerce in the respective carryitg amounts is recognized in profic or loss.




Impairment of Financial Assets
The Group assesses al cach reporting date whether a financial asset or group of financial
assel is imparred,

Assets Carvied af Amortized Cost, The Group first assessces whethet objective evidence nff
impairment exists individually for financial assets that are individually significant, or
enllectively for financial assets that are nyt individually significant. I the Group
determines that no ohjcctive evidence of impaitment exists for individually assessed
financial assei, whether significant or nof, it includes the asset in 2 group of financial
assets with simitar credit risk characteristics and colleetively assesses for impairment.
Assets that ate individually assezsed for impairment and for which an Impairment loss s,
ot cantinues to be, recognized are not included in a collective assessment for impairment.

I there is objective evidence that an impairment loss has been ineurred, the amount of
the loss is measured as the dilference between (he asset’s carying amount and the
present value of the estimated futire cash flows (excluding futare credit losses that have
not been incurred) discounted at the [inancial asset’s original effective interest rate
{i.e., the effective interest rate computed at initial recognition). The carrying amaunt of
the asset is reduced through use of an allowance account and the amount of loss is
charged to profit or loss,

If, in subsequent years, the amount of estimated impaiement lass decreases because nf an
cvent occurring after the impairment was recognized, the previnusly recognized
impairment foss is reversed.  Any subsequent reverssl of an impairment loss is
recognized in profit or loss, to the extent that the cartying value of the assel does not
exceed its amortized cost at the reversal date.

Projeet Development Cost

Project development cost consists of cnats dircetly and clearly assnciated with the
acquisition, development and construction of ihe Project, less any impairment in value. K
includes project mmrbilization costs, hillings from contractors for project and land
developiment, payments to the PRA, bortowing costs incurred during the construction
perind, professinnal and jegal fees, documentary stamps, forsign cxchange losses and
other ¢xpenses.

Impairment of Nonfinancial Assets
The carrying amount of nonfinancial assets reviewed for impairment when events of

changes i circumstances indicate that the carrying amount may not be reenvetable, IF
any such indication exists, and if the carrying amount exceeds the estimated recoverable
amount, the assets are writlen down to their recoverable amnunts. The recovirable
amount of the asset is the preater of fair value less costs of disposal and value inuse. The
fair value less costs o zell is the amount obtainable from the sale of an asset in an arm’s
length transaction between knowlcdaeable, willing parties, less costs of disposal while
value in use is the present value of estimated future cash tlows expected 1o arise from the
continuing use of an asset and from its disposal at the end nf its useful life. In assessing
value in use, the estimated furure cash Nows are discounted to their present value using a
pre-tax discount rawe that reflects current market assessments of the time value of money
and the tisks specific to the asset, Impairment losses of eontinutig operations are
recognizad in profit or foss in thnse expense categorics cpnsistent with the function of the
impaired asset.
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An assessment is made at each reporting date as (0 whether there is any indication that
previously recognized impairment losses may no longer exist or may have decreased.  If
such indication exisls, the reeoverable amount is estimated, A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to
determine the asset’s recoverable anount since the last impairment loss was recognized.
If that is the case, the carrying amount of the asset is increased fo its recoverable amount.
That increased amount cannot exceed the carrying amount thal would have been
determined, net of depreciation, had no impairment loss been recognized for the assel in
prior years. Such reversal is recognized in profit or loss.

Capital Stock

Capital stock is composed of commen stock and preferred stock and is classified as
cquity. Incremental cost directly atiributable 1o the issue of capital stock, if any, is
recognized as a deduction from equity, net of any tax effects.

Additional Paid-in Capital
Additional paid-in capital represents (he excess of consideration reccived over the par
value of capilal stock.

Deficit
Deficit represents the accumulative balance of net loss aad prior penod adjustnients.

Bevenue Recognition

Revenue is recognized to the exient that it is probable that the economic benefits will
flow to the Group and the revenue can be measured reliably, Revenue is measured at the
fair value of the consideration received or receivable.

Interest income is rocognized as the interest accrues, laking inle account the effective
vigld on the assct.

Expense Recopnition
Expenses are recognized upon receipt of goods, utilization of services or at the date they

are incurred,

Expenses are also recognized when decrease in future economic benefit related to a
decrease in an asset or an increase in a liability that ean be measured reliably has arisen.
Expenses are recognized in profit or loss on the basis of a direct association between
costs meumred and the caring of specific tems of incom; on the basis of sysiematic and
rational allocation procedures when economtic benefits arc gxpected 10 arise over several
aceouating periods and the association can only be broadly or indirectly determined; or
immediately when an cxpenditure produces no future econamic benetits or when, and 1o
the extent that fulurc economic benefits do not qualify, or cease (o qualify, for
recognition in the consulidated stalements of financial position as an agset.

Borrowing Costs
Borrowing costs are fecognized as expenses whin incurred, except o the extent

capitalized. Bormwing costs are capitalized if they are divectly attributable to the
acyuisition or construction of a qualifying asset. Capitalization of borrowing costs
cummences when the activities to prepare the asset are in progress and expenditures and
borrowing costs arc being incorred. Borrowing costs are capitalized until the assets arc
substantially ready for their imtended use. Ifihe carrying amount of the assel cxceeds its
recoverable amoont, an impairment loss is recognized.
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Ingome Taxes

Incomie tax cxpense comprises cwrent and deferred tax. Current tax and deferred tax is
recomnized in profit or loss except to the extent that it relates to a business combination,
or items recognized directly in equity in other comprehensive income.

Current income tax is the expected Lax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous vears.

Deferved tax assets and liabilities are recognized for the future tax consequences
attributable to temporary differences between the carrying amounts nf assets and
liabilities for financial reporting purposes and the amouints used for taxation purposes and
the cartyforward tax benefit of net operating loss cartyover {NOLCO) and excess of
minimum corporate income tax (MCIT). The amaunt of deferred tax provided is based
on the expected manner of realization or settlement of the carrying amount of assets and
fiabilitics, using tax rales enacted or substantively enacted at the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilized. Deterred tax assels ace
reduced to the cxtent that it is no longer probable that the related fax benclit will be
realized.

Deferred tax assets and deferred tax liabilities are offset, if a legally entorceable right
exists to sel off deferred Lax assets against deferred tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation authoity.

Related Parties

Partics ace considered related if anc party has the ability, directly or indirectly, to control
the other party or exercise significant influence over the other party in making fmancial
and operating decisions. Parties are also Considered o be related if they arc subject to
common control. Related parties may be individuals or corporate entifies.

Earnings (1055} Per Share

Basic EPS is computed by dividing the net income (loss) for the perind attributable to
equity holders of the Parent Company by the weighted average number of issued and
outstonding semmon shares during the period, with retroactive adjustments for any stock

dividends declared.

Diluted EPS is computed by adjusting the net income (Joss) for the pericd attributable to
equity holders of the Parent Company and the weighted average number of issued and
oulstanding common shares during the period, for the cffects of all dilutive common

shares.

The Group has no potential cammon shares with dilutive effect.
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Provisians

Provisians are recoghized only when the Group has: () a present obligation (legal ar
construckive’ as a result of past event; (b) it is probable (L., more likely than not) that an
autflow of resources embodying econmmic benefits wilf be required to settle the
oblization; and (¢) a reliable estimate can be made of the amount of the obligation. [fthe
elfect of the time value of money is marerial, provisions are determined by discounting
the expecled future cash flows at a pre-lax rare thar reflects current market assessment of
the time value of meney and, where appropriale, the risks specific to the liability. Where
discounting is used, the increasc in the provision duc to the passage of time is recognized
as interest expense. Where the Group ¢xpects a provision lo be reimbursed, the
reimbursement is recognized as a separate asset but only when the reecipt of the
reimbursement is virtually eertain, Provisions are reviewed al each reporting date and
adjusted to reflect the curvent best estimate.

Contingencies
Cantingent lahilities are not recognized in the eonsclidated finaneial statements. These

are dis¢losed in the notes to the consolidated financial statements unless the possibility of
an outflow of resources embodying economic benefits is remate, Contingent assets ave
nat recoutized in the consolidated financial statements but are disclosed in the notes t0
the consolidated finaneial statements when an inflow of cconomie benefits is probable.

Events A fter the Repotting Date

Any event after the reporting date that provides evidence of conditinns that existed at the
end uf the reporting date (adjusting ¢vent) is recognized in the consolidated financial
statements. Any event after the reporting date that is not an adjusting event is disclosed
in the notes to the consclidated financial statements when marerial.

4. Financial Risk Managremcnt and Financial Ingtruments

The Group’s activities are exposed tu a variety of financial risk. These are eredit risk,
liquidity risk and irterest rare risk. The Group’s avera)l risk management program seeks
to minimize potential adverse cffects on the financial performance of the Gioup.

v Credit Risk
= Liquidity Risk
»  Tntercst Rate Risk

This nete presents informatinn about the Group's &xposure to each of the above risks, the
Group's objectives, policies and processes for measuting and managing risk, and the
Group's management of ¢apital.

The Board of Directors (BOD} has the overall responsibility for the establishment and
oversight of the Group’s risk management framework.

The Group’s tisk tnanagement policies ar¢ cstablished (o identify and analyze Lhe fisk
faced by the Group, to set appropriate risk limits and controls, and to monitar risks and
adherence to limits. Risk management policics and systems are reviewed regularly 1o
reflect changes in market conditions and the Group’s activities.




Credit Risk

Credit risk is the risk of financial loss o the Growp if & customer or countorparty to a
financial tnstrument fails to meet s contractual obligations. The Group’s credit risk
arises principally cash in banks, receivables, reccivables [rom related parties and
miscellancous deposits. Management and its legal counse! believe that the receivable
from FRA is colleciible as the amount is supported by a Supreme Court decision {dated
Tuly 3, 2002}, which provides for the ret mbursement of expenses that directly benefited
the PR A,

The aging of the Group’s [inmicial assels subject 1o eredic risk as al December 31 are as
[ollows:

2014
Gross Neither Past
Carrving Blog nor  Pastdue but  Cverduoe and
Amonnt Impaired  net Impaired Impaired
Cash in banks P317T P 177 P - r -
Receivables 739.554 - 611,850 128,034
Feceivables from relatad parties 196 - - 134
Lliscellanepus deposits L4 - 140 -
P743,597 3,177 611,990 128,230
2013
Gress  Neither Past
Canying Due nor Fast dus but  Owerdue and
ATOUn1 impaiced  not Trmpadred Impraired
Cash in banks Fz222 P2,222 ro- P -
Recelvables 619,339 - 611,830 7,459
Rceeivables from related parties 196 - - 198
Miscoilaneous deposits 140 - 140 -
Pa2] 597 [ PA11,590 PT6R5
Liguidity Risk

Liquidity risk pertains to the risk that the Group will eneounter difficulty in meeting
obligations associated with Anuncial lighilities that are settled by delivering cash or
another financial asset. The Group is exposed to the possibility that adverse changes in
the busingss environment andfor operations would result in substantially higher working
capital requirements and the subsequent difficully in financing additional working
capital,

As dizcussed in Note 1, the allity of the Group to continue as going concein will depend
on the recovershility of the Group’s elaims for reimbursement from PRA and on the
success of any business that the Group may wndenake. The Group is in defauli of its loan
obligations since October 1998,

-14 -




The following are the contractual maturities of financial liabilities, including estimated
interest payments and excluding inpact of netting agreements:

As at Deeember 31, 2054

Carrving  Contrictual G Months 6-52  Iver One
Mage Amount Cnsh Ty 0r Joss Mosties Yenr
Nonderivative Finaneial
Liuhilities
Arcounts pavable and accrucd
eI & P21 584 21,586 P21.38%0 F - P -
Diue o rclarcd parties § LB 068 LA HE 1,B20065 - -
L 442.554 FI842 554 154255 - P -
Krefidivg witthnlding fnx povilie
Az at Diesember 31, 20013
Carrving Cantracluzd £ Mdouths f-52 Qwer e
Nore Adnount Cush Flow 07 LEess bivnths Year
Monderivitive Finansial
Liabilives
Acerun payable and acered
sxpensoest r 121,533 11,535 P23,535 P - no-
D¢ b eolated pariies g 1,580,183 1,381,183 1.58).185 - -
FLADZTIE P1,602,71%8 P1.602,71% F - Po-

F R withhalding o povadle

Tntevest Rate Risk
The Group’s exposure to interest rate risk resulis from interest rate volatilities.

