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INDEPENDENT AUDITORS’ REPORT 
 
 
 
The Stockholders and the Board of Directors 
INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 
1423 The Mondrian Bldg., Pablo Ocampo  
San Antonio, Makati City 
 
 
Report on the Audit of the Parent Company Financial Statements 

Opinion 
 
We have audited the parent company financial statements of INDUSTRY HOLDINGS AND DEVELOPMENT 
CORPORATION (the Parent Company), which comprise the parent company statements of financial 
position as at December 31, 2023 and 2022, and the parent company statements of comprehensive 
income, parent company statements of changes in equity (capital deficiency) and parent company 
statements of cash flows for the years then ended, and notes to parent company financial statements, 
including a summary of material accounting policy information. 

In our opinion, the accompanying parent company financial statements present fairly, in all material 
respects, the financial position of the Parent Company as at December 31, 2023 and 2022, and its financial 
performance and its cash flows for the years then ended in accordance with Philippine Financial Reporting 
Standards (PFRS). 
 
Basis for Opinion 
 
We conducted our audits in accordance with Philippine Standards on Auditing (PSA).  Our responsibilities 
under those standards are further described in the Auditors’ Responsibilities for the Audit of the Parent 
Company Financial Statements section of our report.  We are independent of the Parent Company in 
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) 
together with the ethical requirements that are relevant to the audit of the parent company financial 
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with 
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 
 
Responsibilities of Management and Those Charged with Governance for the Parent Company Financial 
Statements 
 
Management is responsible for the preparation and fair presentation of the parent company financial 
statements in accordance with PFRS, and for such internal control as management determines is 
necessary to enable the preparation of parent company financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
In preparing the parent company financial statements, management is responsible for assessing the 
Parent Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to liquidate 
the Parent Company or to cease operations, or has no realistic alternative but to do so.  
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Those charged with governance are responsible for overseeing the Parent Company’s financial reporting 
process. 

Auditors’ Responsibilities for the Audit of the Parent Company Financial Statements 

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

As part of an audit in accordance with PSA, we exercise professional judgment and maintain professional 
skepticism throughout the audit.  We also: 
 
▪ Identify and assess the risks of material misstatement of the parent company financial statements, 

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

 
▪ Obtain an understanding of internal control relevant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Parent Company’s internal control. 

 
▪ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management. 

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

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

Report on the Supplementary Information Required under Revenue Regulations No. 15-2010 of the 
Bureau of Internal Revenue 
 
Our audits were conducted for the purpose of forming an opinion on the basic parent company financial 
statements taken as a whole.  The supplementary information on taxes and licenses in Note 15 to the 
parent company financial statements is presented for purposes of filing with the Bureau of Internal 
Revenue and is not a required part of the basic parent company financial statements.  Such information 
is the responsibility of the management of INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION.  The 
information has been subjected to the auditing procedures applied in our audits of the basic parent 
company financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic parent company financial statements taken as a whole. 
 
 

REYES TACANDONG & CO. 
 
 
 
KARL JOSEPH N. MALVAS 
Partner 
CPA Certificate No. 110926 
Tax Identification No. 940-545-217-000 
BOA Accreditation No. 4782/P-020; Valid until June 6, 2026 
BIR Accreditation No. 08-005144-017-2022 
 Valid until June 6, 2025 
PTR No. 10072421 
 Issued January 2, 2024, Makati City 

 
 
July 17, 2024 
Makati City, Metro Manila 
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INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 

PARENT COMPANY STATEMENTS OF FINANCIAL POSITION 
 
 
 
  December 31 

 Note 2023 2022 

ASSETS    

Current Assets    
Cash in bank 4  P=5,105,691    P=108,366 
Due from related parties 9 79,352,708  – 
Input value-added tax (VAT)  2,529,611  169,983  

  Total Current Assets  86,988,010 278,349 

Noncurrent Assets    
Investment in quoted shares 5 887,529,704  – 
Investments in subsidiaries 6    1,567,847,500  1,567,847,500  

Total Noncurrent Assets  2,455,377,204 1,567,847,500 

  P=2,542,365,214 P=1,568,125,849 

    

LIABILITIES AND EQUITY (CAPITAL DEFICIENCY)    

Current Liabilities    
Accounts and other payables 7  P=5,645,615   P=660,000  
Current portion of long-term debt  8 23,809,524  – 
Due to related parties 9 1,360,876,446  1,120,698,975  

Total Current Liabilities  1,390,331,585 1,121,358,975 

Noncurrent Liabilities    
Noncurrent portion of long-term debt 8  976,190,476  –  
Deposits for future stock subscription 10 250,000,000  250,000,000  

Total Noncurrent Liabilities  1,226,190,476 250,000,000 

Total Liabilities  2,616,522,061 1,371,358,975 

EQUITY (CAPITAL DEFICIENCY)    
Capital stock 10 200,000,000  200,000,000  
Deficit  (67,352,112)    (3,233,126)  
Other comprehensive loss 5 (206,804,735) – 

Total Equity (Capital Deficiency)  (74,156,847) 196,766,874 

  P=2,542,365,214 P=1,568,125,849 

    
See accompanying Notes to Parent Company Financial Statements.  
  



INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME 
 
 
 
   Years Ended December 31 

 Note 2023 2022 

INTEREST INCOME 4  P=235,549   P=5,889  

GENERAL AND ADMINISTRATIVE EXPENSES    
Taxes and licenses  7,514,339   35,345  
Professional fees  4,767,787  660,000  
Bank charges and others  3,873,779     46,300  

  16,155,905 741,645 

 
INTEREST EXPENSE 8 48,198,630  – 

 
NET LOSS  64,118,986  735,756 

OTHER COMPREHENSIVE LOSS    
Item that will not be reclassified subsequently to profit 

or loss    
Fair value changes on investment in quoted shares 5 206,804,735  – 

TOTAL COMPREHENSIVE LOSS  P=270,923,721 P=735,756 

    
See accompanying Notes to Parent Company Financial Statements.  
  



INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 

PARENT COMPANY STATEMENTS OF CHANGES IN EQUITY (CAPITAL DEFICIENCY) 
 
 
 
   Years Ended December 31 

 Note 2023 2022 

CAPITAL STOCK - P=100 par value 10   
Authorized and paid up - 2,000,000 shares    
Balance at beginning of year  P=200,000,000 P=50,000,000 
Addition  – 150,000,000 

Balance at end of year  200,000,000 200,000,000 

DEFICIT    
Balance at beginning of year  (3,233,126) (2,497,370) 
Net loss  (64,118,986)  (735,756)  

Balance at end of year  (67,352,112)  (3,233,126) 

 
OTHER COMPREHENSIVE LOSS    
Fair value changes on investment in quoted shares 5 (206,804,735)  – 

  (P=74,156,847) P=196,766,874 

    
See accompanying Notes to Parent Company Financial Statements. 

