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. 10. Are any or all of reglstrant's securities listed on a Stock Exchange?
Yes [ V] No[ 1
11. The Company's 878,182,045 cammon shares are listed at the Philipplne Stock Exchange.
12. Check whether the lssuer:
(a) has filed all reports required to be filed by Section 17 of the SRC.and SRC Rule 17 thereunder or

Section 11 of the SRC, and Sections 26 and 141 of The Corporation Code of the Philippines during the
praceding 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 ninely (90} days.

Yes [ V] No[]



The aggregate market value of voting stacks held by non-affiliates is Php40,386,613.28 computed on the hasls
of the average share price as of the 3t quartsr of 2006! of Php(.28 per common share.
PART | - BUSINESS AND GENERAL INFORMATION
item 1. Business
) Description of Business.
Steniel Manufacturing Corporate (the *Company") was incorporated in 1963. On September 11, 2013,
the Securities and Exchange Commission (*SEC") approved the extension of the corporate term of the Company

for another 50 years.

The Company has the following subsidiaries (the Company and its subsidiaries hereinafter referred to
as the "Steniel Group™):

Name of Subsidiary Pate of SEC
' Registration | Reglstration No.
STENIEL CAVITE PACKAGING CORPORATION ' Oct. 21,1993 |  AS003-8725
TREASURE PACKAGING CORPORATION May. 23, 1994 | AS094-004629

Prior to 2006, Steniel (Netherlands) Holdings B.V. ("Stenlel Netherlands"), a company Incorporated in
Amsterdam, The Netherlands, owned 82.2716% of the shares of the Company. Steniel Netherlands was then
100%-owned by Steniel (Belgium) Holdings NV {*Steniel Belglum'). in 2008, Stenlel Belgium sold its shares in
Stenie! Netheriands o certaln directors and officers of the Company. With the sale of shares, the uliimate parent of
the Company bacame Steniel Netheriands.

Pursuant fo the restructuring of the Company's loans in 2010 as discussed in Section 1.H of this report,
the Company's remalning unissued shares of 123,817,915 shares were Issued to Roxburgh Investment Limited
{"Roxburgh") to reduce the Company's outstanding debis. As a result, Roxburgh now owns 12.3818% ofthe

- Company.

On January 18, 2012, the shareholders of Stenlel Netherlands entered into a Share Purchase Agreement
with Right Total Investments Limited (‘Right Total), a limited fiability company incorporated in Briish Virgin Islands
as an investment company. Under the agreement, Right Total shall purchase up to 100% of the Issued and
outstanding shares of Stenlel Netherlands. Following the closing of the sale on March 28, 2012, Right Total
hecame the owner {through Steniel Netherlands) of 72.0849% shares of the Company.

On January 25, 2012, the Company recelved a tendsr offer report from Right Tofal an its offer to purchase
27.92% shares of the minority investing public. A total of 2,115,682 common shares were tendered and accapted
by Right Total.

On March 2, 2012, the SEC issued a Certificate of Merger to Steniel Cavite Packaging Corporation
("SCPC"), Metroplas Packaging Products Corporation, Metro Paper and Packaging Products, Inc. and Stenlel
Cartons Systems Corporation, with SCPC as the surviving corporation.

1Thera were no fransactions in the 4% quarier of 2006. Effective July 6, 2006, the Philippine Stock Exchange Implemented a
temporary rading suspenslon on fhe Company's shares.



On December 27, 2013, the Company sold its entire ownership, consisting of .25 million common
shares, of Steniel Mindanao Packaging Corporation ("SMPC"}. The fransfer will be registered in the stock and
transfer books of SMPC upon Issuance of the relevant Certificates Authorizing Registration by the Bureau of
Internal Revenue.

(B) Nature of Business

The Company has 2 operating subsidiaries natlonwide that produce their own corrugated boards for
conversion fo finished boxes. These facilities are located In Cavite and Cebu and each is fully equipped with
corrugator and convering machines. The finished products are mainly used for packaging consumer goods,
fresh fruits, canned sardines, fumiture and electronic goods. Marketing activities are coordinated centrally for
most of the Company's high volume customers, Each of the operating subsidiaries is individually responsible for
sales and marketing activifies directed at their regional customers.

The business operations of SCPC gradually slowed down In 2008, SCPC's Board of Directors approved
the temporary cessation of the plant's operafion on March 27, 2007 in view of the continued business losses
incurred since its incorporation, in addition to difficult economic and business conclitions. The machines and
squipment of SCPC were disposed via dacion en pago in 2010 to reduce long-term borrowing as part of the loan
restructuring agreement. The dacion en pago of its building was completed in 2014,

In September 2008, Treasure Packaging Corporation (“TPC”) temporarily ceased its operations and
separated all its employees. The Board formally approved the cessation of TPC's operation on March 10, 2000,
The property and equipment of TPC were disposed of to partially settle its trade and other liabiities,

On December 27, 2013, the Company sold its 100% ownership in SMPC.

€) Transactions with and/or Dependence on Related Parties

Transactions with related parties in the day-to-day course of business Include Inter-company sale
and/or transfer of inventory and equipment. Related party fransactions are always made at arms-length.

D) TotallNumber of Employees

The Steniel Group hes a fotal of two (2) employess as at December 31, 2015,

(E) Patents, Trademarks Copyrights and Licenses
Not applicable.
{F) New Products and Existing or Probable Government Approval for Products or Services
Not applicable.
(@) Cost and Compliance with Environmental laws
The Steniel Group adopts a proactive approach in respect of environmental laws. Al its facilities were
constructed with high standards and In compliance with the baslc requirements of existing environmental

regulations. It is not feasible at the moment o determine the Incremental cost of addlitional compliance with new
regulations, if there are any.



{Hj Bankruptcy, Receivership or Similar Proceedings

As discussed in Note 1 - General information/Status of Operations in the Notes to Consolidated Financial
Statements, due 1o the working capital drain experienced by the Stenlel Group as a result of prior debt service
payments and the difficult business and ecoriomic condiflons during the period, the Stenisl Group found it difficult to
make furiher payments of lts bank debts while at the same fime ensuring continued operations, On May 24, 2008,
the lenders declared the Company in default for fallure to mest its quarterly principal amortizations and interest
payments since March 2004,

In November 2007, the Company including certain subsidiaries and an assoclate separately filed individual
Petifions for Rehabllitation with the respective Reglonal Trial Courts to ensure recovery and address liquidity.

On July 7, 2008, the Regional Trial Court ("RTC") in Cavlte issued an Order dismissing the Pefition and
lifting the Stay Order based on fhe comments filed by the creditors as fo the deficlencies in the Rehabilitation
Plan filed by the Company. Consequently, on August 19, 2008, the Company appealed the RTG Order to Court
of Appeals but such appeal was denied. The Gompany filed a pefition for review with the Supreme Court, which
denied the petition on June 17, 2008, and subsequently, the mation for reconsideratian on October 14, 2009,

In 2009, discusslons commenced with the major creditorsfienders to restructure the outstanding foans.
On October 15, 2010, the Company and the creditors/lenders signed an Amended and Restated Omnibus
Agreement (the "Amended Agreement'). The essential elements of the Amended Agreement are summarlzed
below:

a Restructuring of outstanding principal and accrued interest expense as of September 30, for
twenty five (25) years.

° Conditional waiver of penalty and ofher charges upon the faithful performance by the Company of
the terms of restructuring.

® Reduction of the outstanding principal and accrued Interest expense as of September 30, 2010

via daclon en pago or sale of the following properties: {a) all outstanding comimon and preferred
shares of stock held by the Company in Steniel Land Corporation ("SLC"); (b} identifled idle
assals of SMC and its subsidiaries; and (c) conversion Into equity through the issuance of the
Company’s unissued capital stock.

e The outstanding principal amount after the dacion en pago or sale of properties shall be paid in
ninety two (92) conseculive quarterly instaliments starting in January 2013,

) The outstanding portion of the accrued interast after equity conversion shall be pald in forty (40}
consecutive quarterly instaliments starting after year fifteen (15) from the date of restructuring.

& Restructured outstanding principal will be subject to interest of 6% per annum for filteen (15)

years and 8% per annum on the sixteenth (16%) year.
The restructured accrued Intsrest expense will be subject to interest of 8% per annum.

° The restructured loan shall be secured by the assets/collateral pool under the Collateral Trust
Agreement, '

® Al taxes and fees, including documentary stamp taxes and registration fees, shall be for the
account of the Steniel Group.

e Al other costs and expenses of restructuring, ncluding documentation costs, legal fees and out-
of-pocket expenses shall be for the account of the Stenlel Group; and

o Other conditions Include:
a Lenders representative to be elected as director in SMC and in each of its subsidiaries.
b. A five (5)-year Business Plan for SMC's operating subsldiary including the execution of

raw material supply contracts.



G, A merger, reorganization or dissolution of certain subsidiaries In fine with the Business

Plan.

d. No dividend declaration or payment until the restructured obligations is fuily paid.

e. No new bomowing, unless with consent of the lenders.

f No repayment or prepayment of any debt or obligation {other than operational
expenses), uniess with consent of the lenders.

g Creditors' consent for change in material ownership in the Steniel Group and
mortgagors,

h. Standard covenants, representations and warranties.

The daclon en pago of the Stenie! Group's idle machines and the equity conversion hrough the
issuance of the Company's capital stocks have been compieted as at December 31, 2010 and which resulted to
a gain on disposal of property and equipment amounted to Php30.3 million. The dacion en pago transaction
reduced outstanding principal amount by Php122 million while the equity conversion reduced outstanding
acorued interest by Php248 million, The dacion en pago of the SCPC building, with a value of R99.1 million,
was completed in 2014, With regard to the dacion of the shares in SLC, in 2012, the Certificates Authorizing
Registration wera issued in relafion to the transfer to Greenkraft of 1,749,500 common shares and 11,820
preferred shares in SLC. The Certificate Authorizing Registration covering the transfer of 727,050 preferred
shares in SLC held by SCPC Is currentiy being processed.

The change in management in early 2012 generally caused the delay in the implementation of the
dacion en pago. The installment payment of outstanding principal based on the Amended Agreement above is
also expected to be adjusted. :

On December 2, 2011, the major creditors/lenders agreed to waive the payment of interest for the first
2 years of the loan commencing of the restructuring date, to comespond to the principal repayment as stated in
the Amended Agreement. Hence, interest payments on each interest payment date shall be made in
accordance with the Amended Agreement but shall commence on the 270 month after the restructuring date,
inclusive of a 2-year grace period.  In relation to this, on March 1, 2012, the accrued interest, which was
capitalized as part of the loan principal in 2010 in accordance with the Amended Agreement, was also condoned
by its major credifors effective December 31, 2011.

In December 2044, lenders under the Amended Agreement agreed to the following repayment.

(a) two {2)-year grace period on the payment of interest or until December H, 2014,

(b) quarterly payments of the principal amortization to commence on March 31, 2015 for a period
of twenty five (25) years; and

() reduction of interest rates from 6% to 2% per annum on the first two (2) years, 3% per annum
on the third and fourth years and 4% per annum from the fifth year until full repayment of the
loan.

Thers are no known trends, events or uncertainties that will have a material impact on the Stenlel
Group's future operations except those that have already been disclosed in the foregoing. There are no other
sources of revenue of Income that are not ordinary in nature.

)] Material Reclassification, Merger, Consolidation, or Purchase or Sale of a Significant Amount of
Assets Not Within the Ordinary Course of Business

On March 2, 2012, the SEG approved the merger of four (4) subsidiarles of the Company, with SCPC
as surviving company (the "4-way Merger”).



Also, as discussed in Note 8 - Non-current assets heid for sale in the Notes to the Consolidated
Financlal Statements, the Company reclassified certain remaining assets and shares of stocks in an assoclate
to assets held-for-sale which was subject to dacion en pago under the provisions of the Amended Agreement.
The assets and shares are measured at fower of the carrying amount and fair value less cost to sell as at
December 31, 2015.

{) Cost of Research and Development Actlvities
Not applicable,
(K} Major Risks and Management of the Risks

The Company and the creditors/lenders signed the Amended Agreement on October 15, 2010which
restructured the Company's loans and resolved the default situation, The essential provisions of the Amended
Agreement are discussed in detall in ltem 1(H) above and in Note 1~ General information/Status of operafions, in
the Notes to Consolidated Financial Statements.

Please refer also to Note 20 - Financial risk management, of the Notes to Consofidated Financial
Statements for additional discussions.

lfem 2. Properties

Please refer to Note 8 — Non-current assets held for sale, Note 9 - Properiy and equipment, and Note
10 - Investment properties of the Notes to Consolidated Financial Statements for the table of properties.

The Steniel Group's building and building Improvements, leasehold improvements and machinery and
equipment are morgaged fo secure the payment of long-term debis under morfgage trust indentures.
Consequent to the loan restructuring {please refer to ltem 1(H) in the preceding), the dacion en pago of the
Steniel Group's Idle machines had been completed as at December 31, 2010, thereby reducing outstanding
principal amount by Php122 milion. Furthermore, the daclon en pago relating to the Group's shares in SLC and
a subsidiary's fand and building has a total value of Php290.0 milllon. In 2012, certaln certificates authorizing
registration were issued. The remaining assignment of shares Is sl for finalization with buyers and this is
expacted to be completed in the 3rd quarter of 2016, :

Item 4, Submission of Matters to a Vote of Security Holders
There were no matters submitted during the fourth quarter of the fiscal year covered by this reporito a
vote of security holders.
PART fi - OPERATIONAL AND FINANCIAL INFORMATION
item 5, Market for Issuer's Common Equity and Related Stockhelder Matters
{1) Marlet Price

The company's common shares are listed on the Philippine Stock Exchange {"PSE"), and a summary
of the high and low share prices by quarier for ihe 3-year period ended Decermber 31, 2006 Is &5 follows:

| [ 1% Quarter | 2™ Quarter | 3¢ Quarter | 4" Quarter |




disclosure dated July 5, 2006 ralative to the authorization granted by the shareholders of the Company fo enter

2003 - high 0.100 0.140 0,200 0.210
- low 0.100 0.110 0.120 0.130
2004 -high 0.180 0.150 (.150 . 0.150
- low 0.130 0.100 0.100 0.120
2005 _- high 0.260 0.180 0.150 0.150
- low 0.120 0.125 . D110 0.110
2006 - high 0.780 0.600 0.260 No
- low 0.110 0.200 0.250 transaction

The PSE has implemented' a lemporary trading*suspenslon on the Company's shares following a

into rehabilitation proceedings.

As discussed earlier in Section 1.B of this report, the Company recelved & tender offer report from Right
Tatal on January 25, 2012, to purchase 27.92% shares of the minority stockholders. A total of 2,115,692 common

shares were purchased by Right Total from tendeting stockholders.

(2)

Holders

As of December 31, 2015, the top twenty (20) stockholders of the Company are the following:

Name Citizenship | No. of shares % .
1 | Stenlel (Netherlands) Holdings B.V. Duteh 720,848,912 |  72.08%
2 | Roxburah Investmenis Limited BvI 123,817,953 12.38%
3 | PCD Nominee Corporation Filipino £6,106,583 8.61%
4 | Valmora Investment & Mgt. Corp. Filipino 10,443,860 1.04%
5 Rustico 8/or Lolita Garingan Filipino 2,097 278 0.21%
6 Delfin R, Maceda Filipino 1,880,000 0.20%
7 Calvin C. Chua Filipino 1,828,500 0.18%
8 | PCD Nominee Corporafion Non-Filipino 1,460,919 0.19%
9 . | Sally C. Ong Pac ._Fllipino 1,450,000 0.15%
10 | Leonardo T. Siguion-Reyna Filipino 1,161,839 0.12%
11__| 'Ella C. Santiago &/or Manuel A. Santiago Filipino 1,100,000 0.13%
12 { Christopher Chua Fillpino 1,000,000 0.10%
13 | Estate of Mamerio Endriga Fillpino 906,011 0.09%
14. | Staniey C. Sy Filipino 750,000 0.08%
15 | Manuel T. Cammona Fhipino 727,879 0.07%
16 | Felisa Y. Tan Filipino 582,000 0.06%
17 | Gabriel Panlilio &or Maritess Panlilio Filipino 542,500 0,068%
18 | Pua Yok Bing Filipino 512,000 0.05%
19 | Amolfc Lim Sih Filipino 510,000 0.05%
20 | Nicolas Schoenenberger Swiss 509,000 0,05%

(3)

The Company's securifies consist of outstanding common shares.