As at December 31, 2014 and 2013, the interest rate profile of the Group’s interest-
bearing financial insbuments pertains 1o due to related parlics. For the years ended
December 31, 2014 and 2013, interest expense recugnized on these due to related partics
amounted 1o P236.2 million and P205.4 million, respectively. As the Group's due to
related parties bears fixed interest rate, it is not simmificantly exposed to fluctuation in
market interest rates.

Fair Values
The carrving amount of financial assets and liabilities approximate their fair values due
10 the relatively short-term nature of these financial instruments. The Group is in delault

of its obiigation rendering them due and demandable.

Capitai Management
As discussed in Note 1 to the consolidated financial statements, significant evenls have

occurred which indicate the cxistence of a material uncertainty which casts signilicant
doubl about the ability of the Group to continue as going concern. The ability of the
Group to continue as going concern will depend on the recoverability of the Group's
claims for refmburscment from PRA and on the sucoess of any business thal the Group
may undertake,

The Group menitors capital on the basis of the debi=to-equity ratic which is calculated as
total deht divided by total cquiny. Total debt is equivalent 1@ accounts pavable and
accrued expenses and due to related parties. Capital comprises the capital stock, payable
ta stockholders for conversion w equily, additional paid-in capital and deficit.

There were no changes in the Group’s approoch to capilal management durjng the year.
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5.

Receivables

This account as at December 31, 2014 and 2013 consists of recelvables from:

- Note

PEA I Pa11,850
MCRP Construction Corporation 114,460
Terants 7327
Others 6,247
735,884

Less allowance {or hnpainment losses on

MCRP Construction Corporation,

tenants and others 128,034
4 P611,850

The abrve reccivables are all curently due and demandable from the debtors.

The moventents in allowange for impairment losses on receivables in 20013 are as
foflowy:

2013
Balance at beginning of year P12B.0LG
Prorvision for impainnent loss 2
Balance at the end of vear PiZ8,034

No impairment loss was made on the Subsidiary’s reecivable [rom the PRA, which arose
from claims for reimbursements of reclumation costs and expenses paid for by the
Subsidiary in bebalf of the PRA. Management and its legal counsel belicve that the
receivable 13 collectible as the amount is supported by a Supreme Court decision (dated
July 9, 2002% which provides [or the reimbursement of expenses that directhy henefited
the PRA (see Note 1)
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6. Project Development Coat

This account as a1 Decomber 3L, 2004 and 2013 consists of

Excess of acquisition cost over net asscis of the

Subsidiary P3,.592,757
Project Development Cost:
Professional and legal feea 1,128,566
Project and land development costs 1,107 434
Capitalized interest and bank charges 472,318
Project mobilization costs 234,736
Input tax 53,940
Dacumentary slamp tax 3,204
6,612,964
I.es5 allowance for impatmient in valoe of:
Project development cost 3,020,207
Excess of acquisition cost over net assels of the
Subzidiary 3,392,757
6,082,064
r -

The excess of the Parent Company’s acquisition cost of the shares of stock of the
Subsidiary over the net assels of the Subsidiary pertains to the unbooked appraisal
increase pertaining to the Three Tslands, as discussed in Note 1. This appraisal increase
was based on an independent appraisers’ report dated March 20, 1996, The Hypothetical
Development Approach in valoing the property was wsed in the appraisal.

7. Oiher Noncorrent Assets

This account consists of:

Note 2014 2013
Prepald taxes F3,089 2,853
Receivables from related partics 4 196 196
Miscellanegus deposifs 4 140 144
Others 20 20
3,445 3,200

Less allowance for impaimment losses on

prepaid taxes and receivables from

related parties 3,049 3,045
3% Pl160

Prepaid taxcs consists of input taxes and tax refund.

Miscellancous deposits pertains to securily deposits madc by the client.
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The movements in allowance for impainnent losses on other noncurrent assets in 2013

arc ay [ollows:

2013

Balance at beginning of year 1,855
Provigiom for impairment loss 1,194
Balanee at the end nf vear 3,049

8. Accounts Payable and Accrved Expenges
This account consists pf
Note 2014 2013

Acerued expenses 4 P14 603 F14,552
Payable to third party 4 1,939 1,939
Trade payables 4 Hdd 644
Withholding tax pavable 17 48
Oithers 4 4 400G 4,400
P21,603 P21 583

Accrued expenses gre Liability to supplicrs fkom cwnulative expenses ineurred by the
Grisap. The seitlement of this acepunt is highly dependent pn collectinn of claims from

PRA.

The above pavables ars all currently due and demandabie.

9. Relaled Party Transactivns

In the ardinary ¢ourse of bubiness, the Parent Company has transaclions with related

arties sunmnarized as follows:

Qutseasding
Balaees
Aespunt ol Dryai; £y
Catcgory Year Ref  Tranmsaction  Telated Faribes Tiros aeil Condilions
Shareholders
Prime Orinn Philsppines
Ine. (POPTY
Cash advangc 201 ® - Po26E Oueand demasdable;  1lpsecurad
L) - 6,268 incerest bearing
Inleissl expanse eli} I a 1,181 4,751
2013 1,896 751
Crher Sharshalders
Cazh advance 2014 - 31,558 Do aod denandabie;  Uvscorred
2013 - FLESE  Swterest bearisg
Imderest cxpenss anl4 o 233,491 L.762,083
2012 20 471 1,328,002
Frimem Comnerain
Halding, Tns.
Casn govance 214 i 3613 E.2B0  [rue and demandable;  Unsecured
2013 4,668 4,067 non -ineeost bearisg
Ltalivn Thai
Cash advacece 24 - 2036 Due and gemandabie; L nscourel
2013 - 2,036 non-Interest benrsag
2014 1,520,968
2013 ILASLERS
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a) Cash advances from POPI and other shareholders bears interest of 13% per annum,
compownded anawally until fully paid. The payment tenn which was stipelated i the
Repayment Agreement for such advances were appraved by the BOD on March 14,
2003, Interest expense incurred from the above cash advances amounted to
236,172, F205,367 and P177.9091n 2014, 2013 and 2H 2, respectively.

At the option of the above stockholders, payment shall be settled and paid according
0 any of a combination of the following:

= In cash by the Parent Company;

* In common shares of the Parent Company, through the issue, at par value, by the
Parent Company of new commeon shares. Under this option, the shareholder
must exercise his right tn convert the Praject related payable into commion shares
of the Parcnt Company whea the weighted average marker price of the shares
within 30 rading day period 15 at P0.93 or above, at a price approximate to the
par value of the shares; and

= Tluough assignment by the Parent Company of aff its rights, titles and nterest in
and to any salable portion of the reclaimed land i the Project, as identified by
the above stockholders and subject to the BOD s approval.

b} The Parent Conipany obtains cash advances from Primera to support its day o day
operations. These advances are payable on demand. As at December 31, 2014, the
stockholders have vet to decide what option to take to settle outstanding payahle,

¢y The Group has no key managemenrt perscune! as at Decemnler 31, 2014 and 2013,
As at Pecember 31, 2014 and 2013, the Group has receivables from relatid parties

amopunting 1w P(L2 million which is fully provided with allowance for impairment
[ogses.

1. Capital Stocle

The preferred sharez may be issued in tranches or scrics, redeemable at the oprion of the
Parent Company, non-voting, calitbed w0 prefierential and comulative divideods at the rate
not exceeding 12% per annum, and shall have such other rights, preforences, restrictions
and qualitications consisient with By-laws and the Articles of Incorpoation, as may be
Tixed by the BOD at the time of their {ssuance,

As a resull of the conversion of payvables to equity on November 13, 2012, the Parent
Company issued the following shares in full settlement of pavable w stockholders
amounting 1o Po47.0 million and loan payable amounting to P3.6 billion. The additional
paid-in capitai, net of direct transaction costs, amounted 1o P2.9 billion. Direct
transaction costs for the issuance of shares amounted 1o PS03 million.
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The table below shows the equivalent number of common and preferred shares issued to
the stockholders of the Parent Company in relation to the conversion of debt to equity:

Number of Shares

Stockholders Comrmon Preferred
One Bacolod Express Holdings, Ine. 364,577 424 1,609,359,778
Primera Commercio Holding, Ine. 167,578,190 4,858 590,825
Cosco Land Corporation 56,132,206 -
David Go Securities Corporation 42024 628 -
POPI 15,666,405 -
646 878,853 6,467950,603

In 2005, the BOD also approved the conversion 1o cquity of the Parent Company’s
pavable to POPT and Orion Land, Inc. (a wholly-owned Subsidiary of POPE) amounting
to P44.5 million and P2.4 million, respectively, as partial payment for its subscriptions.
As at Decernber 31, 2014, there are no updates with regard to this transaction.

11. General and Administrative Expenses

This avcount consists oft

2014 2013 2012
Vrofessional fees F1,436 F1,512 P1,285
Listing fee and filing fec 715 504 474
Supplies 105 109 164
Communication, light and water 85 94 237
Taxes and licenses 15 20 29
Banl: charges 9 9 -
Trave] and transpottation - - 4
Dithers i 187 148
P2,447 P2.744 P2.361

“Others” includes various penalties charged by
PRA claims and equity resmucturing.
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12. Income Taxes

The reconciliation of income tax henefit computed at staturory income tax rate to income
tax expense in profit or loss follows:

2014 2013 2012
I.os5 before income tax (P238.614y  (P209.310} (P180,259)

Income tax benefit at statutory rate at

30% {171,584} (P62,793)  (P354,078)
Reduetion in {addition o) income fax

benelit resulting from:

Expiration of WOLCO 49,779 61,193 41,012
Movement in unrecoonized deferred
tax assels (53.687) §,600 13068
Expired MCIT 4 641 - -
Nondeductible expenses 70,851 - {2}
Income Tax exXpense P - P - F -

Deferred tax assets on the following deductible temporary differences and unused
NOLCO have not been recognized as the Group may not have sufficient taxable income
in the Future o realize the benefits of the related deferred tax assets.

_ 2014 213
Allowance for impaimment of project deyelopment
cost P6.612,964 P6,612,964
NOLCO 351821 554,308
Allowance for impairment losscs of receivables 128,034 128,034
MCIT - 4.64]
Allowance for nonrecoverability of other
noncurrent agseis 3,0 1049

P7.134,868 P7.302,996

As at December 31, 2014, the composition of NOLCCY that can be claimed as deduction
from future taxable income is as foliows:

Expired
Amaount During Eemaining Year of
Year IncurTed Incurred the Wear Balance Expiralica
2011 F165.532 {P163,9352) P - 2014
012 180,266 - 180, 266 2015
2013 203,110 - 208,110 2Ma
~ 2014 2445 - 2443 2017
P556,753 (P165,932) P390.821

The Group’s MCIT amounting to P4,641,301 expired during the year.

2 -




13, Basic and Diluted Loss Por Sharc

The following table represents information ncecasary to calculate loss per share:

2014 2013 2012
Net loss () (238,614)  (209,310)  (P180,255)
Weighted average number of shares (b) 5,985,062 5,985,062 5.419,043
Basic and diluted loss per sharc {a'b} ) {PO.040) ‘ {P0.035) (P0.033}

A5 at December 31, 2014 and 2013 there are no dilutive debt or equity instruments.

14. Other Matter

The Subsidiary is contingently lisble for lawsuits or claims filed by third parties and a
ereditor hank which are either pending decision by the Courts or are under negotiation.
The outcome of these lawsyits/claims is not presently determinable. In the opinion of
management and its lepal counsel, the eventual liability under these lawsuits or claims, it
any, will not have a material effcet on the consolidated financial statements.
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A.