  



INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 

PARENT COMPANY STATEMENTS OF CASH FLOWS 
 
 
 
   Years Ended December 31 

 Note 2023 2022 

CASH FLOWS FROM OPERATING ACTIVITIES    
Net loss  (P=64,118,986) (P=735,756) 
Adjustments for:    

Interest expense 8 48,198,630  – 
Interest income 4 (235,549) (5,889) 

Operating loss before working capital changes  (16,155,905) (741,645) 
Increase in input VAT  (2,359,628) – 
Increase (decrease) in accounts and other payables  4,985,615 (684,000) 

Net cash used for operations  (13,529,918) (1,425,645) 
Interest received  235,549  5,889  

Net cash used in operating activities  (13,294,369) (1,419,756) 

CASH FLOWS FROM INVESTING ACTIVITIES    
Additions to:    

Investment in quoted shares 5 (1,094,334,439) – 
Advances to related parties 9 (79,352,708) – 
Investments in subsidiaries 6 – (1,000,000,000) 

Cash used in investing activities  (1,173,687,147) (1,000,000,000) 

CASH FLOWS FROM FINANCING ACTIVITIES    
Proceeds from:    

Long-term debt 8 1,000,000,000  – 
Advances from related parties 9 335,230,062 601,424,154 

Payments of:    
Advances from related parties 9 (95,052,591) – 
Interest   (48,198,630)  – 

Deposits for future stock subscription 10 – 250,000,000 
Subscriptions to capital stock 10 – 150,000,000 

Net cash provided by financing activities  1,191,978,841 1,001,424,154 

NET INCREASE IN CASH IN BANK  4,997,325 4,398 

CASH IN BANK AT BEGINNING OF YEAR  108,366  103,968 

CASH IN BANK AT END OF YEAR  P=5,105,691 P=108,366 

    
See accompanying Notes to Parent Company Financial Statements.



 

 

INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION 

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS 
AS AT AND FOR THE YEARS ENDED DECEMBER 31, 2023 AND 2022 

 
 
 

1. Corporate Information 
 

General Information 
INDUSTRY HOLDINGS AND DEVELOPMENT CORPORATION (the Company) was incorporated in the 
Philippines and registered with the Securities and Exchange Commission (SEC) on March 1, 2018.  The 
Company operates as a holding and investing entity. 
 
The Company’s registered office address is at 1423 The Mondrian Bldg., Pablo Ocampo, San Antonio, 
Makati City. 
 
As at December 31, 2023 and 2022, the Parent Company holds investments in the following 
subsidiaries: 
 

Subsidiaries Nature of Business 
Principal Place of 

Business 
% of 

Ownership 

Concrete Stone Corp. (CSC) Manufacturing, Production and 
Distribution of Construction Aggregates 

Makati City 99.75% 

Industry Movers Corp. (IMC) Domestic and International Shipping/ 
Trading and Freight Services 

Makati City 99.71% 

Megacity Corp. (MCC) Real Estate Makati City 95.00% 
Mega Port International Corp. 

(MPIC) 
Port Management and Services Makati City 92.00% 

The Company’s subsidiaries are incorporated and registered in the Philippines. 
 
CSC and IMC were registered with the SEC on April 16, 2018 and April 17, 2018, respectively. 
 
MCC was registered with the SEC on June 14, 2018 and has not yet started its commercial operations 
as at December 31, 2023. 

MPIC was registered with the SEC on August 26, 2020 and has not yet started its commercial 
operations as at December 31, 2023. 
 
Status of Operations 
The Parent Company incurred total comprehensive loss amounting to P=270.9 million, mainly arising 
from the incurrence of loss due to fair value changes on investment in quoted shares in 2023. This 
event results in a capital deficiency amounting to P=74.2 million as at December 31, 2023. 

Although in a capital deficiency position, the Parent Company has received deposits for future stock 
subscription in 2022 amounting to P=250.0 million from its stockholder in relation to the planned 
increase in its authorized capital stock as discussed in Note 10. 

Furthermore, the management believes that with the continued support from the stockholders,  
the Parent Company will be able to generate sufficient cash flows to meet its obligations as and when 
they fall due.  Accordingly, the parent company financial statements are prepared on a going concern 
basis of accounting. 
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Approval of the Parent Company Financial Statements 
The parent company financial statements as at and for the years ended December 31, 2023  
and 2022 were approved and authorized for issuance by the Board of Directors (BOD) on  
July 17, 2024. 
 
 

2. Summary of Material Accounting Policy Information 

 
The material accounting policies used in the preparation of the parent company financial statements 
are consistently applied to all the periods, unless otherwise stated. 
 
Basis of Preparation and Statement of Compliance 
The parent company financial statements have been prepared in compliance with Philippine Financial 
Reporting Standards (PFRS) issued by the Philippine Financial and Sustainability Reporting Standards 
Council and adopted by the SEC. This financial reporting framework includes PFRS, Philippine 
Accounting Standards (PAS), Philippine Interpretations from International Financial Reporting 
Interpretations Committee, and SEC pronouncements. 
 
The Parent Company also prepares and issues consolidated financial statements for the same period 
as the parent company financial statements presented in compliance with PFRS. These may be 
obtained at the registered office address of the Parent Company or at the SEC. 

Bases of Measurement 
The parent company financial statements are presented in Philippine Peso, the Parent Company’s 
functional and presentation currency.  All values represent absolute amounts except when otherwise 
stated. 

The parent company financial statements have been prepared on the historical cost basis of 
accounting, except for investment in quoted shares. Historical cost is generally based on the fair value 
of the consideration given in exchange for an asset and the fair value of the consideration received in 
exchange for incurring a liability. Fair value is the price that would be received to sell an asset or paid 
to transfer a liability in an orderly transaction between market participants at the measurement date.  

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

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

Level 1 −  Quoted (unadjusted) market prices in active market for identical assets or liabilities. 
Level 2 −  Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is directly or indirectly observable; or 
Level 3 −  Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is unobservable. 
 
For assets and liabilities that are recognized in the parent company financial statements on a recurring 
basis, the Parent Company determines whether transfers have occurred between levels in the 
hierarchy by re-assessing categorization (based on the lowest level input that is significant to the fair 
value measurement as a whole) at the end of each reporting period. 
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For the purpose of fair value disclosures, the Parent Company has determined classes of assets and 
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of 
the fair value hierarchy as explained above. 
 
Further information about the assumptions used in measuring fair value is included in Note 14 to 
parent company financial statements.  

Adoption of Amendments to PFRS 
The accounting policies adopted are consistent with those of the previous financial year, except for 
the adoption of the following amended PFRS effective January 1, 2023: 
 

• Amendments to PAS 1, Presentation of Financial Statements, and PFRS Practice  
Statement 2, Making Materiality Judgments - Disclosure Initiative - Accounting Policies – The 
amendments require an entity to disclose its material accounting policies, instead of its significant 
accounting policies and provide guidance on how an entity applies the concept of materiality in 
making decisions about accounting policy disclosures. In assessing the materiality of accounting 
policy information, entities need to consider both the size of the transactions, other events or 
conditions and its nature. The amendments clarify (1) that accounting policy information may be 
material because of its nature, even if the related amounts are immaterial, (2) that accounting 
policy information is material if users of an entity’s financial statements would need it to 
understand other material information in the financial statements, and (3) if an entity discloses 
immaterial accounting policy information, such information should not obscure material 
accounting policy information. In addition, PFRS Practice Statement 2 is amended by adding 
guidance and examples to explain and demonstrate the application of the ‘four-step materiality 
process’ to accounting policy information. 
 