As of December 31, 2015, the Company has a public float level of 15.563%.

Dividends




The Company has not declared any dividends on its shares in the 4 most recent fiscal years and any
subsequent interim period for which financial statements Is required to be presented by SRC Rule 6B,

The By-Laws of the Company state that dividends shall be declared and paid out of the unrestricted
retalned eamings which shall be payable In cash, property, or stock to all stockholders on the basis of
outstanding stock held by them, as often and at such times as the Board of Directors may determine In
accordance with law and applicable rules and regulations.

Pursuant to Its By-Laws, the board of directors of the Company has the power to determine whether
any part of Its surplus profits avallable for declaration as dividends shall be declared as dividends, subject {o the
provisions of law, and to provide that the dividends thus declared shall be applied in payment of new shares to
. be issued fo the stockholders entitled to said dividends, which new shares shall be taken out of the authorized
and unissued capltal stock of the Company, unless said stockholders advise the Gompany in writing that they
opt to have said dividends pald in cash.

{# Recent Sales of Unreg!stered Securitles

Other than the Issuance of 123,817,955 common shares to Roxburgh In 2010, the Company has not
sold any unreglstered sacurilies or clalmed an exemption from registration of fhe any securitles soid or issued by
it during the past five years,

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

Consolidated revenues for the current year fotaled Php44.483 million mainly generated from buying
and selling of waste paper. The increase from Php 44.483 miilion as compared with those of last year's Php
17 444 million was due to the increase In local demand, However, gross profit margin dropped from a GP rate of
6% last year compared to current period of 3%. :

Operating expenses during the current year posted Php 20.915 million as comﬁared to last year of Php
8.664 million. The increase was mainly attributed to depreciation for machinerles being leased to a related party
in Davao coupled by repairs and malntenance expenses to kesp the machineries & equipment in good running
condifion.

Other income generated from the leasing of machineries and equipment in Davao posted a revenue of
Php 62,343 million as compared to Php 24.355 million in 2014, This represents a 256% increase compared to
the previous year.

income tax expense applicable to the current year amounting to Php 13.883 million against Php .614
million in 2014,

Overall, the Company ended the year 2015 with a consolidated net income for the current year of Php
93,973 million as compared to consolidated net income of Php 17.441 million last year, The robust income is
mainly from the leasing activity that started during the 2™ semester of 2014,

As stated in Part |, item 1.H of this report, there are no financing charges during the current year
pursuant to the 2-year grace on inferest payment as provided for in the Amendsd Agresmsnt.

Financial Posifion



Total cument assets as at December 31, 2015, totaled Php 281.428 milllon as compared with Php
394,928 million in 2014. The decrease was mainly due to parfial setilement of related party transactions and
utiization of vat asset. Meanwhile, total non-current assets totaled Php 81.439 milllon as at current year-end
against last year's Php 74.832 miliion. The Increase is atiributed to new acquisition of investment in shares of
stocks. '

The Stenie! Group’s consolidated current liabilites as at current year-end totaled Php 136.421 million
as compared with those In 2014 of Php 176.940 million. The decrease is due mainly to settiement of related
parly obligations arising from the proceeds of asset held-for-sale and trading of scrap materials. Quarterly
payment of long term debt as per amended loan agreement also reduced non-current liabilities from
Php449.194 million in 2014 to Php 438.847 million in 2015

Total assets as at year-end 2015 totaled Php 72.867 milllon compared to Php 399.760 million in 2014,
in view of the foregoing discussions, the Stenisl Group's current rafio during the year recorded at 2.14 and last

year's at 1.84. Debt-fo-equity ratio in 2007 Is 10.8. Debt-to-equity ratio is not computed In 2012 and 2011
bacause of the negative equity balances as af year-end.

Plans and Strategles

For 2018, management is optimistic fo sustaln its growth wifh the implementation of strategies towards
maximizing available resources In buying and selling activity as well as Jeasing the remaining assets of the
company,
Item 7. Financial Statements

The 2015 consolidated audited financial statements of the Company are attached as Exhibit i,
item 8. Changes in and Disagreements with Accountants on Accounting and Financlal Disclosure

There are no changes In of disagreements beftween the Company and the accountants on malters of
accounting and financial disclosure.

PART Ill - CONTROL AND GOMPENSATION INFORMATION

Item 9, Directors and Executive Officers of the Issuer

The term of office of directors of the Company is one (1) year. As of December 31, 2014, the directors
and executive officers of the Company were:

Directors Age Positlon and Term of Offlee

Nixon Y. Lim 45 Chalrman of the Board
Delma P. Bermundo 54 Presidant & CEQ

Eliza C. Macuray 57 Vice President & CFO
Esteban C. Ku 49 Director

Matk O. Vergara 48 Diregtor

Kenneth George D. Wood 57 __Independent Diractor
Bobsrio Roman V. Andes 50 Independent Director

{1 Board of Directors



Deima P. Bermundo

Ms. Bermundo received her Doctor of Phifosophy in Management, graduating with Merifissimus honors, and her
Master in Business Administration, graduating with Meritissimus honors, from the De La Salle Araneta
University. She received her Bachelor of Science in Commerce, Major in Accounting, from the Universily of
Nueva Caceres, Naga City. She has been serving as a tax consultant for Greenstone Packaging Corporation,
Greenkraft Corporation, Greencycle Corporation, Bigred Eagle Corporation, Lamitek Systems, Inc,, 8CG
Trading Philippines, Inc., SCG Marketing Philippines, Inc. and Graensiam Resources Corporation for the past
several years. Before that, she was the Accounting Head for Polytower General Marketing from 1984 to 1996.

Ellza C. Macuray

Ms. Macuray received her Bachelor of Science in Commerce, major in Accounting, from Areflano University,
Prlor o her joining Gontainer Corporation of the Phillppines, her previous work experience was with United Pulp
and Paper Co., Inc. for more than 2 decades, where she gained her extensive experience in the paper business,
particularly in finance with focus on tax matters. She also served as Accountant to Orange Performance
Techniques Inc. She is currently the Comiptrofier of Container Corporation of the Philippines.

Nixon Y. Lim

Mr. Lim Is currently the President of Green Siam Resources Corporation. Prior to this, he has had work
experience in the packaging business particularly in the fields of sales, marketing, manufacturing and finance.
He holds & degree in BS Physlcs from the De La Salle University, Maniia, having graduated in 1892,

Esteban Ku

Mr. Ku holds a degree in Bachelor of Sclence, Major in Chemical Englneering from the University of San Carlos
in Gebu City, where he graduated In 1968, From 1982 fo 1992, he was a production supsrvisor for Interafional
Pharmaceutical, Inc. in Xlamen, China, He has since focused on the packaging business, having gained
extensive experience In plant operations, sales and markefing and finance. Mr. Ku Is currently the Managing
Director of Corbox Corporation and Pakmaster Packaging Co.

Mark O, Vergara

Mark O. Vergara is a senfor partner of the fim Martinez Vergara Gonzalez & Serrano. He received his Jurls
Doctor degree from the Ateneo de Manila Law School in 1992, and his Bachelor of Science In Legal
Management degree from the Ateneo de Manila University in 1988. He was admitted to the Philippine Bar in
1993, Mr. Vergara is currently an independent Director of Synergy Grid & Development Phils., Inc. Mr. Vergara
s both a Director and Corporate Secretary of Applezee Asla Distributors Gorp., Chroma Philippines, Inc.,
Creafive Quoin Inc., Flrst Treasurss Management Enterprises Corporation, Marchington Woodlands VYentures,
Inc., Pacific Harbor Investment Holdings Phils., Inc., Pebble Beach Properties, Inc., Precious Treasures (Makali)
Enterprises, Inc., Private Treasures (Makati) Enterprises, Inc., Prime Treasures (Makat)) Enterprises, Inc. and
MV Holdings Inc. He is also a director of ADP (Philipplnes), Inc., ExiService Philipppines, Inc.Cerco Globa
Philippines, Inc., Nomura Securifies Philippines, Inc., and Prime Solutions and Consultancy, Inc. Mr. Vergara is
Corporate Secretary of Green Stam Resources Corporation.

Kenneth George D. Wood
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Mr. Wood received his Bachelor of Science in Commerce, Major In Accounting, graduating with Magna cum
Laude honars. He has been a certifled public accountant since 1981, He has advised investors extensively on
taxation aspects of doing business in the Philippines, especially at the Clark Special Economic Zone. He was
previously the Head of the Raw Materials Department and Cost Accountant for Container Corporation of the
Philippines and Officerdn-Charge of the Management information Systems Department of the Clark
Deveiopment Corporation. :

Roberio Roman V. Andes

Mr. Andes holds a degree in Bachelor of Sclence, major In Accounting, from the Far Eastern University, where
he graduated from in 1976. He also holds a Masters In Management (Mejor in Industrial Relations) from the
School of Labor and Industrial Relafions of the University of the Philippines-Mindanao, which he attalnad in
1999. From 1977 to 1981, he was an extemal auditor of Price Waterhouse/Joaquin Cunanan & Co. He held the
Branch Manager position at the Butuan and Davao branches of Marsman & Company, Inc. {from 1990 fo 1997)
and the Davao Branch of Zuellig inchcape, Inc. {from 1999 to 2000). He was also the Operations Manager (from
2000 to 2007), Senior Operations Manager (from 2007 o 2009) and Logistics Consultant (from January to April
2010) of IDS Logistics (Phillppines), Inc.. He served as the Senjor Assistant VP — Luzon of Fastcargo Logistics
Corporation, Inc. from June 2010 to July 2011. Thereafter, he was appointed as the General Manager of
Fllipinas Port Services, Inc. for the period from August 16, 2011 to Apri 15, 2012. Most recently, he was the
Logistics Division Head of Sumifru (Phils.) Gorporation, Inc. for the period from April 2012 to December 2012.

) Executive Officers
The business experience of Ms. Bermundo and Ms. Macuray are provided above.

The Company considers the efforts of its directors, officers and empioyees to be the driving factor
behind the success of its business operations, and generally regards all such individuals to be significant
officers and employees. _

3 Involvement in lL.egal Proceedings

Except as otherwise disclosed herein, the Company [s not aware of. (@) any bankruptey petition filed
by or agalnst any business of which any director or executive officers was a general partner or executive officer
either at the fime of bankruptey or within 2 years prior to that time; (b) any conviction by final judgment of any
director or senior executive in a criminal proceeding, domestic or forelgn, or being subject to a pending criminal
pracseding, domestic or foreign, of any director, executive officer or person nominated to be a director; (c) any
director or senior executive 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
enjolning, baring, suspending or otherwise limiting such director's or executive officer’s involvement in any
type of business, securitles, commodities or banking activities.

tem 10. Executive Compensation SUMMARY COMPENSATION TABLE

Please rsfer fo the table below for a summary of the compensation recelved by the following execufive
directors: () Delma P. Bermundo - President and CEO, and (b) Eliza C. Macuray - VP and CFO:

Aggregate Amount of Salaries and Bonuses

Year Salary Bonus QOther Compsnséﬁon TOTAL

2014 740,000 0 0 760,000
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2015 | 755,000, | 0 [ 0 l 755,000,

Aggregate Amount of Estimated Compensation for 2016

Year Salary Baonus Other Gompensation TOTAL

2016 1,055,000 1 0 1,085,000

No ofher directors and executive officars are receiving compensation.

The Company's By-Laws provide that directors as such shall receive compensation for their services as
may be approved by stockholders representing at least a majority of the ouistanding capital stock. During the
current year, the stockholders did not pass any resolution authorizing payment of compensation fo the
Company’s directors. However, directors may receive per dism allowances for thelr attendance at meetings of
the board of directors,

The executives are engaged under standard terms and conditions and can be terminated for
appropriate cause. These standard terms and conditions are based on what is required by the law. The standard -
terms and conditions include, among others: (a) a monthly baslc salary including any sum recelvable as
director's fees or other remunaration from any subsldiary; (b) a monibly office subsidy fund; (c) relmbursement
for all reasonable expenses properly Incurred in the course of his employment; (d) deductions, to the extent
permitted by Philippine Labor Laws, from the executive's remuneration of moneys due from him to the Company

or any subsidiary. The following is a summary of the benefits received by the executives of the Company;

COMPANY CAR : Eliglbility to envoli in the company car plan pragram or is cash equivalent.
VACATION LEAVE : Twelve (12) days per year with carry over of unused fo the next year.
Unused
halances convertible to cash up fo a maximum of seven (7) days annually.
SICK LEAVE : Fourteen (14) days per year. Unused balances convertible to cash.
LIFE INSURANCE : Twenty four (24) months pay with AD & D provision subject to existing plan
terms and condition.
HOSPITALIZATION : Based on applicable/existing Company health insurance policy.
PERFOMANCE BONUS : 0 to 50% of annual pay as determined by the Board on company's overall
performance goals,
STOCK OPTION ' Eligibility o contribute to the management incentive share purchase plan.

The standard terms and conditions In the executive employment confracts also include provisions on
vacation leave with full pay, provisions on confidentiality of any trade secrets or confidential Information relating
~ o or belonging to the Company or any subsidiary, and with respect to postfermination obligations on the part of
the executive, provisions on non-competition, non-solicitation of customers, and non-solicitation of employees.

None of the directors, executive officers of the Company or persons nominated to the board of directors
are related up fo the 40 civil degres.

Item 11. Security Ownership of Certain Record and Beneficlal Owners and Management
) Security Owﬁershlp of Certaln Record and Beneficlal Owners

As of December 31, 2015, the stockholders holding more than 5% of the outstanding stock of the
Company were:2 :

? Based on records of the stock iransfer agent, Stock Transfer Service, Inc. {llst of top 100 stockholders as of December 31,
2015) ‘
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Name, address of record awner

Title of class Name of Beneficlal | Citizenship | No, of Shares | Percent
and relationship with issuer Owner and Held
Reiationship with
Record Owner

Commeon Stenlel (Nefherlands) Holdings B.V. record and Duttch 720,848,912 | 72.08%
Shares Sirawinskylaan 3105 beneficial R)

Atrdum, 1077 ZX

Amstardam, The Netherlands

{Registered Sharehoider)
Common Roxburgh Invesiments Limited record and BV 123,817,953 12.38%
Shares P.C. Box 957 beneficlal (R)

Offshore Incorporations Center
Road Town, Torlola

Brifish Virgin Islands
{Reglstered Shareholder)

Common PCD Nominea Corporation? Phillppine Central Filipino 85,015,748 8.58%
Shares | 8® Flr. Makatl Stock Exchange, 6767 Depaository, Inc’s R
Ayala Ave., Makall Clty Various Parficipants
(Reglstered Shargholder)

The Company is not aware of any vating trust or similar agreement whete persons hold five percent
(5%} or more of a class.

{2) Security Interest of Directors and Management

As of Decamber 31, 2015, the security interast of directors and management is as follows:

Name and Address of Owner Title of Amount and Nature of Citizenship Percent of Class
Class Beneficial Ownership
Delma P, Barmundo Common 1(R) Fillpino nll
Eliza C. Macuray Common 1(R) ’ Filiping il
Nixon Y. Lim Common 1 (R} ‘ Flllpino it
Esteban C. Ku Common 1 (R} Fillping i
Mark O, Vergara Common 1 (R} ) Fllipino il
Kennath George D. Wood Common 1(R) Filipino i
Roberto Roman V, Andes Common 1(R) Filipino nlt
Diractors and officers as a group Comman 7 nil

{3) Changes in Control

On March 29, 2012, Right Total acquired 100% of the Issued and outstanding capital of Steniel
Netherlands from certain directors and officers of the Steniel Netheriands,

ltem 12. Certain Relationships and Related Transactions

3 PCD Neminee Corporation Is a wholly-owned subsidiary of the Philippine Central Depesitory, Inc, ('PCD"). 1t s the
ragistered owner of the sharas In the books of the Company's stock and fransfer agent. The beneficial owners of such
shares ere PCD's participants, who hold the shares an their own behalf or on behalf of thelr cllents. PCD is a private
company organized by major inslifutions actively participating in Philippine capital iarkels to implement the autemated
book-entry system of handting securities transactions in the Phillppines.
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Transactions with related parties in the day-to-day course of business include inter-company* sale
and/or fransfer of inventories and aquipment. Related party transactions are always at arm's-length. Please
refer also to Note 25 - Related party transactions of the Notes to the Congolidated Financial Statements.