1)

BOARD MATTERS

Board of Directors

|| Number of Directors per Articles of Incorporation

E

|| Actual number of Directors for the year

E

(a) Composition of the Board

Complete the table with information on the Board of Directors:

Type
I IT Nominator in the last Date last elected B pLh0;
(ED), Non- nominee, s Date 3 when years
. . : : election (if ID, state the . (if ID, state the
Director’s Name Executive identify . . first (Annual served
relationship with the number of years .
(NED) or the I elected served as ID) /Special as
Independent principal Meeting) director
Director (ID)]
Nov Annual
Oscar L. Paras Jr. ED Raul G. Gerodias 2010 22 Dec 2014 Meeting 4
Dec Annual
Raul G. Gerodias ED Oscar L. Paras Jr. 2012 22 Dec 2014 Meeting 2
Annual
Yuen Po Seng NED Oscar L. Paras Jr. 1993 22 Dec 2014 Meeting 22
Raul G. Gerodias /no | g, 22 Dec 2014 Annual
Evita C. Caballa ID relationship to ID 2010 (4 years) Meeting 4
Oscar L. ParasJr./no | pec 22 Dec 2014 Annual
Ricardo Jose G. Nicolas llI ID relationship to ID 2012 (2 years) Meeting 2
Dec Annual
Raul Tito A. Estrella NED Oscar L. Paras Jr. 2011 22 Dec 2014 Meeting 3
Nov Annual
Cheryl S. Saldafia-de Leon ED Raul G. Gerodias 2010 22 Dec 2014 Meeting 4
Dec Annual
Frederick G. Liong NED Raul G. Gerodias 2013 22 Dec 2014 Meeting 1
April Annual
Mark Jayson E. Alapoop ED Raul G. Gerodias 2014 22 Dec 2014 Meeting 1

(b) Provide a brief summary of the corporate governance policy that the board of directors has adopted. Please
emphasize the policy/ies relative to the treatment of all shareholders, respect for the rights of minority

shareholders and of other stakeholders, disclosure duties, and board responsibilities.

The Board respects the rights of the stockholders as provided for in the Corporation Code, namely: -

(i) Right to vote on all matters which require their consent or approval;
(ii) Pre-emptive right to all stock issuances of the corporation;

(iii) Right to inspect corporate books and records;

(iv) Right to information;

(v) Right to dividends; and

(vi) Appraisal right.

The Board is transparent and fair in the conduct of the annual and special stockholders’ meetings of the
corporation. The stockholders are encouraged to personally attend such meetings. If they cannot attend, they are
apprised ahead of time of their right to appoint a proxy. Subject to the requirements of the By- Laws, the exercise
of that right shall not be unduly restricted and any doubt about the validity of a proxy should be resolved in the

stockholder's favor.




The Board takes appropriate steps to remove excessive or unnecessary costs and other administrative
impediments to the stockholders’ meaningful participation in meetings, whether in person or by proxy. Accurate
and timely information is made available to the stockholders to enable them to make a sound judgment on all
matters brought to their attention for consideration or approval.

The Board gives minority stockholders the right to propose the holding of meetings and the items for discussion in
the agenda that relate directly to the business of the corporation.

(c) How often does the Board review and approve the vision and mission?

The Board believes that this may not be applicable to the Company due to its non-operational status. Once the
Company revives its operations or when there are significant developments toward the revival of its operations, it
shall review and approve its vision and mission.

(d) Directorship in Other Companies
(i) Directorship in the Company’s Groupl

Identify, as and if applicable, the members of the company’s Board of Directors who hold the office of
director in other companies within its Group:

Type of Directorship
. , Corporate Name of the (Executive, Non-Executive,
Director’s Name . .
Group Company Independent). Indicate if
director is also the Chairman.
Central Bay Reclamation and
Raul G. Gerodias Development Corporation ED/Chairman
Central Bay Reclamation and
Yuen Po Seng Development Corporation NED
Central Bay Reclamation and
Evita C. Caballa Development Corporation ID
Central Bay Reclamation and
Cheryl S. Saldafia-de Leon Development Corporation ED
Central Bay Reclamation and
Mark Jayson E. Alapoop Development Corporation ED

(i) Directorship in Other Listed Companies

Identify, as and if applicable, the members of the company’s Board of Directors who are also directors of
publicly-listed companies outside of its Group:

Type of Directorship
Director’s Name Name of Listed Company 2 CH TR L R s
Independent). Indicate if
director is also the Chairman.
Yuen Po Seng Prime Orion Philippines, Inc. President & CEO
Zeus Holdings, Inc. President & CEO

(iii) Relationship within the Company and its Group

Provide details, as and if applicable, of any relation among the members of the Board of Directors, which
links them to significant shareholders in the company and/or in its group: N.A.

'The Group is composed of the parent, subsidiaries, associates and joint ventures of the company.



(iv) Has the company set a limit on the number of board seats in other companies (publicly listed, ordinary and
companies with secondary license) that an individual director or CEO may hold simultaneously? In particular,
is the limit of five board seats in other publicly listed companies imposed and observed? If yes, briefly
describe other guidelines: The Company has not set any limits of this nature.

Maximum Number of

Guidelines Directorships in other
companies
Executive Director N.A.
Non-Executive Director N.A.
CEO N.A.

(e) Shareholding in the Company

Complete the following table on the members of the company’s Board of Directors who directly and indirectly
own shares in the company:

Name of Director D?r:rc:t:i:::s Indirecthl:\TlPeir/O:hrough % osftiiiital
(name of record owner)

Oscar L. Paras, Jr. 1 30,000 0.00002%
Raul G. Gerodias 1 0.00002%
Yuen Po Seng 5,001 0.0001%
Raul Tito A. Estrella 999 0.00002%
Evita C. Caballa 200,000 0.003%
Cheryl S. Saldaria-de Leon 999 0.00002%
Frederick G. Liong 1 0.00002%
Ricardo Jose G. Nicolas, Il 1 0.00002%
Mark Jayson E. Alapoop 1 0.00002%
TOTAL 0.004%

2) Chairman and CEO

(a) Do different persons assume the role of Chairman of the Board of Directors and CEO? If no, describe the checks
and balances laid down to ensure that the Board gets the benefit of independent views.

Identify the Chair and CEO:

Chairman of the Board Oscar L. Paras Jr.
CEO/President Raul G. Gerodias

(b) Roles, Accountabilities and Deliverables



3)

4)

Define and clarify the roles, accountabilities and deliverables of the Chairman and CEO.

Chairman

Chief Executive Officer

Role

The Chairman of the Board is responsible
for the management, the development
and the effective performance of the
Board of Directors, and provides
leadership to the Board for all aspects of
the Board’s work.

The Chief Executive Officer (“CEQ”)
is responsible for leading the
development

and execution of the Company’s
long term strategy with a view to
creating

shareholder value.

Accountabilities

The Chairman acts in an advisory
capacity to the President and Chief
Executive Officer

(CEO) and to other officers in all matters
concerning the interests and
management of

the Corporation and, in consultation
with the CEO, plays a role in the
Corporation’s

external relationships.

The CEQ’s leadership role also
entails being ultimately
responsible for all day-to-day
management decisions and for
implementing the

Company’s long and short term
plans.

Deliverables

Chairs annual and special meetings of
the shareholders. Plans and organizes all
of the activities of the Board of Directors
including: (i) the preparation for, and the
conduct of, Board meetings; (ii) the
quality, quantity and timeliness of the
information that goes to Board
members; (iii) the evaluation of the
Board’s effectiveness and
implementation of

improvements; (iv) the ongoing formal
and informal communication with and
among

Directors.

The CEO acts as a direct liaison
between

the Board and management of the
Company and communicates to the
Board on

behalf of management. The CEO
also communicates on behalf of the
Company

to shareholders, employees,
Government authorities, other
stakeholders and the

public.

Explain how the board of directors plans for the succession of the CEO/Managing Director/President and the top key
management positions?

Due to the non-operational status of the Company, there are no employees or key officers aside from the Board of
Directors. In a limited sense, the Board of Directors benchmark potential leadership. Benchmarking involves collecting
information about potential successors. Benchmarking provides the Board with in-depth profiles of potential leaders,
putting the Board in a better position to assemble quickly a list of potential CEO candidates and potential members of
the Board. If the office of the President becomes vacant by death, resignation or otherwise, the Board of Directors by
a majority vote may choose a successor who shall hold office for the unexpired term. In case of temporary absence of
any officer of the Corporation or for any other person that the Board of Directors may deem sufficient, the Board of
Directors may delegate the powers and duties of such officer to another qualified person.

Other Executive, Non-Executive and Independent Directors

Does the company have a policy of ensuring diversity of experience and background of directors in the board? Please

7



explain.

Yes. It is required that the Nomination Committee pre-screens all candidates nominated to become a member of the
Board. Nominees must have a practical understanding of the business of the corporation, must be a member of the
relevant industry in good standing, or a member in good standing of business or professional organizations. Each

nominee is thus required to submit a summary of his or her previous business experience.

Does it ensure that at least one non-executive director has an experience in the sector or industry the company

belongs to? Please explain.

Yes. Nominees must have a practical understanding of the business of the corporation, must be a member of the
relevant industry in good standing, or a member in good standing of business or professional organizations. Each

nominee is thus required to submit a summary of his or her previous business experience.

Define and clarify the roles, accountabilities and deliverables of the Executive, Non-Executive and Independent

Directors:
Executive Non-Executive Independent Director
To guard against and be
a deterrent to fraud and
mismanagement,
To design, develop and . inefficient use of
. . To provide a . .
implement strategic . — resources, inequality
. creative contribution to 1
plans for their . and unaccountability of
Role the board by providing

organization in a cost-
effective and time-
efficient manner

objective
criticism.

decisions; and as a
forerunner for striking
the right balance
between individual,
economic and social
interests.

Accountabilities

Responsible for the day-
to-day operation of the
organization, including
managing committees
and staff and developing
business plans in
collaboration with the
board for the future of
the organization. In
essence, the board
grants the Executive
Director the authority to
run the organization

Takes responsibility for
monitoring the
performance of
executive management,
especially with regard to
the progress made
towards

achieving the
determined company
strategy and

objectives

—OQversight of company
financial

reporting process and
disclosure of its financial
information

-Review with
management, the
annual financial
statements before
approval by the board
with particular reference
to Directors
Responsibility
Statement, changes in
accounting policy, major
accounting estimates,
audit findings
adjustments,
compliance with listing
and other legal
requirements,
disclosure of related
party transactions and
qualification in the draft




audit report.

-Review financial
statements of
subsidiary companies
with special attention to
investments

made by them

Deliverables

The Executive Director is
a leadership role for an
organization and often
fulfills

a motivational role in
addition to office-based
work. Executive
Directors motivate and
mentor members,
volunteers, and staff,
and may chair meetings.
The Executive Director
leads the organization
and develops

its organizational
culture.

Non-executive directors
are expected to focus on
board

matters and not stray
into ‘executive
direction,’ thus
providing an
independent view of the
company that is
removed from day-to-
day running. Non-
executive

directors, then, are
appointed to bring to
the board:

¢ independence;

e impartiality;

¢ wide experience;

¢ special knowledge;

¢ personal qualities.

Independent Directors
shall:

a. prepare thoroughly
for the meeting

b. be objective in
forming sound decisions
relating

to the company and its
business

c. be open minded, free
and frank in expressing
their opinions and at the
same be willing to
engage in meaningful
debates

d. be committed to
decisions made as a
Board,

e. continuously seek
information both from
within

and if required outside
professional

knowledge to keep
abreast with the

latest developments in
the areas

of the company’s
operations

f. be informed on laws
and regulations
influencing

their functioning as
directors

g. Utilize the expertise
they possess to the good
advantage of the
company

Provide the company’s definition of "independence" and describe the company’s compliance to the definition.

The Company defines an independent director as a person who, apart from his fees and shareholdings, is independent of
management and free from any business or other relationship which could, or could reasonably be perceived to,
materially interfere with his exercise of independent judgment in carrying out his responsibilities as a director.