• Amendments to PAS 8, Accounting Policies, Changes in Accounting Estimates and Errors - 
Definition of Accounting Estimates – The amendments clarify the distinction between changes in 
accounting estimates and changes in accounting policies, and the correction of errors. Under the 
new definition, accounting estimates are “monetary amounts in financial statements that are 
subject to measurement uncertainty”. An entity develops an accounting estimate if an accounting 
policy requires an item in the financial statements to be measured in a way that involves 
measurement uncertainty. The amendments clarify that a change in accounting estimate that 
results from new information or new developments is not a correction of an error, and that the 
effects of a change in an input or a measurement technique used to develop an accounting 
estimate are changes in accounting estimates if they do not result from the correction of prior 
period errors.  A change in an accounting estimate may affect only the profit or loss in the current 
period, or the profit or loss of both the current and future periods.  Earlier application is 
permitted. 
 

• Amendments to PAS 12, Income Taxes - Deferred Tax Related Assets and Liabilities from a Single 
Transaction – The amendments require companies to recognize deferred tax on transactions that, 
on initial recognition, give rise to equal amounts of taxable and deductible temporary differences. 
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• Amendments to PAS 1, Classification of Liabilities as Current or Noncurrent – The amendments 
clarify the requirements for an entity to have the right to defer settlement of the liability for at 
least 12 months after the reporting period. The amendments also specify and clarify the following: 
(i) an entity’s right to defer settlement must exist at the end of the reporting period,  
(ii) the classification is unaffected by management’s intentions or expectations about whether the 
entity will exercise its right to defer settlement, (iii) how lending conditions affect classification, 
and (iv) requirements for classifying liabilities where an entity will or may settle by issuing its own 
equity instruments. 

 
The adoption of the amendments to PFRS did not materially affect the parent company financial 
statements. Additional disclosures were included in the parent company financial statements, as 
applicable. 
 
Amendment to PFRS in Issue But Not Yet Effective or Adopted 
Relevant amendment to PFRS which is not yet effective as at December 31, 2023 is summarized below. 

 
Effective for annual periods beginning on or after January 1, 2024 - 
 

• Amendments to PAS 1, Noncurrent Liabilities with Covenants – The amendments clarified that 
covenants to be complied with after the reporting date do not affect the classification of debt as 
current or noncurrent at the reporting date. Instead, the amendments require the entity to 
disclose information about these covenants in the notes to the financial statements.  The 
amendments must be applied retrospectively.  Earlier application is permitted.  If applied in earlier 
period, the Company shall also apply Amendments to PAS 1 - Classification of Liabilities as Current 
or Noncurrent for that period. 

Under prevailing circumstances, the adoption of the foregoing amended PFRS is not expected to have 
any material effect on the parent company financial statements. Additional disclosures will be 
included in the parent company financial statements, as applicable. 

Financial Instruments 

Date of Recognition.  The Company recognizes a financial asset or a financial liability in the parent 
company statements of financial position when it becomes a party to the contractual provisions of a 
financial instrument.  In the case of a regular way purchase or sale of financial assets, recognition and 
derecognition, as applicable, is done using settlement date accounting. 

Initial Recognition and Measurement.  Financial instruments are recognized initially at fair value, 
which is the fair value of the consideration given (in case of an asset) or received (in case of a liability).  
The initial measurement of financial instruments, except for those designated at fair value through 
profit and loss (FVPL), includes transaction cost. 

“Day 1” Difference.  Where the transaction in a non-active market is different from the fair value of 
other observable current market transactions in the same instrument or based on a valuation 
technique whose variables include only data from observable market, the Company recognizes the 
difference between the transaction price and fair value (a “Day 1” difference) in profit or loss.  In cases 
where there is no observable data on inception, the Company deems the transaction price as the best 
estimate of fair value and recognizes “Day 1” difference in profit or loss when the inputs become 
observable or when the instrument is derecognized.  For each transaction, the Company determines 
the appropriate method of recognizing the “Day 1” difference. 
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Classification.  The Company classifies its financial assets at initial recognition under the following 
categories: (a) financial assets at FVPL; (b) financial assets at amortized cost; and (c) financial assets 
at fair value through other comprehensive income (FVOCI).  Financial liabilities, on the other hand, 
are classified as either financial liabilities at FVPL or financial liabilities at amortized cost.  The 
classification of a financial instrument largely depends on the Parent Company’s business model and 
its contractual cash flow characteristics. 

The Parent Company does not have financial assets and liabilities at FVPL as at December 31, 2023 
and 2022.  

Financial Assets at Amortized Cost. Financial assets shall be measured at amortized cost if both of the 
following conditions are met: 

• the financial asset is held within a business model whose objective is to hold financial assets in 
order to collect contractual cash flows; and  

• the contractual terms of the financial asset give rise, on specified dates, to cash flows that are 
solely payments of principal and interest on the principal amount outstanding. 

After initial recognition, financial assets at amortized cost are subsequently measured at amortized 
cost using the effective interest method, less allowance for impairment, if any. Amortized cost is 
calculated by taking into account any discount or premium on acquisition and fees that are an integral 
part of the effective interest rate. Gains and losses are recognized in profit or loss when the financial 
assets are derecognized and through amortization process. Financial assets at amortized cost are 
included under current assets if realizability or collectability is within 12 months after the reporting 
period.  Otherwise, these are classified as noncurrent assets. 

As at December 31, 2023 and 2022, the Parent Company’s cash in bank and due from related parties 
are classified under this category. 

Financial Assets at FVOCI.  For debt instruments that meet the contractual cash flow characteristic 
and are not designated at FVPL under the fair value option, the financial assets shall be measured at 
FVOCI if both of the following conditions are met: 

• the financial asset is held within a business model whose objective is to hold financial assets in 
order to collect contractual cash flows and selling the financial assets; and  

•   the contractual terms of the financial asset give rise, on specified dates, to cash flows that are 
solely payments of principal and interest on the principal amount outstanding. 

For equity instruments, the Company may irrevocably designate the financial asset to be measured at 
FVOCI in case the above conditions are not met. 

Financial assets at FVOCI are initially measured at fair value plus transaction costs.  After initial 
recognition, interest income (calculated using the effective interest rate method), foreign currency 
gains or losses and impairment losses of debt instruments measured at FVOCI are recognized directly 
in profit or loss.  When the financial asset is derecognized, the cumulative gains or losses previously 
recognized in other comprehensive income are reclassified from equity to profit or loss as a 
reclassification adjustment.   

  



- 6 - 
 
 

 

Dividends from equity instruments held at FVOCI are recognized in profit or loss when the right to 
receive payment is established, unless the dividend clearly represents a recovery of part of the cost 
of the investment. Foreign currency gains or losses and unrealized gains or losses from equity 
instruments are recognized in other comprehensive income and presented in the equity section of 
the parent company statement of financial position.  These fair value adjustments are recognized in 
equity and are not reclassified to profit or loss in subsequent periods. 

As at December 31, 2023, the Parent Company’s investment in quoted shares is classified as financial 
asset at FVOCI. 

Financial Liabilities at Amortized Cost. Financial liabilities are categorized as financial liabilities at 
amortized cost when the substance of the contractual arrangement results in the Company having an 
obligation either to deliver cash or another financial asset to the holder, or to settle the obligation 
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of 
its own equity instruments. 

These financial liabilities are initially recognized at fair value less any directly attributable transaction 
costs. After initial recognition, these financial liabilities are subsequently measured at amortized cost 
using the effective interest method.  Amortized cost is calculated by taking into account any discount 
or premium on the issue and fees that are an integral part of the effective interest rate. Gains and 
losses are recognized in profit or loss when the liabilities are derecognized or impaired or through the 
amortization process. 

As at December 31, 2023 and 2022, the Parent Company’s accounts and other payables (excluding 
statutory payables), long-term debt and due to related parties are classified under this category. 