PART IV - CORPORATE GOVERNANCE

ltem 13, Corporate Governance

P.lease refer {o the ACGR for 2014 attached as Exhibit I.

PART V - EXHIBITS AND SCHEDULES

R Item 14, Exhibits and Reports on 8EC Form 17-C

(1 Reports on SEC Form 17.C {Current Report) ﬂled in 2014 to date

giofiBoRAIH Mestif 2 AR

May 25, 2015

e @351 A e P e e R RO

Setting of annugl stockholders' mesting on July 10, 2015 and the Record Date on June 8, 2015

July 10, 2016

Results of the Annual Stockhalders' Mesting and Organlzational Meeting of the Board of Directors
hoth held on July 10, 2015

()  Exhibits

Exhibit

Description of Document

Annual Corporate Governance Report for 2015

Statement of Management's Responsibliity for Financial Statemsnts and Confirmallon of No Change
in Accounting Policles

Year 2015 Consolidated Audlted Flnancial Slatamen!s of Steniel Manufacturlng Corpaoration

4 Pertaining to fransaclions within the Steniel Group.
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SECURITIES AND EXCHANGE COMMISSION ™

SEC FORM — ACGR

~ ANNUAL CORPORATE GOVERNANCE REPORT

4
GENERAL INSTRUCTIONS

'(A) UseofFormACGR . ° ;
This SEC Form shall be used to meet the requirements of the P_.e\.rllsecl Code of Cofporate Governance. -
(B} Prer.:narati'on of Report
These geﬁeral instructions are not to be filad with the report. The instructions to the various captions of the %orrn
shall not be omitted from the report as filed. The report shall contain the numbers and captlions of all items. If

any Item is inapplicable or the answer thereto s In the negative, an appropriate statement to that effect shall be

made. Provide an explaration on why the item does not apply to the company or onhow the company's practice
differs from the Code. ’

{C)} Signature and Filing of the Report
A. Three (3) complete sets of the report shall bé filed with the Main Office of the Commission.
B. At least one complete copy of the report filed with the Commission shall be manuallﬂr signed.
o A!i reports shail compli‘r”u;rith the full disclosure requirements of the Securities Regulation Code.
D. Thisreportis required to be filed annually together with the company's annual rebort.

{D} Filiqg an Aﬁendment | .

Any material change in the facts set forth in the report occurring within the year shall be reported through SEC
Form 17-C. The cover page for the SEC Form 17-C shall indicate “Amendment to the ACGR".
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A. BOARD MATTERS

1) Board of Directors

“(a) Composition of the Board

Complete the table with informatian on the Board of Directors:

! Roxburgh Roxburgh : i Annual
Investments | Investments | 14,2011 Meeting
Limited -1 Limited -
Delma P, ED NA Nomination | June 23, July 30,2015 | Annual 3
Bermundo _ . Committee | 2012 - ' ‘ Meeting
Esteban C. NED N/A ] Nomination October July 10,2035 - | Annual 4.5
Ku : . Committag 14,2011 : Meeting
Kenneth ID N/A Nornination lune 29, July 10, 2015 Annual 3
GeorgeD. | ‘ ' Commitiee 2012 - Meeting
Wood )
mark O. NED N/A | Nomination July 10, - July 10, 2015 Annual 3
Vergara Committee 2015 Meeling
| Eliza C. NED N/A Nomination | December | July 10,2035 | Annual 2
; “Macuray Commities 26,2013 Meeting
i Roherto D . N/A Nomination | December | july 10,2015 | Annual 2
Roman V. Committee 26, 2013 ' Meeting

Andes ,

{b) Provide a brief éummary of the corporate governance po!icy that the board of directors has adopted. Pléase
emphasize the policy/iés relative o the treatment of all shareholders, respect for the rights of minority
shareholders and of other siakeholders, disclosure duties, and board responsibilities.

‘The Board of Directors of Steniel Manufacturing Corporation (the “Corporation”) has adopted a Revised

_.Manual on Corporate Governance {the “Manual”}, which provides for the following corporate governance
policies: transparency, accountability, recognition, promotion and protection of shareholder rights.
Specifically:

«  Delineation of functions between the Chairman and the CEO to foster an appropriate balance of
power, Increased accountabllity and better capacity for independent decision-making by the Board

= Creation of a monitoring and evaluation system of the varlous Board commitiees

= Clear enumeration of the duties and responsibifities of the Board, corporate officers, Compliance
Officer

»  Emphasls on compliance with reportorial or disclosure requirements

: = Recognition that the Board is primarily accountable to the shareholders

T = instruction to Management to formulate, undef the supervision of the Audit Committee, the rules and

1 Rackoned from the election Immediately following January 2, 2012,




procedures on financial reporting and internal control

»  Recognitioh of Investors’ right and protection, namely: voting right, pre-emptive right, power of
inspection, right of information, right to dividends, appraisal right and participation at Shareholders’
Meeting . A

»  Timely and public disclasure of ali material information about the Corporation which could adversely
affect its viability or the interests of the stockholders

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

After every annual meeting, the new]y—elécted Board is providé& the opportunity to review the vision and
mission of the Corporation and each member is allowed to give his/her views on the matter.

(d) Directorship in Other Companies
(i) - Directorshig in the Company’s Group®

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:

: 172 '- ’ﬂ.‘f-:]% ;{-_, _- .!_ ; “Q'fm"%‘o-."f:@‘i ;E“"‘ - g
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| Nixon Y. Li ‘ St . EBInSMPC
: Treasure Packaging Corporation {“TPC") '
’ NED and Chairman in

K , SCPC and TPC
Delma P. Bermundo 5CPC, TPC, SLC . ED
Kenneth George D. Wood SCPC, TPC, SLC ) NED
Esteban Ku : TPC, SLE, 5CPC ’ NED
.1 Eliza C. Macuray SCPC, TPC, 5LC : NED

Robertp Roman V, Andes SCPC, TPC, SLC NED

{ii) Directorship in Other Listed Companies

Identify, as and if applicable, the membgrs of the company's Board of Directors who are also directors of
publicly-listed companies outside of its Grotip:

T e

TR
|

-f.fl‘iirﬂ l;l' f nodbong ] i HEAA L " 4 SR ] et 'eﬁﬁt;%?%l}ﬁ%;. Ty '_ .
e
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" Nixon Y. Lim -

Mark O. Vergarg Synergy Grid & ' I
Development Phils,, Inc.....

(i) Relationship within the Company and its Group

" provide detalls, 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:

S

i
R
i

RD)

_‘___ﬂ.r. R ':l" JEpasi LELT)
Nixon Y, Lim

:

2-The Group Is compased of the parent, subsidiaries, associates and joint vemiures of the company.



Mark O. Vergara

Right Total Investments Limited

Ultimate Beneficial Dwner

{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 CEQ may hold simultaneously? In
particular, is the imit of five board seats in other publicly listed companies imposed and observed? i yes, -

br!eﬂy describe other guidelines:

‘The Corporation has yet to impusa a limit on the number of board seats in other companies that an
individual director or CEC may hold simultaneously.

Executlve Dlrector

Non-Executive Director

CEO

ier e Rl ;

The Board may consider the
adoption of puidelines on the
number of directorships that its
members can hold in stock and

non-stock  corporations,  The

No hmit has been Impused The
Board shall consider imposing
such fimits in accordance with
the guidelines.

optimum number should take Into
consideration the capacity of a
director to  diligently  and
efficiently perform his duties and
responsibilities. A lower limit may
be imposed on EDs.

(2) Sﬁarehniding in the Company

Camplete the following table on the members of the company’s Board of Directors who dlrer:tly and tndirectly
own shares in the company:

] %% %ﬁﬁ%ﬁ%ﬁmﬁ# o PM‘ : lﬁm ;g?%@g i t%%r%%ﬁ' hi?f .
s m@;‘ B .,33;3_1(,.1. d n:%gy esﬁf %1; !g‘% s R CApITaLS s i
. : ! e n&.%m.nl&.i RERiaL] e 3 Qrft{.. bl‘d E .?t\:x ﬁi@@m“r“ G
Nzxon Y le 1 . 123,817,953 12.38%
Delma P. Bermundo 1 N/A ) nil
| _Esteban C. Ku 1 N/A nil
. Kenneth George D. Wood 1 N/A nil
Mark D, Vergara 1 720,848,912* 72.08%*
Eliza C. Macuray 1 N/A : il
Roberio Roman V. Andes - 1 N/A ail
TOTAL 7 - 123,817,953 12.38%

* Mr, Vaegara owns 100% of Right Total Investments Limited [Right Total) Right Total owns 100% of Steniel {Netherlands)
Holdings BY, which In turn owns 72.08% of Steniai Manufacturing Corporation.

2) Chairman and CED

{a} Do different persons assume-the role of Chalrman of the Board of Directors and CEO? If no, describe the
checks and balances lald down to ensure that the Board gets the beneflt of independent views,

No [ ]

Yes \( :

Identify the Chalr and CEO:

Nixon Y. Lim
Delma P. Bermundo




(b} Roles, Accountabilities and Deliverables -

Define and clarlfy the roles, accountabilifies and defiverables of the Chairman and CEQ.

Role Preslde at Board ancl stuckholders' u Initlate and deveiop corporate DbjEI‘.‘.ﬂVES
meetings, and maintain qualitative and potlicies and formulate long range
and timely lines of communication ' projects, plans and programs for the
and information between the Board approval of the Board

and Management. )

®  Have general supervision and .
management of the business affairs and
property of the Corporation

= Ensure that the administrative and

) operationat policies of the Corporation
[ | . are carried put under his supervision and
' . ) control

‘Accountabilities | The Chairman is accountable tothe | The CEO is accountable to the Board and

1 Board and stockhoiders for ensuring | stockholders. At stockholder meetings, the
e that the meetings of the Board are CEC renders a report on the results of

' held in accordance with the By-laws, | operations of the Corporation for the past
and proper supervision of the | fiscal year.

preparation of the meeting agenda
in coordination with the Corporate
Secretary, taking Into consideration
the suggestions of the CEO,
Management and the directors.

Deliverables = Preside at Board and - s Subject to guidelines prescribed by law,
' stockholders' meetings . appoint, remove, suspend or discipline
P . employees, prescribe their dutles and
R s Ensure that Board and - determine their salaries

stockholders’ meetings are-held ) .
in accordance with the By-laws. | =  Represent the Carporation at all
’ furictions and proceedings

»  Execute on behalf of the Corporation all
contracts, agreements and other
instruments which require the approval
of the Board, except as otherwise
directed by the Board

»  Report to the Board and stockholders
»  Sign stock certificates

I : v Qversee the preparation of the budgeis
and statements of accounts

s Prepare such statements and reports of
the Corporation as may be required by
law
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3) Explain how the board of directors pian for the succession of the CEO/Managing Director/President and the top
key management positions? )

The President/CEO and Treasurer/CFO are appointed annually by the Board. =~ Succession in these key
management positions entails review by the Board of the new appeiniee's curriculum vitae, experience and
_qualifications with emphasis on experience in similar industries, previous positions held and achievements, and
the proper turnover of corporate documents and duties and responsibilities between outgoing and incoming

management and management team. Should a key management position be suddenly left vacant, the Bqard'
will exert efforts to Invite and promptly fill-up the vacancy with suitable candidates.

4) Other Executive, Non-Executive and Independent Directors

Does the cbmpany have a policy of ensuring diversity of experience and background of directors in the board?
Please explain. ' : -

YES. The Nomination Committee shall pre-screen nominees for directors taking into account, among other
factors, their practical understanding of the business of the Corporation, memberships in good standing In
" relevant industry, business or professional organizations, and 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. The non-executive directors must have relevant experience and practical understanding of the business of ' '
the Corporation.

Pefine and clarify the roles, accountabilities and deliverables of the Executive, No_n-Exacthive and Independent

- Direciors: ‘ ]
e et e ani B dio
The Board is primarily responsible for. the governance of the Corporation.
Corollary to setting the policies for the accomplishment of the corporate
Role. objectives, it shall provide an independent check on Management. ‘The Board
‘| shalf formulate the Corporation’s vision, mission, strategic objective, policies
and pracedures that shall guide Its activities, including the means to effectively
meonitor Management's performance. -
Accountabilities | Meet at such times or ivieet at such times of Meet at such times or
frequency as may be frequency as may be frecuency as may be
needed. The minutes of | needed. The minutes of | needed. The minutes of
such meetings shall be such meetings shall be such meetings shall be
duly recorded wherein duly recorded wherein duly recorded wherein
Independent views independent views independent views
during Board meetings during Board meetings during Board meetings
should be encouraged should Be encouraged should be encouraged
and given due - and given due and given due
consideration consideratlon consideration;
A member of the
Nomination Committee,
. Executive Compensation
Commitiee and Audit
Committee shall be an
independent director.
Attendance at board and | Attendance at board and | Attendance at board
Deltverables . X .
committee meetings commitiee meetings commiitee meetings




Provide the company's definition of "independence” and describe the company’s compliance o the definition,

The Company has adopted its definition of “independence” from the Securities Regulation Code and its '
implementing Rules. Independence maans being independent of management and frae from any business or other
relationship which could, or could reasonably be perceived to, materially interfera with his exercise of independent
. judgment in carrying out his responsibilities as a director,

Does the company have a term limit of flve 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 additionzal years? Please explain.

YES. The Company follows SEC Memorandum Circular No. 9 {Decemnber 5, 2011) which imposed term limits on
independent directors. The Company’s independent directors can serve for five consecutive years. - After the five-
year period, an Independent director shall be inellglble for election unless he undergoes a two-yaar cooling off”
period, After the “cooling-off’ period, an Independent director may be re-elected as such and he ‘tan serve for
another flve consecutive years. After serving for ten years, the independent director shail be perpetually harred
from being elected as such in the Company.

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

Indicate any changes inthe composition of the Board of Directors that happened during the period:

(B) Selection/Appointment, Re-election, Disgualification, Removal, Reinstatement and Suspension

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

W e
L ﬁgﬁ

=
’m"c ! wﬁ L

{i} Executive Directors Directurs are eiected annually The Nomlnatian Cnmmlttee sha!l
by the stockholders for a terin | consider the following guidelines in
of one year and shall serve pre-screening nominees: the nature of
until the election and the business of the corporations of
acceptance of their duly which he is a director; age of the
qualifted successors. director; number of
directorships/active memberships and
The Nomination Committee officerships in other corporations and
reviews and evaluates the organizations; possible conflict of
gualifications of all persons ~ interest; experience from other
nominated to the Board and boards; experience as chief executive
shortlists all qualified officer or chief operating officer;
nominees, . | knowledge of finance and accounting;
| knowledge of the Industry of the
Corporation, local and International
market; and contacts of value to the
Corporation.
{ii) Non-Executive Directors | Same as above | Same as above
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hin pendent Directors

e

In addition to the guidelines for the
election of directors, the Nomination
Committee also considers the
following in pre-screening nomineas
for independent directors:

The norminge is indepehdent of
management and free from any
business or other refationship which
could, or could reasonably be
_perceived to, materially interfere with
his exercise of Independent judgment
in carrying out his responsibilities as a
director of the Corporation, including,
among others, any persan who:

{i) - s not a director or officer or
substantial stockhnlders of the
‘Corporation or of ts related
companies or any of lts
- substantial shareholders {other
than as an independent director
of any of the foregoing);

{ii) !snotrelative of any diractor,
officer or substantial shareholder
of the Corporation, any of Its
related companies or any of its
substantiat shareholders, For this
purpose, relatives includes
spouse, parent, child, brother,
sister, and spouse of such child,
brother or sister;

{iil) s pot acting as 2 nominze or
representative of a substantial
shareholder of the Corporation,
any of iis related companles or
any of its substantial |
shareholders;

{iv) Has not been employed in any
executive capacity by the
Corporatlon, any of its refated
compartes or by any of its
substantial shareholders within
the last five (5} years;

{v) s not retsined as professional
adviser by the Corporation, any
of its related companies or any of
its substantial shareholiders
within the last five {5} year,
efther personally of through his
firm; and

{vi} Has not engaged and does nat

11




(|) Executive Directurs

Same as abuve

Same as above

engage ln any transacﬂon wlth
the Carporation or with any of its
related companies or with any of
its substantial shareholders,
whether by himself or with other
persons or through a firm of
which hels a partner ora
company of which heisa
director or substantial
shareholder, other than
transactions which are
conducted at arm's jength and
are Immaterial or Insignificant.