Does the company have a term limit of five consecutive years for independent directors? If after two years, the company
wishes to bring back an independent director who had served for five years, does it limit the term for no more than four
additional years? Please explain.

The company has a term limit of five consecutive years for independent directors in accordance with the SEC
Memorandum. The Company has yet to provide for rules for returning independent directors.

5) Changes in the Board of Directors (Executive, Non-Executive and Independent Directors)
(a) Resignation/Death/Removal

Indicate any changes in the composition of the Board of Directors that happened during the period: N.A.

(b) Selection/Appointment, Re-election, Disqualification, Removal, Reinstatement and Suspension

Describe the procedures for the selection/appointment, re-election, disqualification, removal, reinstatement and
suspension of the members of the Board of Directors. Provide details of the processes adopted (including the
frequency of election) and the criteria employed in each procedure:

Procedure H Process Adopted H Criteria

a. Selection/Appointment

In addition to the qualifications for
membership in the Board provided
for in the Corporation Code,
Securities Regulation Code (“SRC”)
and other relevant laws, the Board
may  provide for  additional
qualifications which include, among

The election of the
members of the Board is
held during the Annual
Stockholders’ Meeting.
In accordance with the

(i) Executive Directors

Corporation’s  Manual .
others, the following:

for Corporate

Governance (the

“Manual”), the

(i) College education or equivalent
academic degree;

(ii) Practical understanding of
the business of the corporation;

Nomination Committee
shall pre-screened all
candidates nominated

(ii) Non-Executive Directors to become a member of

. iii Membershi in ood
the Board in accordance (i . . P . &
. e standing in relevant industry,
with the qualifications . .
business or professional

and disqualifications set

forth in the Manual. c?rganizations.; and .
(iv) Previous business
experience.
Only the nominees for
Independent Directors | (i) Is not a director or officer
whose names appear in | or substantial stockholder of THE
this Information | COMPANY or of its related
Statement shall be | companies or any of its substantial
eligible for election as | stockholders (other than as an
(iii) Independent Directors Independent  Director. | independent director of any of the

No further nomination
shall be entertained or
allowed on the floor
during the actual Annual
Meeting.

foregoing);

(ii) Does not own more than
2% of the shares in THE COMPANY
and/or its related companies or its
substantial stockholders;

(iii) Is not related to any

10



The Chairman of the
Annual Meeting shall
inform all stockholders
in attendance of the
mandatory requirement
of electing two
Independent Directors.
He shall ensure that two
Independent Directors
are elected during the
Annual Meeting. Specific
slots for Independent
Directors shall not be
filed by unqualified
nominees. In case of
failure of election for
Independent Directors,
the Chairman of the
Annual Meeting shall
call a separate election
during the same
meeting to fill up the
vacancy.

director, officer or substantial
stockholder of THE COMPANY, any
of its related companies or any of its
substantial stockholders. For this
purpose, relatives includes spouse,
parent, child, brother, sister, and
the spouse of such child, brother or
sister;

(iv) Is not acting as a nominee
or representative of any director or
substantial stockholder of THE
COMPANY, and/or any of its related
companies and/or any of its
substantial stockholders;

(v) Has not been employed in
any executive capacity by THE
COMPANY, any of its related
companies and/or by any of its
substantial stockholders within the
last 2 years;

(vi) Is not retained, either
personally or through his firm or
any similar entity as professional
adviser by THE COMPANY, any of its
related companies or any of its
substantial stockholders within the
last 2 years; or

(vii) Has not engaged and does
not engage in any transaction with
THE COMPANY and/or with any of
its related companies and/or with
any of its substantial stockholders,
whether by himself or with other
persons or through a firm of which
he is a partner and/or a company of
which he is a director or substantial
stockholder, other than transactions
which are conducted at arm’s length
and are immaterial.

(i) He shall have at least 1
share of stock of THE COMPANY;
(ii) He shall be at least a

college graduate or he shall have
been engaged or exposed to the
business of THE COMPANY for at
least 5 years;

(iii) He shall possess
integrity/probity; and
(iv) He shall be assiduous.

b. Re-appointment

(i) Executive Directors

Members of the Board
shall serve for a term of

11



(i) Non-Executive Directors

(iii) Independent Directors

one year and until their
successors shall have
been duly elected and
qualified.

c. Permanent Disqualification

(i) Executive Directors

(ii) Non-Executive Directors

(i) Any person convicted by
final judgment or order by a
competent judicial or administrative
body of any crime that (a) involves
the purchase or sale of securities, as
defined in the SRC; (b) arises out of
the person's conduct as an
underwriter, broker, dealer,
investment adviser, principal,
distributor, mutual fund dealer,
futures commission  merchant,
commodity trading advisor, or floor
broker; or (c) arises out of his
fiduciary relationship with a bank,
quasi-bank, trust company,
investment house or as an affiliated
person of any of them;

(ii) Any person who, by reason
of misconduct, after hearing, is
permanently enjoined by a final
judgment or order of the SEC or any
court or administrative body of
competent jurisdiction from: (a)
acting as underwriter, broker,
dealer, investment adviser, principal
distributor, mutual fund dealer,
futures commission  merchant,
commodity trading advisor, or floor
broker; (b) acting as director or
officer of a bank, quasi-bank, trust
company, investment house, or
investment company; (c) engaging
in or continuing any conduct or
practice in any of the capacities
mentioned in sub-paragraphs (a)
and (b) above, or willfully violating
the laws that govern securities and
banking activities.

The disqualification shall also apply
if such person is currently the
subject of an order of the SEC or any
court or administrative body
denying, revoking or suspending any
registration, license or permit issued
to him under the Corporation Code,
SRC or any other law administered
by the SEC or Bangko Sentral ng
Pilipinas (“BSP”), or under any rule

12



or regulation issued by the SEC or
BSP, or has otherwise been
restrained to engage in any activity
involving securities and banking; or
such person is currently the subject
of an effective order of a self-
regulatory organization suspending
or expelling him from membership,
participation or association with a
member or participant of the
organization;

(iii) Any person convicted by
final judgment or order by a court
or competent administrative body
of an offense involving moral
turpitude, fraud, embezzlement,
theft, estafa, counterfeiting,
misappropriation, forgery, bribery,
false affirmation, perjury or other
fraudulent acts;

(iv) Any person who has been
adjudged by final judgment or order
of the SEC, court, or competent
administrative body to have willfully
violated, or willfully aided, abetted,
counseled, induced or procured the
violation of any provision of the
Corporation Code, SRC or any other
law administered by the SEC or BSP,
or any of its rule, regulation or
order;

(v) Any person earlier elected
as independent director who
becomes an officer, employee or
consultant of the same corporation;
(vi) Any person judicially
declared as insolvent;

(vii) Any person found guilty by
final judgment or order of a foreign
court or equivalent financial
regulatory  authority of acts,
violations or misconduct similar to
any of the acts, violations or
misconduct enumerated in sub-
paragraphs (i) to (v) above;

(viii) Conviction by final
judgment of an offense punishable
by imprisonment for more than six
(6) years, or a violation of the
Corporation Code committed within
five (5) years prior to the date of his
election or appointment.

(iii) Independent Directors

Same as above, and additionally, no
person convicted by final judgment

13



of an offense punishable by
imprisonment  for a period
exceeding 6 years, or a violation of
the SRC committed within 5 years
prior to the date of his election,
shall qualify as an Independent
Director

d. Temporary Disqualification

(i) Executive Directors

(i) Non-Executive Directors

(iii) Independent Directors

A temporarily
disqualified director
shall, within sixty
business days from such
disqualification, take the
appropriate action to
remedy or correct the
disqualification. If he
fails or refuses to do so
for unjustified reasons,
the disqualification shall
become permanent.

The Board may provide for the
temporary disqualification of a
director for any of the following
reasons:

(i) Refusal to comply with the
disclosure requirements of the SRC
and its Implementing Rules and
Regulations. The disqualification
shall be in effect as long as the
refusal persists;

(ii) Absence in more than fifty
percent of all regular and special
meetings of the Board during his
incumbency, or any twelve-month
period during the said incumbency,
unless the absence is due to illness,
death in the immediate family or

serious accident. The
disqualification shall apply for
purposes of the succeeding
election;

(iii) Dismissal or termination

for cause as director of any
corporation covered by the
Corporation Code. The
disqualification shall be in effect
until he has cleared himself from
any involvement in the cause that
gave rise to his dismissal or
termination;

(iv) If the beneficial equity
ownership of an independent
director in the corporation or its
subsidiaries and affiliates exceeds
two percent of its subscribed capital
stock. The disqualification shall be
lifted if the limit is later complied
with;

(v) If any of the judgments or
orders cited in the grounds for
permanent disqualification has not
yet become final.

e. Removal

14



(i) Executive Directors

(i) Non-Executive Directors

(iii) Independent Directors

Any person who has been finally
convicted by a competent judicial or
administrative  body of the
following: (a) any crime involving
the purchase or sale of securities,
e.g., proprietary or non-proprietary
membership certificate, commodity
futures contract, or interest in a
common trust fund, pre-need plan,
pension plan or life plan; (b) any
crime arising out of the person's
conduct as an underwriter, broker,
dealer, investment company,
investment adviser, principal
distributor, mutual fund dealer,
futures commission  merchant,
commodity trading advisor, floor
broker; and (c) any crime arising out
of his relationship with a bank,
quasi-bank, trust company,
investment house or as an affiliated
person of any of them;

(ii) Any person who, by reason
of any misconduct, after hearing or
trial, is permanently or temporarily
enjoined by order, judgment or
decree of the SEC or any court or
other administrative body of
competent jurisdiction from: (a)
acting as an underwriter, broker,
dealer, investment adviser, principal
distributor, mutual fund dealer;
futures commission  merchant;
commodity trading advisor, or a
floor broker; (b) acting as a director
or officer of a bank, quasi-bank,
trust company, investment house,
investment company or an affiliated
person of any of them; (c) engaging
in or continuing any conduct or
practice in connection with any such
activity or willfully violating laws
governing securities, and banking
activities. Such disqualification shall
also apply when such person is
currently subject to an effective
order of the SEC or any court or
other administrative body refusing,
revoking or  suspending any
registration, license or permit issued
under the Corporation Code, SRC, or
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any other law administered by the
SEC or BSP, or under any rule or
regulation promulgated by the SEC
or BSP, or otherwise restrained
from engaging in any activity
involving securities and banking.
Such person is also disqualified
when he is currently subject to an
effective order of a self-regulatory
organization suspending or
expelling him from membership or
participation or from associating
with a member or participant of the
organization;

(iii) Any person finally
convicted judicially or
administratively of an offense
involving moral turpitude, fraud,
embezzlement, theft, estafa,
counterfeiting, = misappropriation,
forgery, bribery, false oath, perjury
or other fraudulent act or
transgressions;

(iv) Any person finally found by
the SEC or a court or other
administrative body to have willfully
violated, or willfully aided, abetted,
counseled, induced or procured the
violation of any provision of the
SRC, the Corporation Code, or any
other law administered by the SEC
or BSP, or any rule, regulation or
order of the SEC or BSP, or who has
filed a materially false or misleading
application, report or registration
statement required by the SEC, or
any rule, regulation or order of the
SEC;

(v) Any person judicially
declared to be insolvent;

(vi) Any person finally found
guilty by a foreign court or
equivalent  financial regulatory
authority of acts; violations or
misconduct similar to any of the
acts, violations or misconduct listed
in paragraphs (i) to (v) hereof;

(vii) Any affiliated person who
is ineligible, by reason of paragraphs
(i) to (v) hereof to serve or act in the

capacities listed in those
paragraphs;
(viii) Conviction by final

judgment of an offense punishable
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by imprisonment for a period
exceeding 6 years, or a violation of
the Corporation Code, committed
within 5 years prior to the date of
his election or appointment;

(ix) He becomes an officer or
employee of THE COMPANY where
he is such member of the board of
directors/trustees, or becomes any
of the persons enumerated in item
(i) to (viii) hereof;

(x) His  beneficial  security
ownership exceeds 10% of the
outstanding capital stock of THE
COMPANY where he is such
director;

(xi) Fails, without any
justifiable cause, to attend at least
50% of the total number of Board
meetings during his incumbency
unless such absences are due to

provides.

grave illness or death of an
immediate family; and

(xii) Such other disqualifications
which THE COMPANY’s Manual

Voting Result of the last Annual General Meeting

Name of Director

Votes Received

Oscar L. Paras Jr.