Reclassification 
The Company reclassifies its financial assets when, and only when, it changes its business model for 
managing those financial assets.  The reclassification is applied prospectively from the first day of the 
first reporting period following the change in the business model (reclassification date). 
 
For a financial asset reclassified out of the financial assets at amortized cost category to financial 
assets at FVPL, any gain or loss arising from the difference between the previous amortized cost of 
the financial asset and fair value is recognized in profit or loss. 
 
For a financial asset reclassified out of the financial assets at amortized cost category to financial 
assets at FVOCI, any gain or loss arising from a difference between the previous amortized cost of the 
financial asset and fair value is recognized in other comprehensive income (OCI). 

For a financial asset reclassified out of the financial asset at FVPL category to financial asset at 
amortized cost, its fair value at the reclassification date becomes its new gross carrying amount. 

In the case of a financial asset that does not have a fixed maturity, the gain or loss shall be recognized 
in profit or loss when the financial asset is sold or disposed. If the financial asset is subsequently 
impaired, any previous gain or loss that has been recognized in OCI is reclassified from equity to profit 
or loss. 
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Impairment of Financial Assets at Amortized cost 
The Company records an allowance for expected credit loss (ECL). ECL is based on the difference 
between the contractual cash flows due in accordance with the contract and all the cash flows that 
the Company expects to receive. The difference is then discounted at an approximation to the asset’s 
original effective interest rate.  
 
The Company has applied the simplified approach in measuring ECL. 
 
Simplified approach requires that ECL should be based on the lifetime expected credit losses.  The 
Parent Company has established a provision matrix that is based on its historical credit loss 
experience, adjusted for forward-looking factors specific to the debtors and the economic 
environment and an assessment of both the current as well as the forecast direction of conditions at 
the reporting date, including time value of money where appropriate. 
 
For debt instruments measured at amortized cost, the ECL is based on the 12-month ECL, which 
pertains to the portion of lifetime ECLs that result from default events on a financial instrument that 
are possible within 12 months after the reporting date.  However, when there has been a significant 
increase in credit risk since initial recognition, the allowance will be based on the lifetime ECL.  When 
determining whether the credit risk of a financial asset has increased significantly since initial 
recognition, the Parent Company compares the risk of a default occurring on the financial instrument 
as at the reporting date with the risk of a default occurring on the financial instrument as at the date 
of initial recognition and consider reasonable and supportable information, that is available without 
undue cost or effort, that is indicative of significant increases in credit risk since initial recognition. 

Derecognition of Financial Assets and Liabilities 
 
Financial Assets.  A financial asset (or where applicable, a part of a financial asset or part of a group 
of similar financial assets) is derecognized when:  

• the right to receive cash flows from the asset has expired;  

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

• the Company has transferred its right to receive cash flows from the financial asset and either  
(a) has transferred substantially all the risks and rewards of the asset, or (b) has neither 
transferred nor retained substantially all the risks and rewards of the asset, but has transferred 
control of the asset. 

When the Parent Company has transferred its right to receive cash flows from a financial asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained substantially all 
the risks and rewards of ownership of the financial asset nor transferred control of the financial asset, 
the financial asset is recognized to the extent of the Parent Company’s continuing involvement in the 
financial asset.  Continuing involvement that takes the form of a guarantee over the transferred 
financial asset is measured at the lower of the original carrying amount of the financial asset and the 
maximum amount of consideration that the Parent Company could be required to repay. 
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Financial Liabilities.  A financial liability is derecognized when 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 terms of an existing liability are 
substantially modified, such an exchange or modification is treated as a derecognition of the original 
liability and the recognition of a new liability, and the difference in the respective carrying amounts 
is recognized in profit or loss. 

A modification is considered substantial if the present value of the cash flows under the new terms, 
including net fees paid or received and discounted using the original effective interest rate, is different 
by at least 10% from the discounted present value of remaining cash flows of the original liability. 

The fair value of the modified financial liability is determined based on its expected cash flows, 
discounted using the interest rate at which the Company could raise debt with similar terms and 
conditions in the market.  The difference between the carrying value of the original liability and fair 
value of the new liability is recognized in profit or loss. 

On the other hand, if the difference does not meet the 10% threshold, the original debt is not 
extinguished but merely modified.  In such case, the carrying amount is adjusted by the costs or fees 
paid or received in the restructuring. 

Offsetting of Financial Assets and Liabilities 
Financial assets and financial liabilities are offset and the net amount is reported in the parent 
company statements of financial position if, and only if, there is a currently enforceable legal right to 
offset the recognized amounts and there is intention to settle on a net basis, or to realize the asset 
and settle the liability simultaneously.  This is not generally the case with master netting agreements, 
and the related assets and liabilities are presented gross in the parent company statements of 
financial position. 

Classification of Financial Instrument between Liability and Equity 
A financial instrument is classified as liability if it provides for a contractual obligation to: 

• deliver cash or another financial asset to another entity;  

• exchange financial assets or financial liabilities with another entity under conditions that are 
potentially unfavorable to the Company; or  

• satisfy the obligation other than by the exchange of a fixed amount of cash or another financial 
asset for a fixed number of own equity shares. 

If the Company does not have an unconditional right to avoid delivering cash or another financial 
asset to settle its contractual obligation, the obligation meets the definition of a financial liability. 
Otherwise, the financial instrument is classified under equity. 

VAT 
VAT is a tax on consumption levied on the sale, barter, exchange, or lease of goods or properties and 
services, and on importation of goods in the Philippines. It is an indirect tax, which may be shifted or 
passed on to the buyer, transferee or lessee of goods, properties or services. 
 
Revenue, expenses and assets are recognized net of the amount of VAT, except: 

• where the VAT incurred on a purchase of assets or services is not recoverable from the taxation 
authority, in which case the VAT is recognized as part of the cost of acquisition of the asset or as 
part of the expense item as applicable; or 

--
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• receivables and payables that are stated with the amount of VAT included. 

Input VAT represents the amount of VAT recoverable from the taxation authority. 
 
Impairment of Nonfinancial Assets 
The nonfinancial assets are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable.  If any such indication exists 
and where the carrying amount exceeds its estimated recoverable amounts, the asset or cash-
generating unit is written down to its recoverable amount. 

The estimated recoverable amount of the asset is the higher of an asset’s fair value less costs to sell 
or value in use.  In assessing value in use, the estimated future cash flows are discounted to their 
present value using a pre-tax discount rate that reflects current market assessments of the time value 
of money and the risks specific to the asset.  For an asset that does not generate largely independent 
cash inflows, the recoverable amount is determined for the cash-generating unit to which the asset 
belongs.  Impairment losses are recognized in the parent company statements of comprehensive 
income.  

An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased.  If such indication exists, 
the recoverable amount is estimated.  A previously recognized impairment loss is reversed only if 
there has been a change in the estimates used to determine the asset’s recoverable amount since the 
last impairment loss was recognized.  If that is the case, the carrying amount of the asset is increased 
to its recoverable amount.  However, that increased amount cannot exceed the carrying amount that 
would have been determined, net of depreciation and amortization, had no impairment loss been 
recognized for the asset in prior years.  Such reversal is recognized in profit or loss.  After such reversal, 
the depreciation and amortization charge are adjusted in future years to allocate the asset’s revised 
carrying amount, on a systematic basis over its remaining useful life. 