(i) Non-Executive Directors

Same as above

Same as above

(iii) Independent Directors

(f Executtve DITECtDI‘S

Séme as above

Al nominees for electlun to

the Board of Directors are pre-
screened by the Nomination
Committee which shall ensure
that such nominees have all
the gualifications and none of
the disqualiflcations for such
election.

Same as abnve'

As provided En the By Iaws and the
Manual:

(1) Conviction by final judgment or arder
of any crime that {a) involves the
purchase or sale of securlties, as
defined In the SRC; {b) arises out of a
person's conduct as an underwrlter,
braker, dealer, Investment adviser,
princtpal, distributor, mutual fund
.dealer, futures commission merchan,

. commodity trading advisor, or floor
broker {hereinafter “Underwriter”); or
{c) arises out of his fiduciary
relatlonship with 8 bank, quasi-bank,
trust company, investment house or as

" an affillated person of any of them;

{2) Permanently enjoined by a final
judgment or arder of the SEC, or any
court or administrative body from: {a}
acting as Underwriter; {b) acting as
director ar officer of a bank, quasi-
bank, frust company, Investment
house, or lnvestment company; (c)
engaging in or contlnuing any conduct
or practice in any of the capacities
mentioned in sub-paragraphs {a) and
{b} zbove, ar willfully violating the laws
that govern securities and banking

. activitles;

The disqualification shall also apply if
such person Is currently the sublect of
an order of the SEC or any sourt or
administrative body denylng, revaking
or suspending any reglstration, license
or permit Issued to him under the
Corporation Code, SRC or any other
law administered.by the SEC or Bangko

12
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s
otherwlse been restrained to engage
in any activity involving securities and
banking; or such person s currentiy
the subject of an effective order of a

. self-repulatory organization
suspending or expelling him from
rnembership, participation or
assoclation with 2 memberor -
participant of the organlzation.

{3

—

Conviction by final judgment or order
an offense invalving moral turpitude,
fraud, embezziement, theft, estafa,
counterfelting, misappropriation,
forgary, bribery, false affirmation,
perjury or other fraudulent acts;

(4

—

Adjudged by final Judgment or erder of
the SEC, court or compatent

. administrative body to have willflily
 violated, or willfully aided, abetted,
counseled, induced or pro¢ured the
violation of any provision of the
Corporation Code, SRC or any other
law adrinistered by the Commissioh
of the BSP or any of its ruies,
regulations or orders;

Any persan earlier elected as

independent director who becomes an

officer, employee or consultant of the
- Corporation;

(5

—

{(8) Any person judicially declared as
insolvent;

(7} Any person found guilty by final
" judgment or order of a farelign court or
equivalent financial regulatory
" gutharity of acts, violations or
misconduct similar to any of the acts,
violations or misconduct enumerated
in clauses {1} to {5} above; and

(8) Conviction by fina! judgment of an
offense punishable by imprisonment .
for more than six (6) years, ora
violation of the Corperation Code
committed within five {5} yaars prior
to the date of his electlon or
appointment.

{ii) Non-Executive Directors

|| Same as above

Same as above

_ {i#i) Independent Directors

{1} Executive Directors

L
e mporDhGuat o T

Same as above

the Board of Directors are pre-
screenad by the Nomination
Committee which shall ensure
that such nomineeas have all
the qualifications and none of

Termporary Disqualification

Same as above

(1} Refusal to comply with the disclosure
requirements of the SRC and its
Implementing Rules and Regulatlons.
This disqualification shall be in effect

13
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the dlsqualiﬁcatmns for such
election.
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as lung as hls refusai perslsts;

(2) Absence or non-participation without
justifiable causes for more than fifty
percent {50%) of all meetings, both
regular and special, of the Board
during his incumbency, or any twelve
{12) manth peried during the said
incumbency. This disguallfication
applies for purposes of the succeeding
election. For this purpose, absence for
justifiable causes may only include
absance due to iiness or death of
immediate family and serfous
accldents or any other analogous or
similar events;

{3} Dismissal/termination from
tlrectorshin of any company covered
by the Code for cause. This
disqualification shatl be In effect until
he has cleared himself of any
involvement in the cause that gave rse
to his dismissal or termination;

[4) If the beneficial eguity ownership of an
independent divector in the
" Corporation or its substdiaries and
affiliates exceeds two percent {2%) of
its subscribed capltal stock. The
disgualification shall be lified if the
finlt Is later complied with;

—

If the Independent director becomes
an officer or employee of the
Corporation, he shail be automatically
disgualifted from belng an
independent director;

—

If any of the judgments or orders cited
in the grounds far permanent
disgualification has not yet become
final;

Atemporarlly disqualified director shall,
within sixty {60} 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,

(i} Non-Exécutive Directors

Same as sbove

Same as ebove

(III) Independant Dlrectors

Removau prucedu. 2isin

Same as above

Same as abuve

Grounds for removal are in

(i) Executive Directors accordance with the accordance with the Corpoeration
) Corporation Code, - Code.
{if) Nan-Executive Directors | Same as above Same as above

{ifi} Independent Directors

- Same as above

Same as above
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{i} Executive Directors

through the screening,
nomination and election
process. Directors are elected
annually by the stockholders .
for a term of one year and
shall serve until the election
and acceptance of their duly
yualified successors.

T ittee reviews

"%3;;; “.-

and evaluates the qualifications of all
persons nominated to the Board and
shortlists all qualified nominees.
Hence, directors may be elected anew
provided he has all the qualifications
and none of the disqualifications of a
director.

{if) Non-Executive Directors,

Same as above

Same as above

{iii} independent Director:

PR Rh i
ﬁ%ﬁmﬁ_&, A

{i} Executive Directors

BERp AR

Suspensioh procedure s In

accordance \«yith the
Corporation Code,

Same as abov

TR

Grounds for suspensicn are in
accordance with the Corporation
Code.

(il) Non-Executtve Directors

Same as above

Same as above

{iti) Independent Directors

Same as ahove

Same as above

100% of sh

S cee e

areholders present and represented

Delma P. Bermundo

100% of shareholders present and represented

Esteban C. Ku

100% of shareholders present and represented

Kenneth George D. Wood

100% of shareholders present and represented

Mark O. Vergara

100% of shareholders present end represented

Eliza C. Macuray

1002 of shareholders present and represented

Roberto Roman V. Andes

100% of shareholders present and represented

&) Orientation and Education Program

' {a) Disclose detalls of the company’s orientation program for new directors, if any.

The newly-elected Directors are provided with copies of the Articles of Incorporation, By-laws, Manual on
Corporate Government, latest Annual Report and latest audited financial statements, for his/her reference.

{b) State any in-house training and external courses attended by Directors and Senior Managemenf“ for the past

three {3) years:

Mone for the past three (3} years.

{e} Continuing education programs for directors: programs and seminars and roundtables attended during the

year.

In_ compliance with Memorandum Circular No. 20

series of 2013, the following directors and ley officers of the

Company_attended the Corporate Governaiice Seminar conductes by Philippine Securities Consultancy

Corporation {(“PSCC);

3 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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NixonY. bim . February 23, 2016 Corpnrate Guvernance PSCC-
Seminar
Delma P. Bermundo Febmary 23,2016 Corporate Governance pSCC
) ) Seminar .
Kenpeth George D. | February 23, 2016 Corporate Governance PSCC
Wood Seminar .
Eliza C. Vincuray February 23, 2016 Corporate Governance "PSCC
Seminar
Christing Eden M. February 23, 2016 Corparate Governance . ) PSCC
Rondario i : Seminar

CODE OF BUSINESS CONDUCT & ETHICS

Discuss briefly the company's policies on the following business conduct or ethu:s affecting directors, senior
management and employees:

-“’E[‘f’-ﬁgﬁ T q‘ﬁ'ﬂ*"&r r;. 4 @%ﬁfjﬂg

. L

A d:rector shoulcl not use hls Ensures lmplementat;on Ensures

position to profit or gain seme | of Corporation’s policy implementation of
benefit or advantage for Corporation’s policy
himself and/or his related
Interests. He should avold
situations that may
compromise his impartiality. If
an actual or potential conflict
of interest may arlse on the
pari of a director, he shoukd
fully and immediately disclose
It and should nat participate In
the decision-making process. A
director whe has a continuing
material confiict of interest
should seriously consider
resigning from his position.

{a) Confiict of Interest

A confiict of interest shali be
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 at the expense of
the Corporation ‘

Conduct falr business Ensures implementation | Ensures
transactions with the of Corporation’s policy implementation of
Corporation and ensure that Corperation’s policy
personal Interest does not
conflict with the interests of
the Corporation

Highly discouraged as this may Highly discouraged as this | Highly discouraged as
compramise thelr ability to may compromise thelr this may compromise
make objective husiness ability to make objective their ability to make
decisions In the best Interest of | business decisions in the objective business
the Company. best Interest of the - declsions in the best

(b} Conduct of
Business and Fair
Dealings

(c} Recelpt of gifts from
third parties
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Company.

(d} Compliance with
Laws & Regulations

Company.
The Board acts as an Ensures implementation | Ensures 4
independent audit mechanism | of Corporation’s policy implementation of
{o manitor the adequacy and on compliance. Corporation's policy

effectiveness of the
Corporation's governance,
operations, and information
systems, including compliance
with laws, rules, regulations.

on compliance.

Respect for Trade
Secrets/Use of Non-
public Information

{e)

A director Is bound to keep
secure and confidential all
non-public information he may
actjuire or learn by reason of
his position as director. He
shoutd not reveal confldential
information to unauthorized
persons without the autherity
of the Board

Ensures Implementation
of Corporation’s policy
on confidentiality

Ensures
implementation of
Corpuoration’s policy
on confidentiality

(7 Use of Company
Funds, Assets and

The Board acts as an

independent audit mechanism

to monitor the adequacy and-
effectiveness of the

Ensures implementation
of Corporation’s policy
on safeguarding of
assets.

Ensures
implementation of
Corporation's policy
on safeguarding of

{h) Disciplinary action

removal from office depending
on the gravity of the offense as
well as the frequency of the
violation.

The commission of a grave
violation of the Manual by any
member of the Board of the
Corporation shall be sufficient
cause for removal from
directorship.

the subject employee

. Corporation’s gbvernance, assets.
information . .
operations, and information
systems, including
safeguarding of assets. . .
The Board acts as an Ensures bmplementation i Ensures
independent'audit mechanism | of Corpeoration’s policy implementation of
' tu monitor the adequacy and | on compliance with Corporation’s policy
{g) Employment & effectiveness of the iabor Jaws, rules and on compliance with
Labhor Laws & Corporation's gnvérnance, regulations labor laws, rules and
- Policles operations, and information regulations
systems, including compliance
with labor laws, rules,
regulations.
The Board may Impese other | Reviews evaluation Duly notified of the
penalties in addition to those | reports and implements | current pollcies and
‘provided in the applicable | appropriate sanctions in rules of the

regulations of the SEC after | relation to violations of Corporation with
notice and hearing, on the | the Corporation's respect to
individual directors, offlcers, | policies and rules, employee’s rights,
and employees, such as |} subject to due process duties and
censure, suspension  and § and hearing in favor of rasponsibilities as

well as grounds and
procedure for
disciplinary actlon
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(i Whistle Blower

T ;
i i

e

Entertains anonymous
reports of violations, but
action thereon always
subject to due process
and hearing in favor of
the subjeci employee

Encouraged to report
violations to
superiors and/or
senior Management

Enjoined to establish and

Supervises the internal

Encouraged to raise

maintain an alternative grievance policies of the | concerns and
dispute resolution system in Corporation recornmendations to
the Corporation that can : improve corporate
amicably settle conflicts or policies and

{i) Conflict Resolution | differences between the processes

Corporation and its
stockholders, and the
Corporation and third parties,
“including the regulatory
authorities

2} Has the code of ethics or coriddct been dlssemingted to alt directors, senior management and employees?

The code of ethics are currently embodied in the Manual. The Board will consider the formudation of a separate
but compiementary code of ethics. The Manual has been disseminated to all Directors and senior management.

"3) Discuss how the company implements and monitors compliance with the code of ethics or conduct.

The Compliance Officer monitors compliance by the Corporation with the Manual.

4) Related Party Transactlons

{s)} Poclicies and Procedures

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 -
Boart. ‘ ' - -

R R e s S e e PR

The Board is tasked to formulate and implement policies and
procedures that would ensure the integrity and {ransparency
of related party transactions between and ‘among the |
Corporation and its parent company, joint ventures,
subsidlaries, associstes, affiliates, major stockholders,
officers and directors, including thelr spouses, children and
dependent siblings and parents, and of interlocking director
relationships by members of the Board.

o L A Mw%{fg

(1) Parent Company

Further, all material information, i.e., anything that could
potentially affect share price, shall be publicly disclosad. Such
information shall include earnings results, acqulsition or
disposat of assets, Board changes, refated party transactions,
shareholdings of directors and changes of ownership.

Same as above

Same as above

Same as above

{2} Joint Ventures
{3) Subsidiaries ‘
(4} Entitles Under Cammon Control
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5)

{5) Substantial Stockholders Same as above

(6) Officers including ‘'Same as above
spouse/r.hlldren/s;blings/parents .
{7) birectors including Same as above

spnuse/children/sublings/parents _
{8) interlocking director relationship Same as above
of Board of Directars .

{b) Conflict of Interest

{} 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.

There is no actual or probahle conflict of interest to which directorsfofficers/5% or more shareholders
may he involved. ’

Name of Director/s
Name of Officer/s
Name of Significant Shareholders

{ii} ‘Mechanism

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

?ﬁ’%ﬁ%‘}im‘r‘éﬁ or: J@ﬁ‘%‘é“r‘sﬁiéﬁ_ﬁﬁﬁﬁs Bafenalders it
A director should not use his position to profit or gain some
"beneflt or advantage for himself and/or his felated' '
Intarests, He should avoid situations that may compromise
his impartiality. If an actual or potential conflict of interest
may arise on the part of a director, he should fully and
immediately disclose it and should not participate inthe

- Company decision-making procass. A director who has a continuing
materlal conflict of interest should seripusly consider
resigning from his position. A conflict of interest shall be’
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 at the expense of the
Corporatlon. )

Group Same as above

Family, Commercial and Contractual Relations

{a} Indicate, if applicable, any relatiori of a family,” 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:

It .' )@‘%‘N&#ﬁi%f FJ'I‘I'[’M‘I“ i::é'i ‘ﬁ%
Sl

-r

5

% Family relationship up o the fourth civil degree elther by consanguinity or affinity.
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“(b) Indicate, if appiicable, any relation of a commercial, contractual or business nature that exists between the
holders of significant equity (5% or more} and the company:

T R F e
Al e a§ L pslatRaltpnshins el
S e
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{c} Indicate any shareholder agreements that may Impact on the control, ownership and strategic direction of
the company:

6) Alternative Dispute Resolution

Describe the alternative dispute resolution systerm 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 autharities. |

The Corporation will consider and review the establishment of an alternative dispute resolution system that
can amicably settle conflicts or differences between the Corporation and its stockholders, and the Corporation
and third parties, including the regulatory authorities.