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Raul G. Gerodias

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Yuen Po Seng

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Evita C. Caballa

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Ricardo Jose G. Nicolas Ill

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Raul Tito A. Estrella

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Cheryl S. Saldafia-de Leon

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Frederick G. Liong

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

Mark Jayson E. Alapoop

Approx. 3,784,655,999 or 62% of the
outstanding capital stock

6) Orientation and Education Program

(a) Disclose details of the company’s orientation program for new directors, if any. N.A.
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(b) State any in-house training and external courses attended by Directors and Senior Management2 for the past

(c)

three (3) years: N.A.

Continuing education programs for directors: programs and seminars and roundtables attended during the year.

N.A.

While the Company has a formal board in place, it is still establishing a suitable and practical director
development program.

B. CODE OF BUSINESS CONDUCT & ETHICS

1) Discuss briefly the company’s policies on the following business conduct or ethics affecting directors, senior

management and employees: Note: The Company has no employees or senior management.

Business Conduct &

considered material if
the director's personal
or business interest is
antagonistic to that of
the corporation, or
stands to acquire or
gain financial advantage

Ethics Directors Senior Management Employees
(a) Conflict of Interest | The basic principle to be N.A. N.A.
(b) Conduct of Business | observed is thata NA NA
and Fair Dealings director should not use ol A
(c) Receipt of gifts from | his position to profit or
third parties gain some benefit or N.A. N.A.
(d) Compliance with advantage for himself
Laws & Regulations fa\nd/or his related N.A. N.A.
(e) Respect for Trade |nte.rest. H¢.a should
Secrets/Use of Non- avoid 5|tuat|on.s tha.t NA. NA.
public Information ,may colm.promlse his
impartiality. If an actual
(f) Use of Company or potential conflict of
Funds, Afsets and interest may arise on N.A. N.A.
Information the part of a director,
(g) Employment & he should fully and
Labor Laws & immediately disclose it N.A. N.A.
Policies and should not
(h) Disciplinary action participate in the N.A. N.A.
(i) Whistle Blower decision-making N.A. N.A.
process. A director who
has a continuing
material conflict of
interest should
seriously consider
resigning from his
position. A conflict of
(j) Conflict Resolution | interest shall be N.A. N.A.

* Senior Management refers to the CEO and other persons having authority and responsibility for planning, directing and
controlling the activities of the company.
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2)

3)

4)

corporation.

at the expense of the

Related Party Transactions

(a) Policies and Procedures

Has the code of ethics or conduct been disseminated to all directors, senior management and employees? Yes.
Discuss how the company implements and monitors compliance with the code of ethics or conduct.

Since this is applicable to small group of individuals only, the Board itself implements and monitors compliance.

Describe the company’s policies and procedures for the review, approval or ratification, monitoring and recording
of related party transactions between and among the company and its parent, joint ventures, subsidiaries,
associates, affiliates, substantial stockholders, officers and directors, including their spouses, children and
dependent siblings and parents and of interlocking director relationships of members of the Board.

Related Party Transactions are limited to loans to or from substantial stockholders which has been thoroughly
disclosed to the Commission, Exchange and the Stockholders. Other than these transactions and because of the
non-operational status of the Company, there are no

Related Party Transactions

Policies and Procedures

(1) Parent Company

(2) Joint Ventures

(3) Subsidiaries

(4) Entities Under Common Control

(5) Substantial Stockholders

(6) Officers including
spouse/children/siblings/parents

(7) Directors including
spouse/children/siblings/parents

(8) Interlocking director relationship
of Board of Directors

All related-party Transactions must be brought to the
attention of the Board of Directors. The Board will
determine whether the terms of the related-party
Transaction are fair to the Company and on terms at least as
favorable as would apply if the other party was not or did not
have an affiliation with a director, executive officer of the
Company; whether there are demonstrable business reasons
for the Company to enter into the related-party transaction;
whether the related-party transaction would impair the
independence of a director; and whether the related-party
transaction would present an improper conflict of interests
for any director, executive officer of the Company, taking
into account the size of the transaction, the overall financial
position of the director, executive officer, the direct or
indirect nature of the interest of the director, executive
officer in the transaction, the ongoing nature of any
proposed relationship, and any other factors the Board
deems relevant. Any member of the Board who has an
interest in the transaction under discussion will abstain from
voting on the approval of the related-party Transaction.

(b) Conflict of Interest

(i) Directors/Officers and 5% or more Shareholders

Identify any actual or probable conflict of interest to which directors/officers/5% or more shareholders may

be involved.

Details of Conflict
of Interest (Actual or Probable)

H Name of Director/s

N/A
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5)

6)

Name of Officer/s N/A
Name of Significant Shareholders N/A

(i) Mechanism

Describe the mechanism laid down to detect, determine and resolve any possible conflict of interest between
the company and/or its group and their directors, officers and significant shareholders.

Directors/Officers/Significant Shareholders
Company N/A
Group N/A

There is currently no structured mechanism adopted by the Company or its group to detect, determine and resolve
possible conflict of interest, if any, between the Company and/or its group and their directors, officers and significant
shareholders. However, the Company’s nomination committee pre-screens candidates for members of the
Company’s board of directors to avoid any possible conflict of interest from arising. The Company’s Compliance
Officer and legal counsels also check for possible conflicts whenever the Company enters into transactions.

Family, Commercial and Contractual Relations

(a) Indicate, if applicable, any relation of a family,3 commercial, contractual or business nature that exists between
the holders of significant equity (5% or more), to the extent that they are known to the company:

Names of Related Tvbe of Relationshi Brief Description of the
Significant Shareholders P P Relationship
N/A

(b) Indicate, if applicable, any relation of a commercial, contractual or business nature that exists between the
holders of significant equity (5% or more) and the company:

Names of Related
Significant Shareholders
N/A

Type of Relationship Brief Description

(c) Indicate any shareholder agreements that may impact on the control, ownership and strategic direction of the
company:

% of Capital Stock affected Brief Description of the

Wt el e lles (Parties) Transaction

N/A

Alternative Dispute Resolution

Describe the alternative dispute resolution system adopted by the company for the last three (3) years in amicably
settling conflicts or differences between the corporation and its stockholders, and the corporation and third parties,
including regulatory authorities.

Due to the non-operational status of the Company, it does not have an alternative dispute resolution system to
amicably settle conflicts or differences between the Company and its stockholders, between the Company and third
parties, including regulatory authorities.

3 Family relationship up to the fourth civil degree either by consanguinity or affinity.
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1)

2)

3)

4)

5)

BOARD MEETINGS & ATTENDANCE

Are Board of Directors’ meetings scheduled before or at the beginning of the year? The Board strives to meet at least

every quarter.

Attendance of Directors for the year 2014

N,o' of No. of
Board Name IIE)I::i:: M:E:Ii:ist:zld Meetings %

- Attended
Chairman OSCAR L. PARAS JR. DEC 2012 6 6 100
Member RAUL G. GERODIAS DEC 2012 6 6 100
Member YUEN PO SENG 1993 6 5 83
Member RAULTITO A. ESTRELLA Dec 2011 6 6 100
Independent | EVITA C. CABALLA Nov 2010 6 6 100
Independent | RICARDO JOSE G. NICOLAS lli Dec 2012 6 6 100
Member CHERYL S. SALDANA-DE LEON Nov 2010 6 6 100
Member FREDERICK G. LIONG Nov 2010 6 6 100
Member MARK JAYSON E. ALAPOOP APRIL 2014 5 5 100

Do non-executive directors have a separate meeting during the year without the presence of any executive? If yes,
how many times?

None.

Is the minimum quorum requirement for Board decisions set at two-thirds of board members? Please explain.

A quorum at any meeting of the directors shall consist of a majority of the entire membership of the board. A majority
of such quorum shall decide any questions that may come before the meeting.

Access to Information

(a) How many days in advance are board papers4 for board of directors meetings provided to the board?

Since the matters to be discussed are limited due to the non-operational status of the Company, board papers are
provided to the board at least one (1) day before the date of such meeting.

(b) Do board members have independent access to Management and the Corporate Secretary?

Yes.

(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in preparing
the board agenda, facilitating training of directors, keeping directors updated regarding any relevant statutory
and regulatory changes, etc?

The Corporate Secretary has the following duties:

(i) To keep the minutes of all meetings of the Board of Directors and of the stockholders;

(i) To keep the stock and transfer book and the corporate seal, which he shall stamp on all documents

* Board papers consist of complete and adequate information about the matters to be taken in the board meeting.
Information includes the background or explanation on matters brought before the Board, disclosures, budgets, forecasts
and internal financial documents.
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6)

7)

1)

2)

requiring such seal of the Corporation;

(iii) To fill and countersign all the certificates of stock issued, asking corresponding annotations on the
margins of stubs of such certificates upon issuance;

(iv) To give, or cause to be given, all notices required by law or by-laws of the Corporation as well as notices
of all meeting of the Board of Directors and of the stockholders.

(d) Is the company secretary trained in legal, accountancy or company secretarial practices? Please explain should
the answer be in the negative.

Yes.

(e) Committee Procedures

Disclose whether there is a procedure that Directors can avail of to enable them to get information necessary to
be able to prepare in advance for the meetings of different committees:

ves [ | No [

Committee Details of the procedures
Executive N/A
Audit N/A
Nomination N/A
Remuneration N/A
Others (specify) N/A

External Advice

Indicate whether or not a procedure exists whereby directors can receive external advice and, if so, provide
details:

The Company refers its directors to external counsels and other advisors whenever they have questions regarding
the Company’s transactions and to prepare them for board and committee meetings.

Change/s in existing policies

Indicate, if applicable, any change/s introduced by the Board of Directors (during its most recent term) on existing
policies that may have an effect on the business of the company and the reason/s for the change:

There were no changes introduced by the Board of Directors during its most recent term on existing policies that
may have an effect on the business of the company.

REMUNERATION MATTERS
Remuneration Process

Disclose the process used for determining the remuneration of the CEO and the four (4) most highly compensated
management officers:

The Board of Directors shall fix the compensation of the officers and agents of the Company. There is no particular
process followed by the Board.

Remuneration Policy and Structure for Executive and Non-Executive Directors

Disclose the company’s policy on remuneration and the structure of its compensation package. Explain how the
compensation of Executive and Non-Executive Directors is calculated.
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3)

4)

Due to the non-operational status of the Company, there is no significant remuneration or compensation package for
the members of the Board of Directors.

Do stockholders have the opportunity to approve the decision on total remuneration (fees, allowances, benefits-in-
kind and other emoluments) of board of directors? Provide details for the last three (3) years.

N/A

Aggregate Remuneration

Complete the following table on the aggregate remuneration accrued during the most recent year:

Non-Executive Directors

Remuneration Item E)fecutlve (other than independent Indt.ependent
Directors . Directors
directors)
(a) Fixed Remuneration N/A
(b) Variable Remuneration N/A
(c) Per diem Allowance N/A
(d) Bonuses N/A
(e) Stock Options and/or
other financial N/A
instruments
(f) Others (Specify) N/A
Total
Executive Non-Executive Director Independent
Other Benefits . (other than independent . .
Directors . Directors
directors)
1) Advances N/A
2) Credit granted N/A
3) Pension Plan/s
Contributions N/A
(d) Pension Plans,
Obligations incurred N/A
(e) Life Insurance Premium N/A
(f) Hospitalization Plan N/A
(g) CarPlan N/A
(h) Others (Specify) N/A

Total

Stock Rights, Options and Warrants

(a) Board of Directors
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Complete the following table, on the members of the company’s Board of Directors who own or are entitled to
stock rights, options or warrants over the company’s shares:

The Company has not granted any stock rights, options or warrants over the Company’s shares to any member of
the Company’s Board of Directors.