Investments in Subsidiaries 
The Parent Company’s investments in subsidiaries are carried in the parent company statements of 
financial position at cost less any impairment in value.  A subsidiary is an entity in which the Company 
has control.  The Company controls an entity when it is exposed, or has rights, to variable returns from 
its involvement with the entity and has the ability to affect those returns through its power over the 
entity. 

Dividend income from the investment is recognized in profit or loss when the Parent Company’s right 
to receive dividend is established. 

Equity 
 
Capital Stock.  Capital stock is measured at par value for all shares subscribed.   

Deficit.  Deficit represents the cumulative balance of all current and prior period operating results.  
 
Deposit for Future Stock Subscription.  Deposit for future stock subscription represent funds received 
from existing or potential stockholders to be applied as payment for future issuance of capital stock. 
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Deposits for stock subscription are recognized as equity if, and only if, all of the following set forth by 
the SEC are present as of the end of the reporting period: 

• The unissued authorized capital stock of the entity is insufficient to cover the amount of shares 
indicated in the contract; 
 

• There is BOD approval on the proposed increase in authorized capital stock (for which a deposit 
was received by the corporation); 
 

• There is stockholders’ approval of said proposed increase; and 
 

• The application for the approval of the proposed increase has been presented for filing or has 
been filed with the SEC. 

If any or all of the foregoing elements are not present, the transaction should be recognized as a 
liability. 

As at December 31, 2023 and 2022, the Parent Company presented its deposits for stock subscription 
under noncurrent liability in the parent company statements of financial position. 

Other Comprehensive Loss 
This pertains to the accumulated fair value changes of the Parent Company’s investment in quoted 
shares measured at FVOCI.  Cumulative unrealized fair value changes in investment in quoted shares 
measured at FVOCI is recognized in equity and is not reclassified to profit or loss in subsequent 
periods. 

Revenue Recognition 
Revenue from contract with customers is recognized when the performance obligation in the contract 
has been satisfied, either at a point in time or over time.  Revenue is recognized over time if one of 
the following criteria is met: (a) the customer simultaneously receives and consumes the benefits as 
the Company perform its obligations; (b) the Company’s performance creates or enhances an asset 
that the customer controls as the asset is created or enhanced; or (c) the Company’s performance 
does not create an asset with an alternative use to the Company and the Company has an enforceable 
right to payment for performance completed to date. Otherwise, revenue is recognized at a point in 
time. 

The Company also assesses its revenue arrangements to determine if it is acting as a principal or as 
an agent.  The Company has assessed that it acts as a principal in all of its revenue sources. 
 
Other Income 
Interest Income.  Interest income is recognized in profit or loss as it accrues, net of final withholding 
tax. 

Expenses Recognition 
Expenses are recognized in profit or loss when a decrease in future economic benefits related to a 
decrease in an asset or an increase in a liability has arisen that can be measured reliably. Expenses 
constitute costs of administering the business.  These are recognized in profit or loss upon receipt of 
goods, utilization of services or when the expenses are incurred. 
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Income Tax 

Current Tax.  Current tax is the expected tax payable on the taxable income for the year, using tax rate 
enacted or substantively enacted at the reporting date. 

Deferred Tax.  Deferred tax is provided on all temporary differences at the reporting date between 
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

Deferred tax liabilities are recognized for all taxable temporary differences.  Deferred tax assets are 
recognized for all deductible temporary differences, and carry forward benefits of net operating loss 
carryover (NOLCO), to the extent that it is probable that future taxable profit will be available against 
which the deductible temporary differences can be utilized. 
 
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the 
extent that it is no longer probable that sufficient future taxable profit will be available to allow all or 
part of the deferred tax assets to be utilized.  Unrecognized deferred tax assets are reassessed at each 
reporting date and are recognized to the extent that it has become probable that future taxable profit 
will allow the deferred tax asset to be recovered. 

Deferred tax assets and liabilities are measured at the tax rate that are expected to apply to the period 
when the asset is realized or the liability is settled, based on tax rate and tax laws in effect at the 
reporting date. 

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to set off current tax 
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the 
same taxation authority. 

Related Party Relationships and Transactions 
Related party relationship exists when one party has the ability to control, directly, or indirectly 
through one or more intermediaries, or exercise significant influence over the other party in making 
financial and operating decisions.  Such relationships also exist between and/or among entities which 
are under common control with the reporting entity, or between, and/or among the reporting entity 
and its key management personnel, directors or its stockholders.  In considering each possible related 
party relationship, attention is directed to the substance of the relationship, and not merely to the 
legal form. 

Provisions 
Provisions are recognized when the Company has a present obligation (legal or constructive) as a 
result of past event, it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation, and a reliable estimate can be made of the amount of the obligation.  
Provisions are reviewed at the end of reporting period and adjusted to reflect the current best 
estimate. 

Contingencies 
Contingent liabilities are not recognized in the parent company financial statements.  These are 
disclosed in the notes to parent company financial statements unless the possibility of an outflow of 
resources embodying economic benefits is remote.  A contingent asset is not recognized in the parent 
company financial statements but disclosed in the notes to parent company financial statements 
when an inflow of economic benefits is probable. 
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Events After the Reporting Date 
Events after the reporting date that provide additional information about the Parent Company’s 
financial position at the end of reporting year (adjusting events) are reflected in the parent company 
financial statements.  Events after the reporting date that are non-adjusting events are disclosed in 
the notes to parent company financial statements when material. 
 
 

3. Significant Judgments, Accounting Estimates and Assumptions 

The preparation of the Parent Company’s financial statements requires management to make 
judgments, accounting estimates and assumptions that affect the amounts reported in the parent 
company financial statements and accompanying notes.  The judgment and accounting estimates 
used in the parent company financial statements are based upon management’s evaluation of 
relevant facts and circumstances as at the reporting date. 

While the Company believes that the assumptions are reasonable and appropriate, significant 
differences in the actual experience or significant changes in the assumptions may materially affect 
the estimated amounts.  Actual results could differ from such accounting estimates. 

The estimates and underlying assumptions are reviewed on an on-going basis. Changes in accounting 
estimates are recognized in the period in which the estimate is revised if the change affects only that 
period or in the period of the change and future periods if the revision affects both current and future 
periods. 

Judgments 
In the process of applying the Company’s policies, the Company has made certain judgments, apart 
from those involving estimations, which had the most significant effect on the amounts recognized in 
the parent company financial statements.  

Control over Investments in Subsidiaries.  The Company determines that it has control over its 
subsidiaries by considering, among others, its power over the investee, exposure or rights to variable 
returns from its involvement with the investee, and the ability to use its power over the investee to 
affect its returns.  The following are also considered: 

• the contractual arrangement with the other voteholders of the trustee; 
 

• rights arising from other contractual agreements; and 
 

• the Parent Company’s voting rights and potential voting rights. 

Assessment for Impairment of Nonfinancial Assets.  The Company assesses impairment on its 
nonfinancial assets whenever events or changes in circumstances indicate that the carrying amount 
of the assets or group of assets may not be recoverable.  The relevant factors that the Company 
considers in deciding whether to perform an asset impairment review include the following: 

• significant underperformance of a business in relation to expectations; 
 

• significant negative industry or economic trends; and 
 

• significant changes or planned changes in the use of the assets. 
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Whenever the carrying amount of an asset exceeds its recoverable amount, an impairment loss is 
recognized.  Recoverable amounts are estimated for individual assets or, if it is not possible, for the 
cash-generating unit to which the asset belongs.  Each group of the Parent Company’s constructed 
assets is considered as a cash-generating unit.  Recoverable amount represents the value in use, 
determined as the present value of estimated future cash flows expected to be generated from the 
continued use of the assets. The estimated cash flows are projected using growth rates based on 
historical experience and business plans and are discounted using pretax discount rates that reflect 
the current assessment of the time value of money and the risks specific to the assets. 
 