E R s R

Corporation & Stockholders
Corporation & Third Parties
Corporation & Regulatory Authorities

C. BOARD MEETINGS & ATTENDANCE
1) Are Board of Directnr§’ meetings scheduled before or at the beginning of the year?

YES. The regular Board meetings are set forth in the By-laws. The Board of Directors set the dates of the regular
{quarterly) meetings of the Board at the beginning of the year, subject to the finalization of the actual dates of
meetings In accordance with the common schedule of the Directors.

2) Attendance of Directors

L

i

Chairman Nixon Y. Lim

Member Deima P. Bermundg

Me.mber Esteban C. Ku

Member Mark 0. Vergara {atiended all
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‘ meetings after his election) 2015
Independent | Kenneth George D. Wood July 10, 3 3 100
Independent | Roberto Roman V, Andes Jaly 10, 3 3 ico

- E | 2018
Member Eliza C. Macuray July 10, 3 3 100

K - 2015

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

NO.

4} is the minimum quorunln requirement for Board decisions set at two-thirds of board members? Please explain.
NO. The quorum requirement for Board meetings is majority of the number of directors.

5) Access to Information

v {a) How many days in advance are hoard papers5 for board of directors meetings pr;)vided bto the board?

Board Meeting kits are provided to the Directors at least five (5} days prior.to the meetings, unless certain
documents are noted to be presented on-site due.to finalization issues or sheervolume of the document pages.
In any case, the agenda for the meeting 15 provided during the meeting.
{h) Do boars:l members have independept access to Managément ar;d the Corporate Secretary?

YES. Directors are granted independent access to the key management personnel and the Corporate Secretar_y.

(c) State the policy of the role of the company secretary. Does such role include assisting the Chairman in

preparing the beard agenda, facilitating training of directors, keeping directors updated regarding any
relevant statutory and regulatory changes, etc? ‘ .

The Corporate Secretary i5 an officer of the Corpuratidn and must faithfully perfprm the-duﬂés_ of the ufﬁée to
the best of his ability. Likewise, his/her loyalty to the mission, visiai'q and specific- business objectives of the
Corporation comes with his duties. o . .

The Corporate Secretary has the following duties and responsibilities:

N Be responsibie for the safekeeping and preservation of the integrity of the minutes of the meetirigs of
the Board and its committees, as well as the other records of the Corporation; ‘

()  Beloyal ta the mission, vision and objectives of the Corporation;

(i) - Have appropriate administrative and interpersonal skills;

(iv)  Work fairly and objectively with the Board, Management and stockholders;

(v)  As to the agenda, get a complete schedule thereof at least for the current year and Inform the
members of the Board, in accordance with the By-laws, of the agenda. Also, the Corporate Secretary
must ensure that the members of the Board have before them accurate information that will enable

them to arrive at intelligent decisions on matters that require their approval;

(v} I the Corporate Secretary is not at the same time the Corporation’s l-ega! counsel, he should be aware
of the laws, rules and regulations necessary in the performance of his dutles and responsibilities;

5 Board papers cansist of complete and adequate information about the matters to be taken in the board meeting. infermation
includes the background or explanation an matters brought before the Board, disclosures, budgets, forecasts and internal financial
documents.
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{vi)

{viii)

{ix}
{x)

Have a woi-king knowledge of the operations of the Corporation. Furthermore, the Corporste

Secretary should assist the Board in making business judgment in good faith and in the performance

of their responsibilities and obligations;

Attend all Board meetings, except when justifiable causes prevent him from doing so, and maintain
record of the same; '

“Justifiable causes” shall include illness, death in the immediate family and serious accidents.

Ensure that all Board procedures, rules and regulations are strictly followed by the members;

"I the Corporate Secretary is also the Compliance Officer, he shall perform all duties and

respansibilities of the said officer as enumerated in the Revised Manual,

(@) Is the company secretary trained in legal, accountancy ar company secretarial practices? Please expiain
should the answer be in the negative.

While it has been the policy of the Board and of Management to engage a lawyer to act as its Cor;iuml;e
Secretary, neither the By-laws nor the Revised Manual require the Corporate Secretary to be a lawyer. We
note, however, that the incumbent Corporate Secretary is a lawyer,

(e) Committee Procedures

Disclose whether ther Is a procedure that Directors cah avail of to enable them to get information necessary -
to be able to prepare in advance for the meetings of different committees:

R

. E:gecutive

Yes . e [
AR R h%&ﬂ“%&%&ﬁéﬂﬁﬁ%ﬁm@ T
e eeiie] L
. The Executive Comrmittee has access to al} informatlon: and/o
documents required for its meetings. .

el

[ 03]

Audit ’ The Audlt Committee receives and reviews the reporis

submitted by the internal and external auditors, the guarterly
and annual financial statements before the submission to the
Board and the internal audit plan to ensure conformity with the

objectives of the Corporation, all prior to the meeting called to
present, discuss and approve and/or endorse the same.

Nomination The Nornination Committee recelves all-nominations, including

- supporting d_oi:uments, for review and evaluation. Any further
inguiry s directed to the nominee hirmseif/herself.

Remuneration The Executive - Compensation Committee 15 provided the

proposed remuneration packages for corporate officers and
directors prior to any meeting called to approve the same,

Others (specify) ... N/A :

6) External Advice

Indicate whether or not a procedure exists whereby directars cah receive external advice and, If so, provide
details: '

BT
s

The Directors may seek independent counsel
and/or advice.

T ey L R L "" %ﬁ?yﬁ?‘ T e e
fiw%} i {%ﬂﬁ‘@rﬁggﬁﬁf@%%@ d @F i E@ﬁﬁ% %ﬁ@?ﬁw %ﬁ%ﬁ?‘:ﬁ\ ﬂﬁtﬁ%ﬁ”ﬁ%- o
Directors are encouraged to keep abreast of

developments in the industry and to Seek advice
or oplnion of industry players or professienals.
Any findings may be presented to the Board
during ks meetings.
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7} Change/s in existing policies

Indicate, if applicable, any change/s introduced by tha 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:

T T

D. REMUNERATION MATTERS
1) Remuneration Process

Disciose the process used for determining the remuneration of the CEQ and the four {4) most highly compensated
management officers: )

- The Corporation fixes the salary, bonuses and benefits of its two (2) executive officers, namely the Fresident[CECl '
and Vice President/CFO, according to industry standards to ensure that its remuneration package is competitive.
increases in such remuneration are determined based on actual performance and length of tenure.

{2} Variable remuneration

(3) Per diem allowsnce

' (4) Bonus

{5) stock Options and
other financial
- instruments

(6) Others (specify)

2) 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 haw the
compensation of Executive and Non-Executive Directors Is calculated.

Each director of the Corporation may receive a per diem allowance for his atiendance at each meeting of the
Board, in such amount as may be fixed by the Board or by resclution of the stockholders.

: (1afy ek L A [ ! b T o LRSS |
A The levels of The Corporation, through

Executive Directors remunaration of the § its Board of Directors,
Corporation should | may establish formal and There is no exact
be sufficient to be transparent procedures computation;
able to attract and | for the development of a rather, the
retain the services policy on executive Corporation fixes

Non-Executive Directors of qualified and | remuneration or the compensation
competent directors | determination of in accordance with
and officers. A remuneration levels for Industry standards.
portion of the individual directors and
remunaration of officers. No director
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executive directors | should participate in
may be structured deciding on his

or be based on remuneration.
corparate and

individual

performance.

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

pursuant to the Manual, the Board Remuneration Committee shall ‘establish a formal and transparent
procedure for developing a policy on executive remuneration and for fixing the remuneration packages of
corporate officers and directors, and to designate the amount of remuneration, which shall.be in a sufficient
level to attract and retain directors and officers who are needed to run the company successfully, subject fo
approval of the Board.

The Company's Annual Reports and Information Statements distributed and accessible to stockholders before
the annual meetings disclose the compensation of its executive officers and directors for the previous fiscal year
and the ensuing year. At annual meetings, stockholders are asked to ratify all acts and resolutions of its Board
and its Committees, hence, they have the opportunity to approve decisions on total remuneration.

T %&@iﬁﬂ%ﬁ“@@i J

e

3} Aégregate Remuneration

Com#lete the following table on the aggregate remuneration accrued during the most recent véar:

For the last two {2) yeé}s, there. have been no fees paid to Directors. However, the Corporation is currently
planning to rationalize the remuneration scheme of the Diractors, subject to Board and shareholders’
approvals. ' co

s R

R e T e e T e L
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{a} Fixed Remuneration

[b} variable Remuneration

{c} Perdiem Allowance

{d} Bonuses

(e) Stock Options and/or
other financial
Instruments

(f} Others (Specify)
e
s

L

%p%ﬁr%fﬁs ‘

e
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1) Advances
2} Credit granted

3} Pension Plan/s
Contributions

(d) Pensian Plans,
Chbligations incurred .

{e) Life Insurance Premium

{f) Hospitalization Pian
(g} CarPlan

4}  Stock Rights, Options and Warrants
(a) Board of Directors

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:

There are ho such entitlements to stock rights, options or warrants over the Corporation’s shares,

T TR ST 5 T e B R [ e A e et
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{b} Amendments of Incentive Programs

indicate any amendments and discontinuation of any incentive programs introducéd, including the criteria
used in the creation of the program. Disclosé whether these are subject to approval during the Annual
Stockholders’ Meeting: .

There are no such amendments or discontinuations of incentive programs during the lasf three .(5'_) years.

e
i %&%rﬁg%%“ fﬁ%‘% irﬁ«ﬁé@u&ﬁ%%%%%%%% T

- 5} Remuneration of Management

identify the five (5) members of management who are not at the same time executive directors and indicate the
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total remuneration received during the financial year:

‘!,- - E:

TN
N/A

sl
R T A

S R b
i
HyEaThR e (TR P

ﬁ%ﬂ_ :

s

)

E. BOARD COMMITTEES

1) ' Number of Members, Functions and Responsibilities

Provide detalls on the number of members of each corﬁmi_ttee,» its functions, key responsibilities and the
power/authority delegated to it by the Board:

e
Executive N/A N/A N/A N/A .
Supervise the | Review ali Ovarsight over
internal and | financial, Management's
external sudit | findings and activities
policies and reports of the specificaliy in
Based on .
procedures of | Corporation the areas of
. the SRC, the managing
Audit 3 1 1 By-laws 'Corpuration credit, market,
and llquidity,
Manual q !
operational,
legal and other
risks of the
Corporation
Pre-screen Review all
and qualifications of
Based on recommentd nominess and
the SRC, the nominees | produce the
Nomination 1 i 1 By-laws to the Board Final List of
and of Directors Candidates for
Manual election to the
Board of
Directors
Designate the
amount of
remuneration,
which shalt be
Basedon | Supervise the In & sufficent
level to attract
the SRC, remunaration and retain -
Remuneration N/A N/A N/A By-laws of directors directors and -
and and key
officers who are
Manual officers
needed Lo run
the company
successfully,
subject to
approval of the
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Others

. A
(specify) N/

' 2] Committee Members
{8) Executive Commities

The Board has no Executive Committee.

Chairman
Member {ED)
Member {NED) .
Member {ID) : o : g i
Member ) ' ‘

{b) Audit Commiitee

T

i et 'e‘ﬂﬁ“mﬁgﬁﬁ? Lot
R a T ; e é‘%@ ; Ffl?%.,t.ia EE%-E..E “é%?ﬁagﬁwﬂ i
Chairman {ID} Kenneth Georse B, Wood . | July 10,2015 1 1

Member (EB) Eliza C. Macuray July 1Q, 2015 1 i

Member {ED) Delma P. Bermundo Julv 10, 2015 1 1

Disclose the profile or qualifications of the Audit Committee members.

The Audit Committee is be composed of at least three (3) directors preferably with accounting and finance
backgrounds, one (1} of whom shall be an independent director who shall be the Chairman and another
one (1) with audit experience. Each member shalt ‘ha\r.e at least adeguate understanding of the
Corporation's financial management systems and environment. ' )

i Currently, Mr. Kenneth George D. Wood, an Independent Director, acts as Chairman of the Audit
Committee. Ms. Delma P, Bermundo, a Director who is also a certified public accountant, is a member. Ms.

Eliza €. Macuray, a Director, Vice President and CFO, s also 3 member,
Describe the Audit Committee’s responsibility relative to the external auditor.

The Audit Committee performs oversight functions over the Carporation’s internal and external auditors. it

| . should ensure the independence of both internal and external auditors from each other. Furthermore, the

| Audit Committee makes certain that both auditors are given unresiricted access to all records, properties
and personnel to enable them to perform their respective audit functions. ‘

It also reviews the annual internal audit plan to ensure its conformity with the objectives of the
Corporation, The plan shall include the audit scope, resources and budget necessary to implement it. Prior
to the commencement of the audit, discuss with the external auditor the nature, scope and expenses of the
audit scope, and ensure proper coordination if more than one audit firm is invelived in the activity to secure
proper coverage and minimize duplication of efforts.
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It likewise evaluates and determines the non-sudit work, if any, of the external auditor, and review

periodically the non-audit fees pald to the external auditor in relation to their significance to the total

annual income of the external auditor and to the Corporation’s overall consultancy expenses. The Audit

Committae shall disallow any non-audit wark 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 Corporation’s
_anhual report. Further, it pre-approves all audit plans, scope and frequency one (1} month hefore the
~ conduct of external audit. '

Finally, the Audit Committee reviews the reports submitted by the internal and external auditors.

{c) Nomination Comimittee
HIzrapies) T P e

] HEhr ‘ st aYiEps VER
AR i AEHNAL g U 5 & & Ry

liza C. Macuray July 10, 2015 1)
Member (ED) Delma P, Bermundo July 10, 2015 0 0
Member {ID) Kenneth George P Juby 10, 2015 1] 0
Wood

< {d} Remuneration Commitiee

| gizac. Macuray 0
Member {ED} Delma P. Bermundo July 10, 2015 0
Member {ID} Kenneth George P. Wood July 10, 2015 0

{e) Others {Specify)
Provide the same information on all other committees constituted by the Board of Directors: -

“There are no other committees constlt‘fitéd by the Board of Directors.

e ek pr ) [ T
Mpmﬁw o i
"-megiim %ﬁ_j‘;grlh?&%

Chairman
iember {ED)
Member (NED)
Member {ID)
Member

; ;
i% e

4]
i
it

3} Changes in Commitiee Members

Indicate any changes in committee membership that occurred during the year and the reason for the changes:

baririlir 4]

Executive
Audit
Nomination
Remuneration
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4

5)

1y

{ Others (specify) | N/A | 1] _

work Dorie and Issues Addressed

Describe the work done by each committee and the significant Issues addressed during the year.

I i mi ,
Executive N/A
Audit Continuing review of the audited

financial statement and annual
report as of December 31, 2015 of
the Corporation.

Nomination - 1 N/A

Remuneration 1 N/A
Others {specify) N/A

Committee Program

Provide a list of programs that each committee plans to undertake to address relevant issues in the improvement
of enforcemerit of effective governance for the coming year. \ .

e e e s
Executive N/A : Y
Audit N/A

"Nomination The nomination period for the | N/A

election of the incoming directors
for the year 2016 to 2017 shall soon
commence, subject to the
finalization of the date of the annual
stockholders’ meeting.
Remuneration The nominees to the Executive | N/A
Compensation Committee are being
“finalized and the appointment of the
. : members thereto is forthcoming.
Others (specify) - | N/A

RISK MANAGEMENT SYSTEM

Disclose the following:
{a} Overall risk management philosophy of the company;

The control environment of the Corporation consists of (a} the Board which ensures that the Carporation is
properly and effectively managed and supervised, (b} & Management that actively manages and operates the
Corporation in a sound and prudent manner, {c) the organizational and procedural controls supported by
effective management information and risk management systems, and [d) an independent audit mechanism to
monitor the adequacy and effectivenass of the Corporation’s governance, operations, and information systems,
including the refiability and infegrity of financial and operational information, the effectiveness and efficiency
of operations, the safeguarding of assets, and compliance with laws, rules, regulations and contracts.