(b) Amendments of Incentive Programs

Indicate any amendments and discontinuation of any incentive programs introduced, including the criteria used
in the creation of the program. Disclose whether these are subject to approval during the Annual Stockholders’

Meeting:

Incentive Program

Amendments

Date of

Stockholders’ Approval

N/A

5) Remuneration of Management

Identify the five (5) members of management who are not at the same time executive directors and indicate the total
remuneration received during the financial year.

Due to its non-operational status, the Company no longer has any employees.

E. BOARD COMMITTEES

1) Number of Members, Functions and Responsibilities

Provide details on the number of members of each committee, its functions, key responsibilities and the
power/authority delegated to it by the Board:

No. of Members
. Non- H
Committee Ll e e L Committee Functions Key _ Power
Director Direct nt Director Charter Responsibilities
(ED) irector (|D)
(NED)
Executive N/A N/A N/A N/A N/A N/A N/A
Audit 1 1 1
Nomination 2 - 1
Remuneration 2 - 1
2) Committee Members
(a) Executive Committee
The Company has no Executive Committee
(b) Audit Committee
Date of LLRC s G Is:::\i::'; ?r:
Office Name Abpoi Meetings Meetings % h
ppointment Held Attended the
Committee
Chairman (ID) Evita C. Caballa Nov 2011
Member (ED) Raul G. Gerodias Dec 2012
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|| Member (NED) || Yuen Po Seng H Nov 2011 H H H H

Disclose the profile or qualifications of the Audit Committee members.
Evita C. Caballa

Director:

Liberty Telecoms Holdings, Inc.

Wi-Tribe Telecoms, Inc. (formerly Liberty Broadcasting Network Incorporated)
Skyphone Logistics Inc.

Silvertides Holdings Corporation

Pacific Nickel Philippines, Inc.

Philnico Industrial Corporation

South Western Cement Corp.

Corporate Secretary:

Philippine Diamond Hotel and Resort Inc.
Philippine Oriental Realty Development Inc.
Bank of Commerce

Raul G. Gerodias

Director:

Fritz & Macziol Asia, Inc.

ParexGroup Inc.

Kyani Philippines, Inc.

Globalpeak Holdings, Inc.

The European Hair Factory, Inc.

Kewalram Philippines, Inc.

Elegant Infoventures, Inc.,

Hi-Frequency Telecommunication, Inc.

Metro Promo Concepts Corp.

Zoraymee Holdings, Inc.

Terrabay Holdings, Inc.

MUSIC Group Limited

MUSIC Group Commercial BM Ltd. MUSIC Group Services SG (Pte.) Ltd. MUSIC Group Services US Inc.
MUSIC Group Services EU GmbH

MUSIC Group Commercial HK Limited MUSIC Group Services JP K.K.
MUSIC Group Macao Commercial Offshore Limited

Music Group Macao Commercial Offshore Limited (Philippines) ROHQ
MUSIC Group Commercial PH Inc.

MUSIC Group Services NV Inc.

MUSIC Group IP Ltd.

MUSIC Group Research UK Limited

Turbosound Ltd.,Behringer International Service Centre Limited, Zhongshan Eurotec Electronics Limited
Zhongshan Eurotec Electronics Limited (Shenzhen Branch)

MUSIC Group Commercial BM Ltd. (Philippines)

ROHQ and Music Group Services PH Corp. (PEZA)

Board of Trustees:
Community Waterhope Foundation, Inc. Ateneo Law Alumni Association, Inc.

Chairman:
ALK Holdings and Management, Inc. Skytrooper Charter Phils., Inc.
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AirMaverick Inc

President & Chairman:

GSE Management Services, Inc.,
Terramino Holdings, Inc.

Alpha Point Property Holdings, Inc.
AB Fiber Corp.

President:

Central Bay Reclamation and Development Corporation
Pixiedust, Inc.

Continuitas Corporation

Treasurer and Corporate Secretary:
Swiss Sense Worldwide, Inc.

Director and Treasurer:
Swiss Sense, Inc.

Director and Corporate Secretary:

AB Food and Beverages Phils. Inc.

Fujitsu Ten Corporation of the Philippines
Kiden Development Corporation

Diez Corporation

TKG Corporation

ASC Phils., Inc.

Unitel Productions, Inc.

Quento Media, Inc.

Merlin Information Systems Philippines, Inc.,
TD Outsourcing Philippines, Inc.

Adventure Bay Resort and Theme Park, Inc.
Ashwell Holdings, Inc.

Musungu, Inc.

Assetvalues Holding Company, Inc.
Philippine Bio-Ethanol & Energy Investment Corp.

Corporate Information Officer &
Compliance Officer:
Leisure & Resorts World Corporation

Resident Agent:
Music Group Macao Commercial Offshore Limited (Philippines) ROHQ
Shinko Electric Industries Co., Ltd.

Corporate Secretary:

AB Leisure Exponent, Inc. (Bingo Bonanza Corporation)
AB Leisure Global, Inc.

Fujitsu Die-Tech Corporation of the Philippines

Fujitsu Ten Solutions Philippines, Inc.

Harada Automotive Antenna (Philippines), Inc.

Harada Phils. Development and Management, Inc.
Universal Leaf Philippines, Inc.

Unistar Land and Property Corporation Union Leaf Holdings Corporation
UUU Realty Holdings, Inc.

One World Connections, Inc.
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Eco Fuel Land Development, Inc.

| & Lu Tobacco Company, Inc.

Coastal Training Philippines Corp. DBA DuPont Sustainable Solutions
Teleaccess, Inc.

Straight Shooters Media, Inc.

Healthwealth International Corp.

Middleby Philippines Corporation Middleby Worldwide Phils., Inc.
Ferrier Hodgson Philippines, Inc.

FH Corporate Services, Inc.

FH Asset Management Corp.

Ferrier Hodgson Management Services, Inc.
FTI Consulting Administrative Services, Inc.
Macondray Finance Corporation

Paragon Trading & Services Corporation
Masagana Realty Co., Inc.

Silver Finance, Inc.

Silver CDO Finance, Inc.

Five Star Finance Corporation

Silver WDC Finance Corporation

Silver Holdings Groups, Inc.

Ashwell Holdings, Inc.

Techno Holdings Corporation

Technolux Equipment & Supply Corporation
HKR Equipment Corporation

The Turf Company, Inc.

The Finix Corporation

Steltz International, Inc.

Geyser Global Sourcing Corporation
Culinary Best Source, Inc.

Createch Wellness Corp.

A & L Equities, Inc.

DACS Holdings, Inc.

La Deca Farm Corporation

LLF Farms, Inc.

Yuen Po Seng

Director:

BIB Aurora Insurance Brokers, Inc.

Central Bay Reclamation & Development Corp.
FLT Prime Insurance Corporation

Genez Investments Corporation Guoco Assets (Philippines), Inc.
Guoman Philippines Incorporated

Hong Way Holdings, Inc.

Lepanto Ceramics, Inc.

Luck Hock Venture Holdings, Inc.

0.Y.L. Holdings, Inc.

OE Holdings, Inc.

Orion Beverage, Inc.

Orion | Holdings Philippines, Inc.

Orion Land Inc.

Orion Maxis Inc.

Orion Property Development, Inc.

Orion Solutions, Inc.

Prime Orion Philippines, Inc.



TPl Holdings Corporation
Treasure-House Holdings Corporation
Tutuban Properties, Inc.

Hume Furniture (Philippines), Inc.
Zeus Holdings, Inc.

ZHI Holdings, Inc.

Chairman and President:

Genez Investments Corporation

Luck Hock Venture Holdings, Inc.
O.Y.L. Holdings, Inc.

Orion Solutions, Inc.

Treasure-House Holdings Corporation
ZHI Holdings, Inc.

President:

BIB Aurora Insurance Brokers, Inc.
FLT Prime Insurance Corporation
Guoco Assets (Philippines), Inc.
Hong Way Holdings, Inc.

Lepanto Ceramics, Inc.

Orion | Holdings Philippines, Inc.
Orion Maxis Inc.

Prime Orion Philippines, Inc.

Zeus Holdings, Inc.

Describe the Audit Committee’s responsibility relative to the external auditor.

The Audit Committee has the following responsibilities relative to the external auditor:

(i)
(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

Recommend nominees for external auditors;
Perform oversights functions over the Company’s internal and external auditors. It should ensure that
the internal and external auditors act independently from each other, and that both auditors are given
unrestricted access to all records, properties and personnel to enable them to perform their respective
audit functions;
Prior to the commencement of the audit, discuss with the external auditor the nature, scope and
expense of the audit, and ensure proper coordination if more than one audit firm is involved in the
activity to secure proper coverage and minimize duplication of efforts;
Review the reports submitted by the internal and external auditors;
Evaluate and determine the non-audit work, if any, of the external auditor, and review periodically the
non-audit fees paid to the external auditor in relation to their significance to the total annual income of
the external auditor and to the Company’s overall consultancy expenses. The Audit Committee shall
disallow any non-audit work that will conflict with his duties as an external auditor or may pose a threat
to his independence. The non-audit work, if allowed, should be disclosed in the Company’s annual
report;
Establish and identify the reporting line of the internal auditor to enable him to properly fulfil his duties
and responsibilities. He shall functionally report directly to the Audit Committee. The Audit Committees
shall ensure that, in the performance of the work of the internal auditor, he shall be free from
interference by outside parties;
Review and evaluation, on an annual basis (at the minimum), of the performance of the external auditors
(including lead partner) and recommend to the Board of Directors the appointment of the external
auditor;
Review the external auditor’s proposed audit scope and approach;
On a regular basis, meet separately with the external auditors to discuss any matters that the committee
or auditors believe should be discussed separately.
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3)

4)

5)

1)

2)

(c) Nomination Committee

Length of
Date of No. of AL G Service in
Office Name AbDoi Meetings | Meetings | % h
ppointment Held Attended t t?
Committee
Chairman (ID) Evita C. Caballa Nov 2011
Member (ED) Raul G. Gerodias Dec 2012
Member (NED) | Frederick G. Liong Dec 2013
(d) Remuneration Committee
Date of No. of AL G ;::\if:: ?r:
Office Name . Meetings | Meetings | % h
Appointment Held Attended t! t?
Committee
Chairman (ID) Ricardo Jose G. Nicolas IlI Dec 2012
Member (ED) Raul G. Gerodias Dec 2012
Member (ED) Mark Jayson E. Alapoop April 2014

Changes in Committee Members

Indicate any changes in committee membership that occurred during the year and the reason for the changes.
There were no changes in committee membership during the year.

Work Done and Issues Addressed

Describe the work done by each committee and the significant issues addressed during the year.

Due to the non-operational status of the Company, there were no significant issues addressed by any of the

committees this year.

Committee Program

Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement or
enforcement of effective governance for the coming year.

Due to the non-operational status of the Company, there were no significant programs implemented by any of the

committees this year.
RISK MANAGEMENT SYSTEM

Disclose the following:

(a) Overall risk management philosophy of the company;
(b) A statement that the directors have reviewed the effectiveness of the risk management system and commenting

on the adequacy thereof;
(c) Period covered by the review;

(d) How often the risk management system is reviewed and the directors’ criteria for assessing its effectiveness; and

(e) Where no review was conducted during the year, an explanation why not.

Risk Policy

(a) Company




Give a general description of the company’s risk management policy, setting out and assessing the risk/s covered
by the system (ranked according to priority), along with the objective behind the policy for each kind of risk:

Risk Exposure Risk Management Policy Objective
Liquidity Risk To manage liquidity risk, the
Company maintains sufficient
liquid assets to meet its maturing | Management of Liquidity Risk
obligations and to meet current
operating requirements.

(b) Minority Shareholders

Indicate the principal risk of the exercise of controlling shareholders’ voting power.

Risk to Minority Shareholders
The principal risk of the exercise of controlling shareholders’ voting power to minority
shareholders is that the minority shareholders will not be able to vote against matters voted upon
by controlling shareholders. Despite this, the Company ensures that all matters to be decided
upon by the shareholders are discussed during a stockholders’ meeting and any objections on such
matters by any shareholder are heard.