No impairment loss on nonfinancial assets was recognized by the Parent Company in 2023 and 2022. 

The carrying amounts of nonfinancial assets follows: 

 Note 2023 2022 

Input VAT   P=2,529,611   P=169,983 
Investment in subsidiaries 6 1,567,847,500 1,567,847,500  

  P=1,570,377,111 P=1,568,017,483 

 
Assumptions 
The key assumption concerning the future and other key sources of estimation uncertainty at the 
reporting date that have a significant risk of causing a material adjustment to the carrying amounts of 
assets and liabilities within the next financial period is discussed below. 
 
Assessment for Realizability of Deferred Tax Asset.  The Parent Company’s deferred tax asset is 
reassessed at each reporting date and is recognized to the extent that it has become probable that 
future taxable profit will allow the deferred tax asset to be recovered. 

Unrecognized deferred tax asset amounted to P=16.6 million and P=0.5 million as at  
December 31, 2023 and 2022, respectively (see Note 11).  Management believes that there will be 
no sufficient future taxable profit against which the benefit of the deferred tax asset can be utilized 
within the period allowed by the tax regulations. 

 

4. Cash in Bank 
 
Cash in bank amounting to P=5.1 million and P=108,366 as at December 31, 2023 and 2022, respectively, 
earns interest at the prevailing bank deposit rates.  
 
Interest income amounted to P=235,549 and P=5,889 in 2023 and 2022, respectively. 
 

 

5. Investment in Quoted Shares 
 
In May 2023, the Parent Company acquired 14.346% stake of the outstanding capital stock of EEI, an 
equity security that is listed and traded in the Philippine Stock Exchange, for a total cost of  
P=1.1 billion. EEI is engaged in general construction and rental of construction equipment. 
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The balance and movements in this account are shown below: 
 

Cost   
Acquisition during the year  P=1,094,334,439 
Cumulative Unrealized Fair Value Adjustments   
Fair value changes  (206,804,735) 

Carrying Amount  P=887,529,704 

 
The fair value of investment in quoted shares is categorized under Level 1 using the current market 
price.  
  
Investment in quoted shares was assigned as collaterals to the Parent Company’s long-term debt  
(see Note 8). 
 
 

6. Investments in Subsidiaries 

The details of investments in subsidiaries are as follows: 

 
 2023 

 Subscribed 
Subscriptions 

Payable Paid-up 
Additional  

Paid-in Capital Total 

IMC P=423,750,000 P=– P=423,750,000 P=600,000,000 P=1,023,750,000 
CSC 527,500,000 – 527,500,000 – 527,500,000 
MCC 23,750,000 (14,250,000) 9,500,000 – 9,500,000 
MPIC 7,097,500 – 7,097,500  – 7,097,500  

 P=982,097,500 (P=14,250,000)  P=967,847,500 P=600,000,000 P=1,567,847,500 

 
 

 2022 

 Subscribed 
Subscriptions 

Payable Paid-up 
Additional  

Paid-in Capital Total 

IMC P=423,750,000 P=– P=423,750,000 P=600,000,000 P=1,023,750,000 
CSC 527,500,000 – 527,500,000 – 527,500,000 
MCC 23,750,000 (14,250,000) 9,500,000 – 9,500,000 
MPIC 7,097,500 – 7,097,500  – 7,097,500  

 P=982,097,500 (P=14,250,000)  P=967,847,500 P=600,000,000 P=1,567,847,500 

 
CSC 
On January 17, 2022, the Parent Company made additional subscription to CSC’s capital stock 
amounting to P=400.0 million.  As at December 31, 2023 and 2022, the Parent Company’s ownership 
interest in CSC is 99.75%.  
 
IMC 
On July 9, 2021, the BOD and stockholders of IMC approved the increase in its authorized capital stock 
from P=100.0 million to P=2.0 billion.  Accordingly, the Parent Company paid deposits for stock 
subscription amounting to P=400.0 million to IMC in relation to the planned increase. In 2022, the 
Parent Company paid additional capital to IMC amounting to P=600.0 million. As at July 17, 2024, the 
Company’s application is still pending approval by the SEC. 
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7. Accounts and Other Payables 
 
This account consists of: 
 

  2023 2022 

Accounts payable    P=2,847,021    P=– 
Withholding tax payable  1,798,594  – 
Accrued professional fees  1,000,000   660,000  

  P=5,645,615  P=660,000 

 
Accounts payable are noninterest-bearing and are generally settled within 30 days. 
 
 

8. Long-term Debt 

In May 2023, the Parent Company obtained a loan from Rizal Commercial Banking Corporation (RCBC), 
a local commercial bank, amounting to P=1.0 billion to finance the acquisition of EEI’s shares. 
 
Long-term debt is presented in the parent company’s statements of financial position as follows: 
 

  2023  

Current  P=23,809,524  
Noncurrent  976,190,476 

  P=1,000,000,000  

This loan bears an interest of 7.75% per annum and payable in 42 equal monthly installments of 
principal plus interest starting December 2024, with 18 months grace period, until May 2028.  

Interest expense incurred amounted to P=48.2 million in 2023. 
 
The Parent Company’s long-term debt is secured by the following collaterals: 
 

• Parent Company’s investment in quoted shares (see Note 5),  

• 6% shares of IMC (see Note 9); and 
• Certain vessels owned by a related party (see Note 9). 

 
The loan also contains certain financial covenants, such as debt-to-equity and debt service coverage 
ratios, which the Parent Company must comply. As at December 31, 2023, the Parent Company has 
not complied with the ratios.  
 
The Parent Company is actively managing its compliance with all financial covenants and is taking 
proactive steps to improve its financial ratios to avoid future noncompliance. These steps include 
increasing the Parent Company’s authorized capital stock (see Note 10), cost reduction measures, 
operational improvements, and other strategic actions. As at December 31, 2023, the Company has 
an outstanding deposit for stock subscription amounting to P=250.0 million presented under 
noncurrent liabilities in the parent company statements of financial position. This will be reclassified 
as part of equity once the application to increase its authorized capital stock has been presented for 
filing or has been filed with the SEC. 
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9. Related Party Transactions 

In the ordinary course of business, the following are the Parent Company’s transactions with related 
parties: 

 
 Transactions during the year Outstanding balance 

 2023 2022 2023 2022 

Due from Related Parties - Advances     
Subsidiaries     

CSC  P=71,469,369 P=–  P=71,469,369  P=– 
IMC 7,883,339  – 7,883,339  – 

   P=79,352,708 P=– 

Due to Related Parties - Advances 
(settlement)     

Entities under Common Control     
Stockholders   P=335,230,062  P=1,332,649  P=722,929,570  P=387,699,508 
Premium Megastructures Inc. (95,052,591) 600,091,505 637,946,876    732,999,467 

   P=1,360,876,446  P=1,120,698,975  

 
Outstanding balances are unsecured, noninterest-bearing and are receivable and payable on demand.  
There have been no guarantees provided for any related party balances. 

Corporate Suretyship Agreement 
On September 22, 2021, the Parent Company entered into a corporate suretyship agreement with 
RCBC of up to P=1.5 billion to secure IMC’s long-term debt to the bank. 
 