(b) A statement that the directors have reviewed the effectiveness of the risk management system and
commenting on the adequacy thereof;

The Directors have reviewed the effectiveness of the risk management system and found the same adequate.
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{c) Perioci covered by the review;

The risk management system was {ast reviewed by the Directors in connection with the finalization of the
Annual Report as of December 31, 2015.

{d) How often the risk management sysfem is reviewed and thie directors’ criterta for assessing its effectiveness;
and : :

-=- The risk rmanagement system is revieweu:i annually.
{e) Where no review was conducted durlng the year, an explanation‘ why not.
NfA.
2} Risk Policy
{a} Company
Give a general description of the company’s tisk management policy, setting out and assessing the risk/s

. covered by the system {ranked according to priarity}, along with the objective behind the policy for each kind
of risk:

T L s e e et e o1 e e
Credit Risk ‘ The Company verifies credit Reduction of exposure to ba

worthiness of third party debts.

customers of the Corporation’s ’

operating subsidiaries.

Liguidity Risk Monitoring of assets to ensure Management of Liquidity Risk

Trm

sufficiency In meeting operational
requirements.
{b) ‘Group

. Glve a general description of the Group's risk mana‘gément policy, setting out and ass{essing the riﬁk/s covered
by the system (ranked according to priority), along with the objective behind the policy for each kind of risk:

Same as above.

(c) Minority Shareholders

Indicate the brlnclpal risk of the exercise of controlling shareholders’ voting power,

e Rt Inon SR areholderei R N T
The small number of shareholdings of minority shareholders naturally fimits the control of the
fatter in the approval of majar corporate acts. However, the relevant reguiations on rights of

minarity shareholders, including appraisal rights are recognized and respected by the Corporation.

3} Control System Set Up

{a} Company
30



Briefly describe the control systems set up to assess, rmanage and control the main issue/s faced by the

company:

‘A Q’Eﬁ .ng

Credltand liquidity
risks

} ‘gﬁ( oh tnr! ga

Management monltors, assesses
and measures credit and liguidity
risks, and subseguently discussed
with the Board.

SR ?F?mgagmmm“%{ﬁfom Gl
i vfi&f ....reékg_ ‘ﬁ'ﬁ%

Aetion
The Company verifies credit
worihiness of third party customers
of the Corporation’s operating
subsidiaries to manage credit risks.
The Company monitors its assets fo .
ensure sufficiency in meeting
operational requirements.

Aken)

Legal risks

Assessment and monitoring are
conducted initially by the
Company’s officers. These are
then discussed with external
counsels and other advisars, and
with Management and the Board
if necessary.

Company officers regularly consult
with external counsels and cther
atvisors 1o manage and control
perceived legal risks. Directors also
have direct access to external
counsel, 50 they can prepare and get
appropriate advice before corporate
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

Same as abuvé.

= &ﬁﬁ‘*’ﬁﬁé&% T

“ﬁh'?”“?l‘f%

(c) Committee

‘ identify the committee or any other body of corporate governance in charge of Iaving down and supervising
these control mechanlsms, and give details of Its functions:

The Board of Directors in coordination with the Audit Committee defines the intérnal control mechanisms

of the Corporation.

e

R
Contralnicehs
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G. INTERNAL AUDIT AND CONTROL

1) intarnal Control System
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Disciose the foliowing Informatlon pertalning to the internal control system of the company:

{a) Explain how the internal control system is defined for the company;

‘The control environment of the Corporation conslists of (a) the Board which ensures that the Corporation is
‘properly and effectively managed and supervised, (b} 8 Management that actively manages and operates the

Corporation in a sound and prudent manner, (c} the organizational and procedural controls supported by
effective management inforrmation and risk management systems, and (d) an independent audit mechanism to
monitor the adeguacy and effectivenass of the Corporation’s governance, operations, and information systems,
including the reliability and integrity of financial and operational information, the effectiveness and efficiency
of operations, the safeguarding of assets, and compliargr:e with laws, rules, regulations and contracts.

{b} A statement that the directors have reviewed the effectiveness of the internal control system and whether
they consider them effective and adequate; ' :

The Directors have reviewed the effectiveness of the internal control system and found the same adequate.
{c} Period covered by the review;

‘The risk management system was last reviewed by the Directors in connectioh with the finalization of the

Annuzl Report as of December 31, 2015.

{d} How often Internal controls are reviewed and the directors’ criteria for assessing the effectiveness of the
" internal control system; and

The risk management system is reviewed annually.

{e} Where no revlew was conducted during the year, an explanation why not:

" Areview was conducted this year.

2)

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. . :

R TS
el igate

3)

Provides reasonable | The scope an In-house Eliza Macuray - functicnally

assurance that the particulars of a reports directly
Corporation's key system of effective ' to the Audit
organizational and organizational and . Commitiee
procedural controls | procedural controls

are effective, shall be based oh

appropriate and the following

complied with factors: the nature

and complexity of
business and the
business culture;
the volume, size
and compilexity of
transactions; {he
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degree of risk; the
degree of.
centralization and
delegation of
authority; the
extent and
effectiveness of
infarmation
technology; and the
exient of regulatory
" compliance

(b} Do the appolntment and/or removal of the Interna} Auditor or the accounting /auditing firm or corporation to
which the fnternal audit function is outsourced require the approval of the audit commiitee?

No. prevér, the terms and conditions of the engagement and subsequent removal is subject to the evaluation
and recommendation of the Audit Committee.

(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 commitiee dnd to aj! records, properties
-and personnel? ‘ :

The internal auditor functionally reports directly to the Audit Committee, and ensures that, in the perfurmarice
of the work of the internal auditor, he shall be free from interference by owtside parties. Further, the Audit
Committee performs oversight functions over the Corporation’s internal and external auditers. It ensures the
independence of both internal and external auditors from each other. Furthermore, the Audit Commitiee
makes certain that both auditors are given unrestricted access to all records, properties and personnel to
enable them to perform their respective audit functions, - ‘

(d} Reslgnation, Re-aséignment and Reasons

Disclose any resignation/s or re-assignment of the internal audit staff {including those emp!oyédby the third-
party auditing firm) and the reason/s for them. ‘

RGN ‘itﬁﬂﬁ%ﬁ?ﬁ (T
fﬁé}affﬁf R

{e} Progress against Plans, issues, Findings and Examination Trends

State the internal audit's progress against plans, significant issues, significant findings and examination

" trends. .
URRuaressiAcaunst Plans it ] *?E’%ﬁﬁé‘ﬁﬁi%‘%% N/A
Tz 5 TR e e T e P e TS
e
S D N/A

[The relationship among progress, plans, ssues and findings should be viewed as an internal control review
eyele which Tnvolves the following step-by-step activities:

1) Preparation of an audit plan Inclusive of 2 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;

8 "gsues” are compilance matters that arise from adopting different interpretations.
? “Eindings” are these with concrete basis under the company's policies and rules.
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H.

1)

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 Policles and Procedures

Disclose all internal audit controls, p'blicies and procedﬁres 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.”

e ]
ed 2S il d
uresi: R

S S

e r.o

The Internal auditor must be free from Interference Done
by outside parties.

The Audit Committee shall review and approve the Done
annual Internal audit plan.

{g) Mechanlsms 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
tmposition of internal approval procedures for these transactions, limitation on the non-audit services that an
external auditor may provide to the company)

ﬁAﬁdltﬁ"ﬁ‘ T :f 'iﬁt

nterL er

Inthe event that

The Audlt Commlttee .Same as poiacy wnth Same as puﬁcv with
performs oversight independent Financial Analysts 1 Financial Analysts
functions over the appraisers and/or

Corporation's internal | analysts are engaged,

and external auditors. | the Corporation

It ensures the
independence of both
internal and external
auditors from each
other. Furthermore, it
makes certaln that
both auditors are given
unrestricted access to
all records, properties
and personnel to
enable them to
perform their
respective audit
functions

provides access to all
Hs available data and
documents and
respects the
independence of such
entities inthe
performance of their
respective scope of
wark

(h) State the officers {preferably the Chairman and the CEQ) who will have to attest to the company’s full
comphiance 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 mecharisms are in place to ensure that compliarice.

The Chairman. '

ROLE OF STAKEHOLDERS

Disclose the company's policy and activities relative to the following:
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Customers’ welfare

N/A

N/A

SuppHer/contractor selection’
practice

The Corporation’s operating
subsldiarles select suppliers that are
in good financial standing and
repute. :

Verification of crgdif:worthiness .
and good industry repute.

Environ'men.tal!y friendly value-
chain

The Corporation has obtained
approval from the SEC in relation to
its last two (2) sharehoiders’ meeting
to distribute its Definitive
Information Sheet via CD format, in
part to minimize the usage of paper
products.

The Corporation plans to continue
this process for the foresesable
future.

Community Interaction

N/A

H/A

R Anti-corruption programmes and
procedures?

Controt policies

The Corporation strictly
implements the control policles
recommended by Management
and the Audit Committee

ISafeguarding creditors! rights

Election of creditor representative in
the Board of Directors

Participation of the lender
representative in ensuring sound
financial policies and conduct are
implemented.

2} Does the company have a separate corporate resporislbi!ity {CR) repart/section or sustainability ‘report,'fsection?

No.

3) Performance-enhancing mechanisms for empioyee participation.

{a)} What are the company's policy for its employees’ safety, health, and welfare?

Employees are granted sick leave benefits of fourteen (14} days per year and unused balances are convertible to

cash. The Corporation also grants vacation leave benefits of twelve {12) days per year, with carry.-over of unused fo

the next year while unused balances are convertible to cash up to a maximum of seven (7) days annually.

(b) Show data relating to health, safety and welfare of its erﬁpluyees.

No available data.

{e) State the eompany's training and development programmes for its employees. Show the data.

No gwailable data. .

(d) State the company's reward/compensation policy that accounts for the performance of the company beyond
short-term financlal measures

4) What are the company's procédurés for handiing complaints by empEoyées concerning Hlegal {including
corruption} and unethical behaviour? Explain how employees are protected from retaflation.

The Corporation has oniy two employees.

1. DISCLOSURE AND TRANSPARENCY

1) Ownership Structure



2)

3)

4)

(a} Holdlng 5% shareholding or more

eeinalOen

Steniel (Netherlanés} 720 848 912 72.08% Mark O. Vergara
Holdings B.V.
Roxburgh Investments 123,817,953 12.38% Nixon Y. Lim
Lmited
S
e e ot i
pagerehibs e i ?.7“ T AL ock
Deirna P. Bermundo 1 - nil
Eliza C. Macuray - 1 ‘ - nil
TOTAL 2 - nil
Does the Annual Report disclose the following:
Key risks Yes
Corporate objectives : ’ Yes
Fifianclat performance indicatars . . - Yes
Non-firantlal performance Indfcators ' o Yes
Dividend poficy ‘ ' Yes
Details of whistie-blowing policy - Ne
Biographical detalls {at least age, qualifications, date of first appointment, relevant experience, and any other ves
directorships of listad companies) of directors/commisstoners
Tratning antlfor continuing education programme attended by each direc:tur/curnmlssinner Yes
Numnber of board of directors/commissioners meetings held during the year No
Attendance detalls of each diractar/commissioner in respect of meetings held No
_Detatls of remuneration of the CEQ 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.

The Board will consider establishing new whistle-blowing policies.
The number of board meeting held during the year, and the attendance of directors therein, Is

reported to the SEC on or before five davs after the end of each year.

External Auditér’s fee

KPMG R. G Manabat & Co hQED0,000 0o

Medium of Communication
List down the mode/s of communication that the company is using for disseminating information.

The Corporation submits the regulatory reporis to the SEC and Bureau of Internal Revenue as well as
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disclosures to the Philippine Stock Exchange.

Prior to any stockholders’ meeting, copies of the Definitive Information Sheet; and its attachments {"DIS")}, are
transmitted to its stockholders of record. For the past two (2) years, the DIS for the annual stockholders’
meeting has been sent to the stockholders of record via CD format,. in accordance with the applicable
regulations.

5) Date of release of audited financial repart:

The audited financial statements as of Detember 31, 2015 shall be submitted to the SEC and the PSE by April 14,
2016.

g} Company Website

Does the company have a website disclosing up-to-date information about the followirig?

The Corporation does not have & website.

Bt;slness operations Ye; [.N?
financlal siatements/reﬁnrts {current and prior years) | Yésl Ho
Matarlais provided in brieflngs to analysts and media Yes/No
Sharzholding structure’ . ‘ Yes/Na
Group corporate structure _ : . Yes/No
Downloadabie annual report ‘fflsf No
Natice of AGM and/or EGM Yes/fio
Com[:llany's constitution [company's Ev—laws, mamorandum and articles uf association} Y.es/ No

should any of the foregoing information be not disclosed, please indicate the reason thereto,

7). Disclosure of RPT

1)

Please refer to Item 12 of the Annual Report.

When RPTs are lnvofved, what processes are in pla'ce to address them in the manner that will safeguard the
interest of the company and in particular of its minority shareholders and other stakeholders?

All related party transactions are conducted at arms-length.

Further, all material information, including related party transactions are disclosed in the financial statements
of the Corporation filed with the SEC and the PSE. .

* RIGHTS OF STOCKHOLDERS

Right to participate effectively in and vote in Annual/Special Stockholders’ Meetings
(a) Quarum

Give details on the quorum required to convene the Annual/Special Stockholders’ Meeting as set forth in Its
By-laws.

L

o “31 Unless otherwise provided by jaw, in all regular or special

ﬂ?“fa‘aﬁ' »..1
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o meetings of stockholders, stockholders who own or hold a
s majority of the outstanding capital stock must be present or
*5i| represented In order to constitute guorum.

{b} Systefn Used to Approve Corporate Acts

" Explain the systern used to approve corporate acts.

i Voting, personal or by proxy

#i| At all meetings of stockholders, & stockholder may vote In persen or by proxy
i executed in writing by the stockholder or his duly authorized attorney-in-
Y fact, on formis prescribed and provided by the Board of Directors.
Afl proxies must be acknowledged before the Corporate Secretary or 8
=3 Notary Public and must be filed and recelved by the Corporate Secretary not
a2l {ater than ten {10) days before the date set for the meeting. '

{c) Stockholders’ Rights

List any Stockholders’ Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid
down In the Corporation Code. :

R E e PR U RS R S R T
BT s
e R e j@ﬂnmﬁﬁ@.@s‘é i

Notice of Meeting complying with the pertod for Special laws and the By-laws provide for other
giving out-notices, the contents of the notice and | rights not in the Corporation Code, such as:
authorization requirements for the person issuing | = Longer notice period (15 business days) -
the notice ] L] Transmittal to stockhalders of a written
information statement and management
report which has been reviewed by the
SEC :

| Appraisal right

Voting - voting by proxy, cumulative voting,

" i creation of voting trusts

Hlgher voting requirement for approval of certain
corporaie acls )

Dividends

There have been no dividends declared during the past three {3) years.

B B T

e

{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 gther parties interested may
communicate directly with the Chairman of the Board, individual directors or board commiitees. Include
in the discussion the steps the Board has taken to soliclt and understand the views of the stockholders as
well as procedures for putting forward proposals at stockholders’ meetings.
e e T

i & REL AT A LEr
i

13

Respecting Right to Information upon request, periodic reports which disclose
parsonal and professtonal information about the
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directors and officers and certain other maiters
"such as their hotdings of the Corporation's
shares, dealings with the other corporations,
relationships among directors and key officers,
. and the ageregate compensation of directors
" and officers.

(in) The minority shareholders shall be
granted the right to propose the hoiding of &
__meeting, and the right to propose items in the
agenda, provided the items are for legitimate
business purposes, and in accordance with law,
jurisprudence and the best praciice.

(i} The minority shareholders shall have
access to any and all information relating to
matters for which Management Is accountable
for and to those relating to matters for which
Management shall include such information and,
P n : if not included, then the minority shareholders
P ) : shall be allowed to propose such matters in the
agenda of the shareholders’ meeting, being
within the definition of “legitimate purpdses”,
and in accordance with law, jurisprudence and
best practice.