3) Control System Set Up
(a) Company

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company:

Risk Exposure _ _Risk Assessment Risk Management and.ControI
(Monitoring and Measurement Process) (Structures, Procedures, Actions Taken)
Credit and liquidity Assessment and monitoring are To reduce credit risks, the Company
risks conducted initially by the concentrates its main cash activities
Company’s officers. These are with a bank that has good financial
then discussed with Management ratings. Also the utilization of credit
and the Board if necessary. limits with the bank is regularly

monitored. To manage liquidity risk,
the Company maintains sufficient
liquid assets to meet its maturing
obligations and to meet current
operating requirements.

Legal risks . Company officers regularly consult

Assessment and monitoring are .
o with external counsels and other
conducted initially by the .
, . advisors to manage and control
Company’s officers. These are . . .
. . perceived legal risks. Directors also
then discussed with external .
. have direct access to external
counsels and other advisors, and counsel. so thev can prepare and set
with Management and the Board i y. prep 8
. appropriate advice before corporate
if necessary. .
actions are taken.
(b) Group

Briefly describe the control systems set up to assess, manage and control the main issue/s faced by the company:
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1)

Risk Exposure . _Rlsk Assessment Risk Management and.ControI
(Monitoring and Measurement Process) (Structures, Procedures, Actions Taken)
Credit and liquidity Assessment and monitoring are To reduce credit risks, the Company
risks conducted initially by the concentrates its main cash activities
Company’s officers. These are with a bank that has good financial
then discussed with Management | ratings. Also the utilization of credit
and the Board if necessary. limits with the bank is regularly
monitored. To manage liquidity risk,
the Company maintains sufficient
liquid assets to meet its maturing
obligations and to meet current
operating requirements.
Legal risks o Company officers regularly consult
& Assessment and monitoring are . pany 8 Y
S with external counsels and other
conducted initially by the .
) . advisors to manage and control
Company’s officers. These are . . .
. . perceived legal risks. Directors also
then discussed with external )
. have direct access to external
counsels and other advisors, and
. counsel, so they can prepare and get
with Management and the Board . .
. appropriate advice before corporate
if necessary. .
actions are taken.
(c) Committee

Identify the committee or any other body of corporate governance in charge of laying down and supervising these
control mechanisms, and give details of its functions.

Due to the non-operational status of the company, there is no such committee in charge of laying down and
supervising these control mechanisms, and give details of its functions.

INTERNAL AUDIT AND CONTROL

Internal Control System

Disclose the following information pertaining to the internal control system of the company:

(a)
(b)

(c)
(d)

(e)

Explain how the internal control system is defined for the company;

A statement that the directors have reviewed the effectiveness of the internal control system and whether they
consider them effective and adequate;

Period covered by the review;

How often internal controls are reviewed and the directors’ criteria for assessing the effectiveness of the internal
control system; and

Where no review was conducted during the year, an explanation why not.

The Audit Committee carries out the following duties in relation to the Company’s Internal Control:

Monitor and evaluate the adequacy and effectiveness of the Company’s internal control system, including
financial reporting control and information technology security;

Understanding the scope of external auditor’s review of internal controls over financial reporting and review of
repost on significant findings and recommendations, together with Management’s responses;

Adopt a suitable internal control framework (such as COSO-Internal Control Integrated Framework and Control
Objectives for information and related technology);

Monitor, oversee, and evaluate the duties and responsibilities of management, the internal auditor and the
external auditor as those duties and responsibilities relate to the organization’s processes for controlling its
operations;

Determine all major issues reported by internal auditor, external auditor and other outside advisors have been
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2)

satisfactorily resolved;
Reporting to the Board of Directors all important matters pertaining to the organization’s control processes.

The directors have reviewed the effectiveness of the internal control system and consider them effective and
adequate for purposes of the Company. The Board reviews the effectiveness of the internal control system at
least on a yearly basis.

Internal Audit

(a) Role, Scope and Internal Audit Function

Give a general description of the role, scope of internal audit work and other details of the internal audit function.
The Audit Committee has the following functions in relation to the Internal Audit of the Company:

Perform oversight functions over the Company’s internal and external auditors. It should ensure that the internal
and external auditors act independently from each other, and that both auditors are given unrestricted access to
all records, properties and personnel to enable them to perform their respective audit functions;

The Audit Committee shall ensure that, in performance of the work of the internal auditor, he shall be free from
interference by outside parties;

Review and approve the annual internal audit plan to ensure its conformity with the objectives of the Company.
The plan shall include the audit scope, resources and budget necessary to implement it

Review with Management of the charter, activities and the organizational structure of the internal audit function;
Review of significant findings and Management’s response including timetable for implementation to correct
weaknesses; and any difficulties encountered by the auditors in the course of their audit (such as restrictions on
the scope or access to information);

Provide support to the internal audit function and provide high level follow up of audit recommendations when
such action is needed;

Review of the effectiveness of internal audit function, including compliance with the Standards for the
Professional Practice of Internal Auditing;

Confirm the appointment, replacement, or dismissal of the head of internal audit function;

At least once a year, review the performance of the head of internal audit function and concur with annual
compensation and salary adjustment;

On a regular basis, meet separately with the head of the internal audit function to discuss any matter that the
committee or internal audit believes should be discussed privately.

Indicate whether .
Name of Chief
In-house or .
Internal Reporting
Role Scope Outsource . -
. Auditor/Auditing process
Internal Audit .
. Firm
Function

Effectiveness of Cash and Expenses Outsource Internal | Outsource Internal Quarterly
internal control Audit Function Audit Function
system (Key
financial controls)
Financial Assessment of Outsource Internal | Outsource Internal | Annual
Accounting design and Audit Function Audit Function
Computerize/Data implementation
base system process and

procedures

which the internal audit function is outsourced require the approval of the audit committee?

(b) Do the appointment and/or removal of the Internal Auditor or the accounting /auditing firm or corporation to
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The hiring or appointment of an internal auditor or auditors shall be determined by the Board of Directors.

(c) Discuss the internal auditor’s reporting relationship with the audit committee. Does the internal auditor have
direct and unfettered access to the board of directors and the audit committee and to all records, properties and
personnel?

The Audit Committee, at least once a year, review the performance of the head of internal audit function and
concur with annual compensation and salary adjustment. On a regular basis, the Audit Committee shall meet

separately with the head of the internal audit function to discuss any matter that the committee or internal audit
believes should be discussed privately.

(d) Resignation, Re-assignment and Reasons

Disclose any resignation/s or re-assignment of the internal audit staff (including those employed by the third-
party auditing firm) and the reason/s for them. N/A

(e) Progress against Plans, Issues, Findings and Examination Trends

State the internal audit’s progress against plans, significant issues, significant findings and examination trends.

Progress Against Plans N/A
Issues’ N/A
Findings® N/A
Examination Trends N/A

[The relationship among progress, plans, issues and findings should be viewed as an internal control review cycle
which involves the following step-by-step activities:

1) Preparation of an audit plan inclusive of a timeline and milestones;

2) Conduct of examination based on the plan;

3) Evaluation of the progress in the implementation of the plan;

4) Documentation of issues and findings as a result of the examination;

5) Determination of the pervasive issues and findings (“examination trends”) based on single year result

and/or year-to-year results;
6) Conduct of the foregoing procedures on a regular basis.]

(f) Audit Control Policies and Procedures

Disclose all internal audit controls, policies and procedures that have been established by the company and the
result of an assessment as to whether the established controls, policies and procedures have been implemented
under the column “Implementation.”

Policies & Procedures Implementation

The Audit Committee shall ensure that, in
performance of the work of the internal auditor,
he shall be free from interference by outside
parties

The Audit Committee shall review and approve
the annual internal audit plan to ensure its
conformity with the objectives of the Company.
The plan shall include the audit scope, resources

Implemented

Implemented

% “Issues” are compliance matters that arise from adopting different interpretations.
® “Findings” are those with concrete basis under the company’s policies and rules.
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1)

2)

3)

H and budget necessary to implement it H H

(g) Mechanisms and Safeguards

State the mechanism established by the company to safeguard the independence of the auditors, financial
analysts, investment banks and rating agencies (example, restrictions on trading in the company’s shares and
imposition of internal approval procedures for these transactions, limitation on the non-audit services that an
external auditor may provide to the company):

Auditors Financial | Investment Rating
(Internal and External) Analysts Banks Agencies
The Audit Committee has put in place safeguards to ensure that
the independence of the audit is not compromised. Such
safeguards include:

a) Seeking confirmation that the auditor in their professional
judgment is independent of the Company

b) Obtaining from the external auditor an account of all
relationships between the auditors and the company

c) Monitoring the number of former employees of the external
auditor currently employed in senior positions in the
Company and assessing whether those appointments impair
the auditor’s judgment or independence

d) Considering the various relationships between the company
and the external auditor impair the auditor’s judgment or
independence

e) Prohibiting the performance of services where the auditor:
-may be required to audit their own work
-participate in activities that would normally be undertaken
by management
-are remunerated through a “success fee” structure , where
success is dependent on the audit and
-act in an advocacy role for the company

N/A N/A N/A

(h) State the officers (preferably the Chairman and the CEO) who will have to attest to the company’s full compliance
with the SEC Code of Corporate Governance. Such confirmation must state that all directors, officers and employees
of the company have been given proper instruction on their respective duties as mandated by the Code and that
internal mechanisms are in place to ensure that compliance.

Oscar L. Paras Jr. — Chairman
Raul G. Gerodias — President

ROLE OF STAKEHOLDERS

Disclose the company’s policy and activities relative to the following:

Due to the non-operational status of the Company, there are no policies and activities relative to Customer’s welfare,
supplier selection practice, environmentally friendly value-chain, community interaction, anti-corruption programs,
and safeguarding creditors’ rights.

Does the company have a separate corporate responsibility (CR) report/section or sustainability report/section?

Due to the non-operational status of the Company, there is no separate CR report.

Performance-enhancing mechanisms for employee participation.
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(a) What are the company’s policy for its employees’ safety, health, and welfare?

(b) Show data relating to health, safety and welfare of its employees.

(c) State the company’s training and development programs for its employees. Show the data.

(d) State the company’s reward/compensation policy that accounts for the performance of the company beyond

short-term financial measures

Since the Company has no employees, there are no performance-enhancing mechanisms for employee participation.

2) What are the company’s procedures for handling complaints by employees concerning illegal (including corruption)
and unethical behavior? Explain how employees are protected from retaliation.

Since the Company has no employees, there are no performance-enhancing mechanisms for employee participation.
C. DISCLOSURE AND TRANSPARENCY
1) Ownership Structure

(a) Holding 5% shareholding or more
Shareholder Number of Shares Percent Beneficial Owner

PCD Nominee Corp. (Filipino) 1,950,594,140 31.37%

37/F Tower |, The Enterprise Center

6766 Ayala Avenue cor. Paseo de Roxas

Makati City *

Primera Commercio Holdings, Inc. 1,462,000,000 23.51% Record Holder same

7064 Wilson St., Pio Del Pilar, Makati City as Beneficial Owner

Prime Orion Philippines, Inc. [formerly Guoco | 1,338,101,404 21.72% Record Holder same

Holdings (Phils.) Inc.] as Beneficial Owner

14/F B.A. Lepanto Bldg., Paseo de Roxas,

Makati City

UCPB TA#99-0196 1,000,000,000 16.23% Skysetts, Inc.

5/F Trust Banking Division, UCPB Bldg.,

Makati City

* There are no beneficial owners under PCD Nominee Corporation which holds more than 5% shares in the

Company.