As at December 31, 2023, certain shares of IMC and vessels owned by a related party were used as 
collateral to the Parent Company’s long-term debt (see Note 8). 

Compensation of Key Management Personnel 
No short term or other benefits were paid to key management personnel of the Parent Company in 
2023 and 2022. 
 
 

10. Equity 

Capital Stock 
Details of the Parent Company’s common shares with par value of P=100 per share as at  
December 31, 2023 and 2022 follow: 
 
 2023 2022 

 No. of Shares Amount No. of Shares Amount 

Authorized     
Balance at beginning and end 

of year 2,000,000 P=200,000,000 2,000,000 P=200,000,000 

Subscribed     
Balance at beginning of year 2,000,000 200,000,000 500,000 50,000,000 
Addition – – 1,500,000 150,000,000 

Balance at end of year 2,000,000 P=200,000,000 2,000,000 P=200,000,000 
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Deposits for Future Stock Subscription 
On January 12, 2022, the Parent Company received deposits for future stock subscription amounting 
to P=250.0 million from its stockholder in relation to the planned increase in its authorized capital stock. 
 
As at July 17, 2024, the Parent Company is still in the process of submitting its application for an 
increase in its authorized capital stock with the SEC. Accordingly, the Parent Company presented its 
deposits for future stock subscription under noncurrent liabilities in the parent company statements 
of financial position. 
 
 

11. Income Taxes 

The Parent Company has no provision for income tax in 2023 and 2022 due to its loss position. 

The Parent Company’s unrecognized deferred tax asset amounting to P=16.6 million and P=0.5 million 
as at December 31, 2023 and 2022, respectively, pertains to NOLCO. 

The Parent Company did not recognize the deferred tax asset as management believes that there may 
be no sufficient future taxable income against which the benefit of the deferred tax asset can be 
utilized within the period allowed by the tax regulations. 

The details of the Parent Company’s NOLCO follow: 
 

Year Incurred 
Balance at Beginning 

of Year Incurred 
Balance at End of 

Year Expiry Year 

2023 P=– P=64,295,648 P=64,295,648 2026 
2022 741,645 – 741,645 2025 
2021 661,740 – 661,740 2026 
2020 619,303 – 619,303 2025 

 P=2,022,688 P=64,295,648 P=66,318,336  

The reconciliation of benefit from income tax computed at statutory income tax rate to provision for 
income tax at effective income tax rate is as follows: 
 

 2023 2022 

Benefit from income tax computed at statutory tax rate (P=16,029,747) (P=183,939) 
Tax effects of:   
 Change in unrecognized deferred tax asset 16,073,912 122,570 
 Interest income already subjected to a final tax (58,887) (1,472) 

Nondeductible interest expense 14,722 – 
Expired NOLCO – 62,841 

 P=– P=– 

On March 26, 2021, the Corporate Recovery and Tax Incentives for Enterprises (CREATE) was 
approved and signed into law by the country’s President.  Under the CREATE, the regular corporate 
income tax (RCIT) of domestic corporations was revised from 30% to 25% or 20% depending on the 
amount of total assets and total amount of taxable income.  In addition, the minimum corporate 
income tax (MCIT) was changed from 2% to 1% of gross income for a period of three (3) years.  The 
changes in the income tax rates shall retrospectively become effective beginning July 1, 2020. 

The Company used 25% RCIT and 1.5% MCIT in 2023 and 25% RCIT and 1.0% MCIT in 2022 in preparing 
its parent company financial statements. 
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12. Reconciliation of Liabilities Arising from Financing Activities 

The table below details the changes in the Company’s liabilities arising from financing activities: 
 
  2023   

 Beginning 
Availments/ 

Addition 
Payments/ 
Reduction Ending 

Due to related parties P=1,120,698,975 P=335,230,062 (P=95,052,591) P=1,360,876,446 
Long-term debt – 1,000,000,000 – 1,000,000,000 
Interest expense – 48,198,630 (48,198,630) – 

 P=1,120,698,975 P=1,383,428,692 (P=143,251,221)  P=2,360,876,446 

 
  2022   

 Beginning 
Availments/ 

Addition 
Payments/ 
Reduction Ending 

Due to related parties P=519,274,821  P=601,424,154 P=– P=1,120,698,975 

 
 

13. Financial Risk Management Objectives and Policies 

The Parent Company’s financial instruments are cash in bank, due from related parties, investment in 
quoted shares, accounts and other payables (excluding statutory payables), long-term debt and due 
to related parties.  The main purpose of the Parent Company’s financial instruments is to fund its 
operations, investing and financing activities.  

The main risks arising from the use of financial instruments are credit risk, liquidity risk and market 
risk.  The Parent Company’s management is responsible for the management of these risks.  Its 
primary objective is focused on safeguarding various stakeholders’ value to manage the 
unpredictability of these risks and minimize its potential adverse impact on the Parent Company’s 
operating performance and financial condition.  It does not use derivative financial instruments to 
hedge certain risk exposures nor trade derivatives for speculative purposes. 

The BOD has overall responsibility for the establishment and oversight over the risk management 
framework of the Parent Company.  The BOD has the task of developing the Parent Company’s risk 
management policies and procedures, monitoring key risk indicators and taking appropriate action 
thereon.  

BOD is likewise responsible for the creation and implementation of specific practices and procedures 
for risk management and the review of the adequacy and appropriateness of these policies relative 
to the risks being faced by the Company.      

Credit Risk 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss.  The Parent Company is exposed to credit risk from its 
operating activities and from its deposits with banks and financial institutions.  The Parent Company 
engages the services of its asset managers to assist them in realizing these financial instruments. 

The Company manages credit risk by assessing the creditworthiness of its counterparties.   
The Company continuously monitors the financial health and status of its counterparties to ascertain 
that receivables from these counterparties will be substantially collected on their due dates.  Credit 
risk on receivables is assessed on an ongoing basis. 
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The carrying amounts of financial assets at amortized cost as at December 31, 2023 and 2022 
represent the Parent Company’s maximum exposure to credit risk without taking account of the value 
of any collateral obtained: 

 
 2023 2022 

Cash in bank  P=5,105,691    P=108,366 
Due from related parties 79,352,708  – 

 P=84,458,399 P=108,366 

As at December 31, 2023 and 2022, the amount of cash in bank, due from related parties and 
investment in quoted shares are neither past due nor impaired. Cash in bank is classified as  
“High Grade” while due from related parties and investment in quoted shares are classified as 
“Standard Grade”.  The credit quality of such financial assets is managed by the Parent Company using 
the internal credit quality ratings as follow: 

▪ High Grade.  Pertains to counterparty who is not expected by the Parent Company to default in 
settling its obligations, thus credit risk exposure is minimal.  This normally includes large prime 
financial institutions and companies.  Credit quality was determined based on the credit standing 
of the counterparty. 

▪ Standard Grade.  Standard grade applies to active accounts with minimal to regular instances of 
payment default due to ordinary or common collection issues, but where the likelihood of 
collection is still moderate to high as the counterparties are generally responsive to credit actions 
initiated by the Company. 

▪ Substandard Grade.  Substandard grade financial assets are those which are considered 
worthless.  These are accounts which have the probability of impairment based on historical 
trend. 

Cash in Bank.  The Parent Company limits its exposure to credit risk by investing its cash only with 
reputable banks that have good credit standing and relatively low risk of defaults. These instruments 
are graded in the top category by an acceptable credit rating and are considered to have low risk. 