2. Statethe cum'pan'y policy of asking shareholders to activély participate in f:i:irporate declsions regarding:
a.  Amendments to the company's constitution

ANl proposed amendments to the Articles of Incorporation and/or By-laws are detailed in the DIS
transmitted to the stockholders of record prior to any stockholders’ meeting called for such purpose,
during which the proposed amendmenis are voted upon by the stockholders present or represented.
During such stockholders’ meeting, comments and/or objections from the stockholders present or
represented are invited and entertained by the presiding officer.

Further, appraiéallright, if appiicablé, is chserved and respected by the Corporation in all instances.

B. Authorization of additional shares

Any and all proposed increases to the authorized capital stock of the Corporation are detalled in the
DIS transmitted to the stockholders of record prior to any stockholders’ meeting called for such
purpose, during which the proposed increases are voted upon by the stockholders present or
represented presented for approval. During such stockholders’ meeting, comments and/or objections
from the stockholders present or represented are invited and entertained by the presiding officer.

¢.  Transfer of all or substantially all assets, which in effect results in the sale of the company

All proposed amendments to the Articles of Incorporation andfor By-Jaws are detailed in the DIS
! , transmitted to the stockholders of record prior to any stockholders’ meeting called for such purpose,
during which the proposed amendments are voted upon by the stockholders present or represented.
During such stociholders’ meeting, comments and/or objections from the stockholders present or
represented are invited and entertained by the presiding officer.

f
i
I
|
[
i

Further, appraisal right Is observed and respected by the Corporation in all instances.

3. Does the company ohserve a minimum of 21 business days for giving out of notlces to the AGM where
ftems to be resolved by shareholders are taken up? '
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a. Date of sending out notices:

The Corpor:ation complies with the minin::um' notice requirement of 15 business days prior to an annual
stockholders’ meeting. The DIS for the last annual stockholders’ meeting was transmitted to the

stockholders beginning on June 12, 20_15.

b. Date of the Annual/Special Stockholders’ Meeting:

The last annual stockholders’ meeting was held on July 10, 2015,
4. State, If any, questions and answers during the Annual/Special Stockholders’ Meeting. N
There were no guestions raised during the last annual stockholders’ mééting.

5 Result of Annual/Special Stockholders’ Meeting's Reselutions

T

Election of Directors o )
for the year 2015 to All None None
2016 )

Approval of the
Audited Financial
Statements as of
December 31, 2014 n
Appointment of KPMG .
R. G. Manabat & Co. as Al X Nane None
the External Auditor ) :

Al None ‘ - None

6. Date of publishing of the result of the votes taken during the most recent AGM for all resclutions:
July 13, 2015, through a disclosure of the results of the annual stockholders’ meeting with the PSE.

(e) Modifications

Staté, # any, the modificatidns made in the Anniual/Special Stockholders’ Meeting regulations during the most
recent year and the reason for such modification: : '

There were no such modifications.

B adeensh

T ralzh

e ey e
D e

{f) Stockholders’ Attendance

4] " Details of Attendance in the Annual/Special Stockholders’ Meeting Held:

e ORI FR
g

R

R T L B T T R SRR

e

e g T e s e e
Annual Al July 16, poli o1 84.47

Special
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~ {ii} Does the company appoint 2n independent party (inspectors) to count and/or validate the votes at the
ASM/SSMs? .

YES. The Corporation’s stock transfer agent, Stock Transfer Service Inc. counts and/or validates the
votes at the stockholders’ meetings.

(iil) Do the company’s comimen shares c3rry 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. The Corporation’s common shares carry one (1) vate per share.

{g} Proxy Voting Policies

P

State the policies followed by the company'regarding proxy voting in the Annual/Spetlal Stockholders
Meeting. '

e e e
) R N (Gom ﬁgmﬁfﬁ%u‘ia e gé: S
ok e he oSl R : 2

_At all meetings of stockholders, a stockholder may vote in
petson or by proxy executed in writing by the stockhalder or
his duly authortzed attorney-in-fact, on forms prescribed and
pravided by the Board of Directors. . .
All proxies must be acknowledged before the Corporate
Secretary or a Notary Public.
All proxies must be filed and received by the Corporate
Submission of Proxy Secretary not later than ten (10) days before the date set for
the meeting. :
Each stockholder must appoint a proxy, although an
Saeverzl Proxies o individual may be appointed as a common proxy of several
. stockholders. ]
] All proxies filed with the Corporate Secretary may be revoked
| , - by the stockholders either th an instrument in writing duly
Validity of Proxy presented and recorded with the Secretary at least six {6)
! ‘ days prior to a scheduled meetihg or by their personal

: presence at the meeting. ' ,
As the proxies must be notarized, such notarization must be

Execution and acceptance of proxies

Notary

Proxies executed abroad consularized with the Philippine Consulate at such foreign
jurisdiction. _ .
i The decision of the Corporate Secretary on the validity of the
Ihvalidated Proxy . proxies shall be final and binding until and unless set aside by

a court of competent jurisdiction.

It shall be valid anly for the meeting at which it has been
presented to the Corporate Secretary.

The decision of the Corporate Secretary on the validity of the
Violation of Proxy proxies shall be final and binding until and unless set aside by
a court of competent jurisdiction.

Validation of Proxy

{h) Sending of Notices

State the company's polictes and procedure on the sending of notices of Annual/Special Stockholders’
Meeting.

B B

2E
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stockholders of record at feast 15 business days
prior to the meetlng . -

{i} Definitive Information Statements and Management Report
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Qﬁieﬁ%&k e ﬁ%&mﬁ%ﬁ I %&%ﬁ%n&!_
% SiieehiclRsporondlotheLVates

e
e
EHG %%;‘%F;L,tﬁr
Othepiviateria heldiby 1: i

4 §r 2 2z

EandiOLE
e e,
panticipanits/certainBanghit

T e ] _w. RS : B 7
DL
Inforin e F;?teg%%: e
Ot i el By statkholdsts tve
e

Lo
e 5 '. T : 7

&)l 3.577 {Record Date of June 8, 2015)

1 June 15, 2015

June 15, 2015

CD format

Hard coptes, provided upon request.

(i} Boes the Notice of Annual/Special Stockholders’ Meeting Include the .fmllawing:

Each resolution to be taken up deals with only one item. Yes

1 Profiles of directors (at least age, qualification, date of first appointment,
experience, and directorships in other listed companles}) nominated for Yes
election/re-election.

The auditors to be appointed or re-appointed. ' Yes
| An explanation of the dividend palicy, if any dividend Is to be declared. © ¥Yes
_{ The amount payable for final dividends. i . . Yes

Documents required for proxy vote. . Yes

Should any of the foregeing information be not disclosed, piease indicate the reason thereto.

2) Treatment of Minority Stockholders

{a) State the company’s policies with respect to the treatment of r'nlnorlty' stockholders,

VRIS R L T e Lo P Ay e [ T B R A N e e
e e
The minority shareholders are granted access to

any and all information relating to matters for

which Management is accountable for and to

those relating to matiers for which Management

shall include such information and, if not

included, then the minority shareholders shall be

allowed to propose such matters in the agenda |,
of the shareholders’ meeting, being within the
definition of “legitimate purposes”, and In
accordance with law, jurisprudence and best
practice.

Although all stockholders should be treated
equally or without discrimination, the Board

Respect for the rights of minority stockholders,
including the right to information

Encouraged participation in calling meetings.




-

pives the 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.

The minority shareholders are granted the right
} to propose the holding of a meeting, and the
right to propose items in the agenda, provided
the Items are for legitimate business purposes,
and in accordance with law, jurisprudence and
the best practice.

(b} Do mingrity stuckholders have a right to nominate candidates for board of direstors? -

Yes, the Nomination Committee receives nominations of candidates for the Board of Directors from any
and all stockhoiders. The status or shareholdings of the nominating stnckhoider is not relevant.

INVESTORS RELATIONS PROGRAM

Discuss the company’s externai and internal communications policles and how frequently they are reviewed.
Disclose who reviews and approves major company announcements. Identify the committee with this
responsibiiity, if it has been assigned to a comimittee.

- All material information about the Corporation which could adver;sely affect its viability or the interests of the

“stockholders are publicly and timely disclosed. Such information should include, among others, earnings results,
acquisition or disposition of assets, off balance sheet transactions, related party transactions, and direct and
indirect remuneration of members of the Board and Management. Afl such information is disclosed through the
appropriate exchange niechanisms and submissions to the SEC and the PSE.

. The Boarci of Directors reviews and approves all major announcements of the Corporation.

2)

3}

Describe the company's investor relations program including its communications strategy o promote effeciive
communication with its stockholders, other stakeholders and the public in general. Disclose the contact details
{e.m. telephone, fax and emall) of the offiter responsible far investor relatlons.

The Curpuratiun shali establish its Investor Relations Prngram.

{1) Objactives

{2} Principles

{3) Modes of Communications
(4) Investors Relations Officer

What are the company's rules and procedures governing the acguisition of corporate control in the capital
markets, and extraordinary transactions such as mergers, and sales of substantial portions of corporate assets?

Any and all proposed corporate actions which, by law or regulations, trigger appraisal right of stuckhnlders are

50 noted in the DIS transmitted to all stockholders prior to the stockholders’ meating called to approve such
actions.

Name of the independent party the board of directors of the c'ompany appointed to evaluate the falress of the
transaction price.

There has been no such evaluation conducted recently.

CORPORATE SOCIAL RESPONSIBILITY INITIATIVES

Discuss any Initlative undertaken or proposed to be undertaken by the company.
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“The Corporation-shall review and consider the establishment of a Corporate Social Responsibility Program.

M. BOARD, DIRECTOR, COMMITTEE AND CEO APPRAISAL

Disclose the process followed and criterla used in assessing the annual performance of the board and its
~ committees, individual director, and the CEOQ/President.

A TR R e
t

Iieed

ey R R A P P R g 5T
el e
The Board polices itself through | The Board reviews, amon

annual review. others, attendance of each

) director during Board meetings, -
- o . . quality of presentations, if any,
. ] disruptions caused, if any.

Board of Directors

Board Committees

Each committee reports
regularly to the Board of
Directors.

The Board reviews performance
based on the duties and
responsibilities imposad on the
relevant committee and its
members, . '

individual Directors

The Board polices itself through
annual review.

The Board reviews, among
others, attendance of each

director during Board meatings,
quality of presentations, if any,
disruptions caused, if any.

- CEQ/President The Board of Directors reviews | The Beard evaluates the
_the performance of the milestones achieved by the
President/CEQ. Presidant/CED based on the

projections/plans presented at
the beginning of the fiscal year.

N. INTERNAL BREACHES AND SANCTIONS

Discuss the internal policies on sanctions imposed for any violation or breach of the corporate governance manual
invoiving diréctors, officers, management and employees

s e

Simple viplation  «.. Board may impose other penalies in addition to
those provided in the applicable regulations of the
Commission, aftér notice and hearing, on the
individua! directors, officers, and employees, such as
censure, suspension and removal from office
depending on the gravity of the offense as well as the
frequency of the violation

The commission of a grave violation of this Manual by
any member of the Board of the Corporation shall be
sufficient cause for removal from directorship.

Giave vigiation
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" Pursuant to the requirement of the Securlties and Exchange Commission, this Annual Corpuraté Governance Report is
signed on behalf -of the registrant by the undersigned, thereunto duly authorized, in the City of
. . 3 . .

on , 20 .
SIGMATURES
NIXON Y. LM DELMA P. BERMUNDO
Chairman of the Board . ‘ Vice President/CFO
KENNETH GEORGE D. WOOD
independent Director independent Director

MIA M, ORMITA

‘Compliance Officer
*
SUBSCRIBED AND SWORN to before me this day of . 2013, affiant(s) exhibiting to me
- their Taxpayer's identification Numbers as follows:
NAME/NO. ) DATE OF 1SSUE PLACE OF ISSUE
Nixon Y. Lim

Delma P. Bermundo
Kenneth George D. Wood
iiia M. Ormita

Doc No._
Page No.

Book No.__
Series of 2013.
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REPUBLIC OF THE PHILIPPINES )
PASIG CITY )SS.

SECRETARY’S CERTIFICATE
_ I, Mia M. Ormita, of legal age, Filipino and with office address at Suite 2401 The Orient

Square, F. Ortigas, Jr. Road, Ortigas Center, Pasig City, after having been sworn in accordance with
law, do certify that:

1. I am the Corporate Secretary of Steniel Manufachuring Corporation (the
“Corporation”), a corporation organized and existing under Philippine laws with principal place of
business at Gateway Business Park, General Trias, Cavite, Philippines.

2. I certify to the following consolidated material changes to the Corporation’s Annual
Corporate Governance Report for 2014 (“2014 ACGR"), which changes have been underlined for
ease of reference:

a, Item A{1) of the 2014 ACGR

1} Board of Directors

(2) Composition of the Board
Complete the table with information on the Board of Directors:

R r",. . 7o 2 W
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: g 1 Fond ) e 3 5 L RAEAELARIE
‘.. ‘_ 1 =TT A et f‘“?? i .f.l‘:,e L:'_ ‘ 3 » =. :.'-; o %ﬁ‘;";:}"%‘?i
Roxburgh October 14, | July 10,2035 4.5
Investments | Investments § 2011 Meeting
Limited Limited .
Delma P. ED N/A Nomination | June 29, [udy 10,2015 Annual 3
Bermundo Committee 2012 Meeting
¥steban C. NED N/A Nomination October 14, | July 10,2015 Annual 45
Ku - Committee 2011 Meeting
Kanneth j13; N/A Nominatdon | June 29, Julv 0, 2015 Annual 3
George D, Committee 2012 Meeting
Wood
Mark O. NED N/A Nomination | July 10, July 10, 2015 Annual 1
Vergara Committee 2015 Meeking

1 Reckoned from the election immediately following January 2, 2012,




Eliza C, NED N/A NominatHon December [uiy 20, 2015 Anmual 2
Macuray Committee 26,2013 Meeting

Roberto D N/A Nomination | December | July 10,2015 Annual 2
Roman V, Commiftee 26,2015 Meeting

Andes

b. Ttems {(A)(1)(d}(i) and (i) of the 2014 ACGR

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

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:

P

. ~‘h§5%?ﬁ@%§$@ﬁ’

Stemel Mindanao TPacka, gmg Corp oration
(!fswcn)
Steniel Cavite Packaging Corporation | NEDand Chairmanin
(“SCPC") Treasure Packaging Corporation 8CPC and TFC
) (mIrPCu)

Delma P, Bermaundo SCPC, TFC, SLC ED

Kenneth George D. Wood SCPC, TPC,SLC ‘ NED

Esteban Ku EMPC, TPC, SLLC, SCPC NED

Eliza C, Macuray SCPC, TPC, 51L.C ’ ' NED

Roberto Roman V, Andes SCPC, TPC, SL.C ) NED

(if} 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:

!? ETe: w‘%ﬁgﬁ%ﬁ |

‘ (i'fowu ‘gmt:ess Iné
Mark O, Verpara Synergy Grid & . _I_
Development Phils., Inc.

c Item (A){1){e) of the 2014 ACGR
(e) Sharehoiding 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:

% The Group Is composed of the parent, substdiarles, associates and joint ventures of the company.



i -l rgg!a; I i 5, -l

‘"‘.-H;’ Fﬁ il = it

.
Nixon Y, Lim 1 .
Delma P, Bermundo 1 N/A il
Fsteban C. Xu 1 N/A nil
Kenneth George . .
Wood 1 N/A nil
Mark O. Vergara 1 720,848,912% 72.08%*
Eliza C. Macuray 1 N/A nil
Roberto Roman V. ,
Andes 1 N/A nil

TOTAL 7 123,817,953 12.38%

* M, Vergara owns 100% of Right Total Trvestments Limited (Right Total). Right Total owns 100% of Steniel
(Netheriands) Holdings BV, which in turn owns 72.08% of Steniel Manufachiring Cerporation,

d.  Ttem A(2)(a) of the 2014 ACGR

2) Chairman and CEO

(2} Do different persons assume the role of Chairman of the Board of Directors and CEQ? ¥ no,
describe the checks and balances laid down to ensure that the Board gets the bemefit of

independent views.
Yes| No E:l
Identify the Chair and CEO:

L

Nixon Y. Lim

e,

Delma P, Bermundo

Ttems A(5)(a) and (b) of the 2014 ACGR

(b) Voting Results of the last Annual General Meeting

e e e e e

Nixon Y. Lim 100% of shareholders present and
represented

Delma P. Bermundo 100% of shareholders present and
representad

Esteban C. Ku 100% of shareholders present and
represented

Kenneth George D. Wood 100% of shareholders present and
represented

Mark O. Vergara 100% of shareholders present and
represented

Elize C. Macuray 100% of shareholders present and




represented

Roberto Roman V. Andes

| represented

f.