Number of .
) Number of . % of Capital
Name of Senior Management , Indirect shares / Through
Direct shares Stock
(name of record owner)
Oscar L. Paras, Jr. 1 30,000 0.00002%
Raul G. Gerodias 1 0.00002%
Yuen Po Seng 5,001 0.0001%
Raul Tito A. Estrella 999 0.00002%
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2)

3)

4)

Evita C. Caballa 200,000 0.003%

Cheryl S. Saldana-de Leon 999 0.00002%

Frederick G. Liong 1 0.00002%

Ricardo Jose G. Nicolas, Il 1 0.00002%

Mark Jayson E. Alapoop 1 0.00002%

TOTAL 0.004%

Does the Annual Report disclose the following:

Key risks Yes
Corporate objectives Yes
Financial performance indicators Yes
Non-financial performance indicators Yes
Dividend policy Yes
Details of whistle-blowing policy No

Biographical details (at least age, qualifications, date of first appointment, relevant experience, and any other

. R . - . oo Yes
directorships of listed companies) of directors/commissioners
Training and/or continuing education program attended by each director/commissioner No
Reported in
) . ) ) the
Number of board of directors/commissioners meetings held during the year Certification of
Attendance
Reported in
. . . . . the
Attendance details of each director/commissioner in respect of meetings held e
Certification of
Attendance
Details of remuneration of the CEO and each member of the board of directors/commissioners Yes

Should the Annual Report not disclose any of the above, please indicate the reason for the non-disclosure.

Due to the non-operational status of the Company, there are no fixed policies in place re: whistle blowing,

training and continuing education program, etc.

External Auditor’s fee

Name of auditor Audit Fee

Non-audit Fee

R.G. Manabat & Co. Php368,000.00 N/A

Medium of Communication

List down the mode/s of communication that the company is using for disseminating information.

Reports filed with the SEC and PSE
Disclosures filed with the PSE
Email

Ordinary mail
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5)

6)

7)

- Facsimile
Date of release of audited financial report: April 30, 2014
Company Website

Due to the non-operational status of the company, the Company does not have a website for which up-to-date
information are announced.

Disclosure of RPT
Limited to advances to/from stockholders. These are properly disclosed in the Financial Statements of the Company.

When RPTs are involved, what processes are in place to address them in the manner that will safeguard the interest of
the company and in particular of its minority shareholders and other stakeholders?

The Company engages independent third party advisors to help ensure RPTs are entered into at arm’s length. Its
independent directors participate in decisions involving RPTs.

RIGHTS OF STOCKHOLDERS
Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings

(a) Quorum

Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as set forth in its By-
laws.

A quorum at any meeting of the stockholders shall consist of a
majority of the entire subscribed stock of the Company
represented in person or by proxy, and a majority of such quorum
shall decide any question that may come before the meeting, save
and except in those several cases in which the laws of the
Philippines require the affirmative vote of a greater proportion.

Quorum Required

(b) System Used to Approve Corporate Acts

Explain the system used to approve corporate acts.

System Used Manual Counting

All issued and outstanding shares are common shares, with each share
entitled to one vote. In respect of the Annual Meeting, all of the issued and
outstanding shares have voting rights.

All matters submitted for approval by the stockholders require the approval
of the majority of the stockholders representing at least a majority of the
issued and outstanding capital stock entitled to vote and constituting a
Description quorum.

Subject to the stockholders’ right to cumulative voting in the election of the
Directors and the guidelines on the election of Independent Directors set
forth above, candidates receiving the highest number of votes shall be
declared elected as members of the Board.

Manual counting of votes shall be conducted by the corporate secretary. The
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election shall be done by ballots unless the stockholders adopt some other
means of voting at the meeting. The corporate secretary shall be authorized
to count the votes cast.

(c) Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid down in

the Corporation Code. N/A

Dividends

Declaration Date

Record Date Payment Date

N/A

N/A

(d) Stockholders’ Participation

1. State, if any, the measures adopted to promote stockholder participation in the Annual/Special Stockholders’
Meeting, including the procedure on how stockholders and other parties interested may communicate directly
with the Chairman of the Board, individual directors or board committees. Include in the discussion the steps
the Board has taken to solicit and understand the views of the stockholders as well as procedures for putting

forward proposals at stockholders’ meetings.

Measures Adopted

Communication Procedure

Notice of meetings to stockholders

Notices of meetings are sent to the
stockholders via ordinary mail

Proxy Instrument

Stockholders who may not be able to attend
meetings in person but wish to participate
through a proxy are advised to send a Proxy
Instrument to the Corporate Secretary via
ordinary mail or personal delivery prior to

Nomination of Directors

the meeting
Stockholders who wish to nominate
candidates for directors, including

independent directors may submit their
nominations to the Nomination Committee
via ordinary mail or personal delivery

2. State the company policy of asking shareholders to actively participate in corporate decisions regarding:
a. Amendments to the company's constitution
b. Authorization of additional shares

c. Transfer of all or substantially all assets, which in effect results in the sale of the company

The stockholders are given notices of the holding of the meeting of the stockholders where matters requiring the
approval of the stockholders will be discussed and approved.

3. Does the company observe a minimum of 21 business days for giving out of notices to the AGM where items

to be resolved by shareholders are taken up? Yes.

a. Date of sending out notices: 19 November 2012

b. Date of the Annual/Special Stockholders’ Meeting: 20 December 2012

4. State, if any, questions and answers during the Annual/Special Stockholders’ Meeting.
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5.

The stockholders requested for updates on the projects of the company, if any. The Chairman of the meeting,
Peter C. Suchianco, responded that the company shall focus on the PRA claim. Future or prospective projects
will only be addressed when the Company has settled the issues with PRA. Moreover, the Company gave an
update of the conversion of the advances to equity that will positively impact the Company’s financial

statements.

Result of Annual/Special Stockholders’ Meeting’s Resolutions

Resolution

Approving

Dissenting

Abstaining

Electing the 2012-
2013 Members of
the Board of
Directors

Unanimous

Appointment of
Manabat
Sanagustin & Co.
(an affiliate of
KPMG) as external
auditor

Unanimous

Ratification of acts
of the Board

Unanimous

6. Date of publishing of the result of the votes taken during the most recent AGM for all resolutions:

The results of the 2012 Annual Stockholders’ Meeting were publicly reported through the filing by the
Company with the Securities and Exchange Commission and the Philippine Stock Exchange of its SEC 17-C
Report on 20 December 2012.

(e) Modifications

State, if any, the modifications made in the Annual/Special Stockholders’ Meeting regulations during the most
recent year and the reason for such modification: N/A

(f) Stockholders’ Attendance

(i)

Details of Attendance in the Annual/Special Stockholders’ Meeting Held:

Names of Voting Procedure
0,
Type of LI Date of (by poll, show of % of S.H % of SHin | Total % of SH
Meeti members / Meeti hands, etc.) Attending P ttend
eeting Officers eeting in Person roxy attendance
present
Annual 8 22 Dec 2014 By poll 0.5% 62% 62%

(i) Does the company appoint an independent party (inspectors) to count and/or validate the votes at the

ASM/SSMs?

Yes. The stock and transfer agent is appointed to inspect/count/validate votes.

(iii) Do the company’s common shares carry one vote for one share? If not, disclose and give reasons for any
divergence to this standard. Where the company has more than one class of shares, describe the voting
rights attached to each class of shares.

Yes.
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(g) Proxy Voting Policies

State the policies followed by the company regarding proxy voting in the Annual/Special Stockholders’ Meeting.

Company’s Policies

Execution and acceptance of proxies

Notary Stockholders who cannot attend the meeting in person may
Submission of Proxy designate their authorized representative by submitting a

Proxy instrument in accordance with Sec. 58 of the
Several Proxies Corporation Code. Validation of the proxies shall be held on

at least seven (7) days prior to the date of the Annual

Validity of Proxy Meeting at the office of the Corporation’s transfer agent,

Proxies executed abroad Banco de Oro Unibank, Inc. Stock Transfer Department, 15/F
South Tower, BDO Corporate Center, 7899 Makati Avenue,
Invalidated Proxy Makati City.

Validation of Proxy

Violation of Proxy

(h) Sending of Notices

State the company’s policies and procedure on the sending of notices of Annual/Special Stockholders’ Meeting.

Policies Procedure

Notice of meetings and the Information
Statement (with prior clearance from the SEC)
for every regular or special meeting of the
stockholders shall be prepared and mailed to the
registered port office address, whether within or
outside the Philippines, of each stockholder not
less than fifteen (15) days prior to the date set
for such meeting, such notice stating the object
or objects of the meeting.

Written Notice

(i) Definitive Information Statements and Management Report

Number of Stockholders entitled to receive
Definitive Information Statements and Approximately 720
Management Report and Other Materials

Date of Actual Distribution of Definitive
Information Statement and Management Report
and Other Materials held by market
participants/certain beneficial owners

Date of Actual Distribution of Definitive
Information Statement and Management Report | 01 December 2014
and Other Materials held by stockholders

State whether CD format or hard copies were
distributed

If yes, indicate whether requesting stockholders
were provided hard copies

01 December 2014

Hard copies

Yes




2)

1)

2)

(j) Does the Notice of Annual/Special Stockholders’ Meeting include the following:

Each resolution to be taken up deals with only one item. Yes

Profiles of directors (at least age, qualification, date of first appointment,
experience, and directorships in other listed companies) nominated for Yes
election/re-election.

The auditors to be appointed or re-appointed. Yes
An explanation of the dividend policy, if any dividend is to be declared. Yes
The amount payable for final dividends. N/A
Documents required for proxy vote. Yes

Should any of the foregoing information be not disclosed, please indicate the reason thereto.
Treatment of Minority Stockholders

(a) state the company’s policies with respect to the treatment of minority stockholders.

Policies Implementation

The Company has no special set of rules on the | Thisis implemented in the conduct of the
treatment of minority shareholders. However, it | Company’s stockholders’ meetings and in its
adheres to the rights of minority shareholders | transactions.

provided under existing laws and regulations.

(b) Do minority stockholders have a right to nominate candidates for board of directors?

All stockholders who wish to nominate candidates for directors, including independent directors may submit their
nominations to the Nomination Committee via ordinary mail or personal delivery.

INVESTORS RELATIONS PROGRAM

Discuss the company’s external and internal communications policies and how frequently they are reviewed. Disclose
who reviews and approves major company announcements. |dentify the committee with this responsibility, if it has
been assigned to a committee.

Stockholders or Investors may access the PSE and SEC website for our annual financial reports and certain
disclosures made by our officers and directors, structured reports, and charter/constitutive documents, etc.

Due to the non-operational status of the Company, the Corporate Secretary and Compliance Officer works hand in
hand in the gathering and dissemination of Company information and news.

Describe the company’s investor relations program including its communications strategy to promote effective
communication with its stockholders, other stakeholders and the public in general. Disclose the contact details (e.g.
telephone, fax and email) of the officer responsible for investor relations.

Cheryl S. Saldafia-de Leon

Corporate Secretary and Compliance Officer
Telephone: 633-9757

Email: loydeleon@gselawfirm.com
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3)

What are the company’s rules and procedures governing the acquisition of corporate control in the capital markets,
and extraordinary transactions such as mergers, and sales of substantial portions of corporate assets?

The Company does not have any special rules and procedures in this regard. However, it will comply with applicable
laws and regulations whenever it enters into any of the above transactions.

Name of the independent party the board of directors of the company appointed to evaluate the fairness of the
transaction price.

N/A
CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any initiative undertaken or proposed to be undertaken by the company.

Due to the non-operational status of the Company, it does not have any corporate social responsibility initiatives
during this time.

BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL

Disclose the process followed and criteria used in assessing the annual performance of the board and its committees,
individual director, and the CEO/President.

Aside from those related provision already discussed above, the Company does not presently have a system in place
to assess the annual performance of its directors, board committees and officers.

INTERNAL BREACHES AND SANCTIONS

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate governance manual
involving directors, officers, management and employees

The Board is responsible for determining, after notice and hearing, any violation or breach of the corporate
governance manual, and for recommending to the Board of Directors the appropriate penalty or sanction, which can
range from reprimand to removal from office.

Pursuant to the requirement of the Securities and Exchange Commission, this Annual Corporate Governance Report is
signed on behalf of the registrant by the undersigned, thereunto duly authorized, in the City of Pasig on 10™ day of April
2015.

(Signature Page Follows)
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