Due from Related Parties.  For the amount of due from related parties, credit risk is low considering 
the liquidity of the related party and its continuing operations. 

An impairment analysis is performed at each reporting date using the lifetime ECL allowance.   
The provision rates are based on its historical credit loss experience, adjusted for forward-looking  
factors specific to the debtors and the economic environment and an assessment of both the current 
as well as the forecast direction of conditions at the reporting date, including time value  
of money where appropriate. 
 
The Parent Company’s financial assets were assessed by management as neither past due nor 
impaired. 
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Liquidity Risk 
Liquidity risk arises from the possibility that the Company may encounter difficulties in raising  
funds to meet commitments from financial instruments.  It may result from either the inability to sell 
assets quickly at fair values or failure to collect from counterparty. 
 
The Parent Company’s objectives in effectively managing its liquidity are: (a) to ensure that adequate 
funding is available at all times; (b) to meet commitments as they arise without incurring unnecessary 
costs; and, (c) to be able to assess funding when needed at the least possible cost. 
 
The following table detailing the Parent Company’s remaining contractual maturities for its  
non-derivative financial liabilities.  The tables have been drawn up based on the undiscounted cash 
flows of financial liabilities based on the earliest date on which the Company can be required to pay. 
 

  2023 2022 

Accounts and other payables*   P=3,847,021  P=660,000  
Long-term debt  1,000,000,000  – 
Due to related parties  1,360,876,446 1,120,698,975 

  P=2,364,723,467 P=1,121,358,975 
*Excluding statutory payables. 

 
Market Risks 
The Parent Company is exposed to market risks, primarily those related to equity price risk and 
interest rate risk. Management actively monitors these exposures, as follows:  

Equity Price Risk.  Equity price risk is the risk that the Parent Company will incur economic losses due 
to adverse changes in a particular stock or stock index. As at December 31, 2023, equity instruments 
that are subject to equity price risk consist of financial asset at FVOCI as disclosed in Note 5.   

The Company’s policy is to maintain the risk to an acceptable level.  Movement in share price is 
monitored regularly to determine the impact on its financial position. 

The following table demonstrates the sensitivity to a reasonably possible change in the stock price of 
shares, with all other variables held constant, of the Company’s unrealized gain and loss on 
investments in quoted shares: 
 

 Change in Stock Price Effect on Income Before Tax 

December 31, 2023 6% P=49,927,846 
 -6% (P=49,927,846) 

Interest Rate Risk.  The Parent Company’s exposure to the risk for changes in market interest rates 
relates to the Company’s interest-bearing long-term debt.  

As at December 31, 2023 and 2022, the Parent Company’s interest-bearing long-term debt with local 
bank have fixed interest rates and do not expose the Company to cash flow interest rate risk but to 
fair value interest rate risk.  The Company regularly monitors interest rate movements and on the 
basis of current and projected economic and monetary data, decides on the best alternative to take. 
No sensitivity analysis is needed as future interest rate changes are not expected to significantly affect 
the Company’s net income.  The Company’s exposure to changes in the interest rates is not significant. 
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Capital Management Policy 
The primary objective of the Parent Company’s capital management is to ensure its ability to continue 
as a going concern and that it maintains a strong credit rating and healthy capital ratios in order to 
support its business, maximize shareholder value, provide returns for shareholders and benefits for 
other stakeholders.  
 
The BOD has overall responsibility for monitoring of capital in proportion to risk.  Profiles for capital 
ratios are set in the light of changes in the Parent Company’s external environment and the risks 
underlying the Parent Company’s business operations and industry. 
 
The Company sets the amount of capital in proportion to risk.  The Company manages the capital 
structure and makes adjustments to it in the light of changes in economic conditions and the risk 
characteristics of the underlying assets.  In order to maintain or adjust the capital structure, the 
Company may issue new shares. The Company considers its total equity and deposits for future stock 
subscription, presented under noncurrent liabilities in the parent company statements of financial 
position, amounting to P=174.3 million and P=446.8 million as at December 31, 2023 and 2022, 
respectively, as capital employed. The Company considers its total equity as its capital and monitors 
it on the basis of the carrying amount of equity as presented in the parent company statements of 
financial position. 
 
 

14. Fair Value Measurements 
 
A comparison by category of the carrying amounts and fair values of the Parent Company’s financial 
instruments follows: 
 
  2023  2022 

 Carrying Amount Fair Value Carrying Amount Fair Value 

Financial Assets     
At amortized cost:     

Cash in bank P=5,105,691 P=5,105,691 P=108,366 P=108,366 
Due from related parties 79,352,708 79,352,708 – – 

At FVOCI -      
Investment in quoted shares 887,529,704 887,529,704 – – 

 P=971,988,103 P=971,988,103 P=108,366 P=108,366 

 
Financial Liabilities - At amortized cost     
Accounts and other payables*  P=3,847,021  P=3,847,021  P=660,000  P=660,000 
Long-term debt 1,000,000,000 1,000,000,000 – – 
Due to related parties 1,360,876,446 1,360,876,446 1,120,698,975 1,120,698,975 

 P=2,364,723,467 P=2,364,723,467 P=1,121,358,975 P=1,121,358,975 

*Excluding statutory payables. 
 

Cash in Bank, Accounts and Other Payables (excluding Statutory Payables), Due from Related Parties 
and Due to Related Parties.  Fair values approximate carrying amounts given the short-term nature of 
these instruments are subject to an insignificant risk of change in value. 
 

Investment in Quoted Shares. The Company’s quoted financial asset at FVOCI as at December 31, 2023 
is carried at fair value based on sources classified under Level 1 category.  The fair value of the financial 
asset at FVOCI is based on the quoted current market price from its active market at the reporting 
date. 
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Long-term Debt.   The carrying amount of long-term debt approximate its fair value because the 
interest rate reflects the prevailing market rate. 
 

There are no significant transfers between levels in the fair value hierarchy. 
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15. Supplementary Information Required by the Bureau of Internal Revenue Under Revenue 
Regulations No. 15-2010 
 
The information for 2023 required by the above regulations is presented below. 

Output VAT 
The Parent Company has no revenue or collections subject to VAT in 2023.  
 
Input VAT 
The balances and movement in input VAT for the year ended December 31, 2023 are shown below: 
 

  Amount 

Balance at beginning of year  P=169,983 
Purchase of services  2,359,628 

Balance at end of year  P=2,529,611  

  
Documentary Stamp Tax (DST) 
The Parent Company paid documentary stamp taxes amounting to P=7,500,000 in 2023. DST is 
presented as part of “Taxes and licenses” under “General and administrative expenses” in the 2023 
parent company statement of comprehensive income. 
 
All Other Local and National Taxes 
The Parent Company’s other local and national taxes for the year ended December 31, 2023 are as 
follows: 
 

  Amount 

Local -    
 Business permits   P=13,839 
National -    
 BIR registration fee  500  

  P=14,339 

 
These taxes are presented as part of “Taxes and licenses” under “General and administrative 
expenses” account in the 2023 parent company statement of comprehensive income. 

Withholding Tax 
The Parent Company accrued withholding taxes amounting to P=1.8 million in 2023. 

Tax Assessments and Tax Cases 
The Parent Company has no pending tax assessments from the BIR or pending tax cases in courts or 
other regulatory bodies outside of the BIR as at December 31, 2023. 
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