100% of shareholders present and

Ttem A(6)(c) of the 2014 ACGR

(¢) Continuing education programs for directors: programs and seminars and roundtebles attended
during the year.

In compliance with Memorandum Circular No. 20 series of 2013, the following directors and key
officers of the Company attended the Corporate Governance Seminar conducted by Philippine
Securities Consultancy Corporation (“PSCC”):

e Né‘i'?'t'“fﬁ?j%% 2] Eend A e o s
e 5 L
Nixon Y, Lim February 23, Corporate Goveérnance P5CC
2016 Seminar
Delma P. Bebruary 23, Corporate Goverpance PSCC
Bermundo 2016 Seminar
Kenneth George D. February 23, Corporate Governance P5CC
Wood 2016 Seminar -
Eliza C. Macuray February 23, Corporate Governance PeCC
2016 Seminar
Christina Eden M, February 23, Corporate Governance PSCC
Rondario 2016 Seminar
g Item C(2) of the 2014 ACGR

Astendance of Directors

Member Delma P. Bermundo uly 10 3 3 100
2015

Member Esteban C. Ku July 10, 3 3 100
2015

Member Mark O. Vergara (attended all | Iuly10, 1 1 100
meetings after his election) 2015

Independen | Kenneth George D. Wood Iniy 10, 3 3 100
£ 2015

Independen | Roberto Roman V. Andes uly 10 3 3 100
t 015

Member Eliza C. Macuray July 10, 3 3 100
2015




(i) Details of Attendance in the Annual/Special Stackholders’ Meeting Feld:

Special

1. Tem 1)) of the 2014 ACGR

{0 Defim'tive Information Statements and Management Report
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) The foregoing is in accordance with the records of the Corporation presently in my
custody.
' APR 1 b 22
IN WITNESS WHEREOF, I hereby affix my signature this______ atPasigCity.
Mia M. Ormita
Corporate Secretary

SUBSCRIBED AND SWORN to before me this _ypn. ‘ ;
exhibiting to me her TIN 290-477-586. APRHERS
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STENIEL MANUFACTURING CORPORATION
Gateway Business Park, Brgy. Javalera, General Trias, Cavite

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of Steniel Manufacturing Corpgration and Subsidiaries (the “Company™),

is responsible for the preparation and fair presentation of the consolidated financial statements as
at and for the | years ended December 31, 2015 and 2014, including the additional components
atiached. therein, in accordance witl. the prescribed financial reporting framework indicated
therein. This responsibility incindes designing and implementing internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,

whether due to fraud, or error, selecting and applying appropriate accounting policies, and making
i g estimates that are reasonable in the circumstances.

Bo d of: Dn'ectors reviews and approves the financial statements and submits the same to
Itholders.

R. G. Manabat & Co., the mdependent anditors appointed by the stockholders, bas avdited the
finanéial statements of the Company in accordance with Philippine Standards on Anditing, and in
its Teport to ‘the stockholders, has expressed its opivion on the fairness of presentation upon
completion of such audit.

-

DELMA P: BERMUNDO
President/CEQD

Signed this _@i day of April, 2016



SUBSCRIBED AND SWORN to before me this__APROS 206 o¢ PASIC ClT¥erans
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Steniel Manufaciuring Corporation
Gateway Business Park .

Bairio Javalera, Gen, Trias, Cavite

We have audited the accompanying consolidated financial statements of Steniel Mapufacturing
Corporation and Subsidiaries, which comprise the cotisolidated statements of financial position as
at December 31, 2015 and 2014, and the consolidated statements of comprehiensive income,
consolidated statements of changes in capital deficiency and consolidated statenents of cash

flows for the years then ended, and notes, comprising a summary of significant accounting
policies and other eitplanatory information, '

Management's Responsibility for the Consolidated Financial Statenents

Management is responsible for the preparation and fair presentation of these consolidated

financial statements in accordance with Philippine Financial Reporting Standards, and for such

internal control as managément determines is necessary to enable the preparation of consolidated
~financial statements that are free from material misstatement, whether due to fraud or error. '

Anditors' Responsibility

- Owr résponsibility is to express an opinion ot these consolidated financial statements based on

- our audits, We conducted our audits in accordance with Philippine Standards on Abditing. Those
standards require that we comply with ethical requivements and plan and perform the audit to
obtain reasonable assurauce about whether the consolidated financial statements are free from
material misstaterent, ’ ’ :

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosuyres in the consolldated finaucial statéments. The procedures selected depend on the
auditors® fudgment, including the assessment of the risks of material misstatement of the
consolidaied financial statements, whether due to frand or error, In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financlal staternents in order to design audit procedures that are
appropriate in the circumstances, but not for the purposs of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the. .
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the consolidated financial
statements. :

We believe that the audit evidonce we have obtaiued is sufficient and appropriats to provide a
basls for our audit opinion, ‘

.G, Monobal & Co., 2 Phitppina partnatahlp and o praredar Lem ol tho KPMG PRC-B0A Aaplstration o, 0003, valid untii Decomber 31, 2018

antwnrk ol indepandent fima offliztad vith KPMO Infempliane) Coopattiiva BEC Accradiintion No, DOD4.FR-4, Group A, vald vatl Novomber 10, 2017
TEPME Inaraotianetizo Swisa enlity. KPME Intetnotionel piovides g eliant 1C Accrodilalion No. FEDT4014H, valid untt Aupudt 28, 207

s0pvieas, No maenhar firin has ony authotity b nbtasio or bind KPME . D5PAccieditod, Cotopory A, vnlid uni Decarboer 12, 2017

Tnturnational of ony othar roembar fitm vis-d-vis 1hird partins, not doas KNG
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respeets, the
consolidated financial position of Steniel Mannfacturing Corporation and Subsidiaries as at
December 31, 2015.and 2014, and their consolidated financial performance and their
consofidated cash flows for the yéars then ended in accordance with Philippine Financial
Reporting Standards, '

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 1 to the congolidated financial
statements. The Group has temporarily ceased its operations and has incurred recring losses in
ptior years resulting to a deficit of P1,613.4 million and P1,641,3 million as at December 31,
2015 and 2014, respectively, and a capital deficiency of P202.4 million and P226.4 million as at
December 31, 2015 and 2014, respectively. These conditions, among others, indicate the
existence of a material unceitainty which may cast significant doubt about the Group’s ability to
cohtinue as a going concern. On October 15, 2010, the Company and the new lenders signed the .
Amended and Restated Omnibus Agreement to restructure its loans with a new term of 25 years,
The management believes that the Group’s ability to continve operating as & going concern
depends ou the fulfillment of the restructining plan and its ability to gensrate sufficient cash
flows to meet its obligations and terms and conditions of the restrncturing plan, which will
contribute fo the positive lmprovement of the operations; and ultimately to attain profitability, As
part of management’s plan, the Group will continue fo lease out its idle machinery and equipment
-and engage In the buying and selling of paper scrap materials to generate income, Also, the
Group expects that it will be able to reafize through sale by 2016 the remaining assets held-for-
sale above the asset’s catrying valie as at December 31, 2015. These activities are expected to
generate for the Group sufficient cash flows to meet its maturing obligations. There are no known
trends, events or wncertainties that will have a material impact on the Group’s future operations
except those that have already been disclosed in the foregoing, We have conducted sufficient
audit procedyres. o verify the aforementioned plan, S ».

The consolidated financial statements have been prepared on a going concern basis, which
assumes that the Group will continue its business operations for the foregeenble future and do not
include any adjustments that might vesult from the outcome of this uncertainty.

CPA License No. 0043177
SEC Accreditation No. 0027-AR-4, Group A, valid vntil August 24, 2018
Tax Identification No, 106-197-186
BIR Acoréditation No, 08-001987-6-2013
Issued May 9, 2013; valid until May 8, 2016
PTR No. §321509MD .
Tssued January 4, 2016 at Makati City

April 5, 2016 )
Malati City, Metro Manila
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES -

CONS OLIDATED STATEMENTS OF FINANCIAYL POSITION
(Amounrs in ﬂaousands)

December 31

S Note . 2015 2014
ASSETS
Current Assets : -
Cash . 5, 20,21 P5,554 P3,147
Recejvables - net 6, 13,20, 21 24,529 39,386
Prepaid expenses and other current assets 7 140,496 161,546
_Assots held-for-sale - 8 120,849 120,849
Total Current Assets | ' 291,428 . 324,928
Noncurrent Assets , :
_Property and equipment ~ net -8 60,620 61,466
Avallable-for-sale financial assels 10, 21 20,799 13,346
Other nontcurrent assets ' 20 - 20
Totsl Noncurrent Assets ‘ ’ 81439 . 74,832
' | P372,867 . P399,760
' LYABILITIES AND CARITAL DEFICIENCY
Current Liabilities o :
Trade payables and otber curvent liabilities /1, 13, 20, 21 P136,026 P176,726
Payable to government agencies ) . 395 ’ 214
Total Curvent Liabilities . R 136421. - 176,940
Noncurrent Liability o |
- Long-term borrowings 12,13, 20, 21 438,847 448,194
Total Liabilities o . 575,268 626,134
Capltnl Deficiency . :
Capital stock 19 1,000,000 1,000,000
Additional pald-m capital ’ ‘ _ 414,632 414,632
Unrealized gain (loss) on available-for-sale ' :
financial assets - 10 (3,446) 255
Deficit -~ : (1,613,587) (1,641,261)
Totai Capital Deficiency ' (z0z4d01) - (226,374)
P372,867 - P399,760

See Noles o the Consolidated Finanelel Statements,

SN st CORTILT
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STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(dmounts in Thousands, except basic and diluted earnings per share)

) Years Endeﬁ Decembef 31

o Note 2015 . 2014 2013
REVENUES :
Product sales P44,483 P17,444 P710,658
Service incomes . - - 15,649
TOTAL REVENUES o 44,483 17,444 726,307
COST OF SALES AND SERVICES 15 (44,354) (17,335 (664,986)
GROSSPROFIT . 129 109 61,321
OPERATING EXPENSES - 16 (20,015) (6,664) (43,004)
OTHER INCOME (EXPENSES) - S

Met - 17 62,343 24,355 (84,340)
INCOME (LOSS) BEFORE o

PROVISION FOR INCOME : ‘

TAX - 41,557 17,800 (66,023)
INCOME TAX EXPENSE . 18 13,383 614 10,147
NET INCOME (LOSS) 27,674 ~ P17,186 (P76,170)
OTHER COMPREHENSIVE . '

TNCOME

" Ttem that may be reciassified to
profit or lass . _

Changes in the fair value of available- - :
for-sale financial assets I (3,701) 255 .

Ttem thatwill never be reclassified
to profit or loss

Remeasurement of defined benefit ‘
obligation ' . - - - 270

Income tax benefit (expense) - - . (81)
' (3,701) 255 189

TOTAL COMPREHENSIVE ‘ . }
INCOME (LOSS) _ . P23,973 Pi7,441 (B75,981)

Basic and Diluted Earnings (Loss) . _
Per Share ) : 19 P0,0277 P0.0172 (P0.0762)

See Notes fo the Consolidated Finanelaf Statemenis,
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STENIEL MANUFACTURING CORFP ORATION AND SURSIDIARIES

CONSOLIDATED STATEMENTS OF CASHFLOWS
{Amounts in ﬂmusana!r)

Years Ended ﬁecember 31

Nate 2015 2014 - 2013
CASH YLOWS FROM
OPERATING ACTIVITIES : _
Income (loss) before income tax P41,557 P17,800 (P66,023)
Adjustments for, S :
Depreciation 96 11,552 3,282 13,439
Gain on settlement of debt {1,007)- - -
Property of dividend income {332) - “
~ Guin on sale of AF S assts . (202) - -
Interest income (15} (5} (36)
Write-off of receivables 6 Co- 9,305 -
Loss on sale of asset held-for-sale 17 - 6,542 -
Write-off of accrnals : 7 . - - (32,553)
Loss on disposal of & subsidiary 17 - - 135,107
Retirement benefit cxpense - - ' 514
Provision for impairment losses ol
receivables 6 - - 1,283
Reversal of long-outstandmg trads ’ '
payabies - . (1,180) -
Operatmg income befors working '
capital changes 51,553 35,744 51,731
Decrease {increase) in:
Receivables 14,857 189,538 (33,029)
Prepaid expenses and other current -
assets. - ’ 7,167 (44,538) 8,302
Increase {(decrease) in: |
Trade payable and other current .
- Habilities {39,693) {99,691} (112,055)
‘ Payable to goverunent agencies 81 {561) -
Cash generated from (absorbed by) ]
operations 34,005 80,492 (85,051)
Interest received 15 - -
Dividend received 332 5 36
“Net cash-provided by {vsed in) :
operating activities 34,412 30,497 (85,015)

Fanvard




" Years Ended December 31

. . Note 3015 2014 2013 .
CASH FLOWS FROM INVESTNG
ACTIVITIES '
Proceeds from sale of AFS financial '
assels o P1,130 - -
Additions to property and equipment 4 (10,706) (46,903) (11,526)
Acquisition of AFS financial assets 10 (12,082) (2,230) (9,900)
Proceed from sale of assets held-for-
sale L - 89,286 -
Decrease in other noncwirent - -
receivables o - - 70,928
Proceeds from sale.of & subsidiary - - - 20,000
‘Net cash provided by (used in) - ‘
investing activities " (21,658) 40,153 69,502
.CASH FLOW FROM A '
FINANCING ACTIVITY ‘ ‘ .
Payment of long-term borrowings (10,347} {119,107) -
- NET INCREASE (DECREASE) IN S . :
. CASH ' 2407 1,543 (15.513)
' CASH AT BEGINNING OF YEAR. 3 3,147 -+ 1,604 17,117
CASH AT END OF YEAR 5 P5,554 P3,147 P1,604

. See Noles to the Comsolidated Fittancial Stiiterents.



STENIEL MANUFACTURING CORPORATION AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in Thousands, except number of shares)

1. Reporting Entity .

Steniel Manufacturing Corporation (STN or the “Parent Company™) was incorporated
and registered with the Philippine Securities and Exchange Commission (SEC) on
September 13, 1963, The Parent Company and its subsidiaries {the “Group)” are
engaged in the manufacturing, processing, and selling of all kinds of paper products,

- paper board and corrugated carfon containess, and all other allied products and processes.
The Parent Company is listed in the Philippine Stock Exchange Ine, (PSE}.

On September 11, 2013, the SEC appi'oved the Amended Articles of Incorpurat'ion of the
Parent Company, extending the corporate life for another 30 years from September 13,
2013, ’ ' : '

Following a decision made by the Board of Directors in 1996 to reorganize the Group,
the Parent Company ceased manufacturing operations in June 1997 due to continuing

. business losses. As a resulf, reorganization of the Group was caried ot and complefed
witl the Parent Company’s principal activity now limited to holding of investments. In
addition, the remaining idle assets of the Parent Company were leased fo its subsidiary.

The ultimate parent of the Group is Steniel (Netherlands) Holdings B.V. (SNHBV), '
incorporated in Amsterdam and the registered owner of 82.2716% of the shares of the
Parent Company prior to resttucturing of the loan in 2010. The remaining 17.7284% of
the shares are widely held. - ‘ )

Consequeiit to the yestructuring of the loan in 2010, remaining unissued shave capital of
the Parent' Company totaling 123,818 shares were jssued. fo Roxburgh Tivestnent
Limited (Roxburgh) to reduce the Parent Company’s ouistanding debis (Notes. 12 and
19). As a resul, Roxburgh then owns 12.3818% of the Parent Company, while the
ownership of SNHBV as well as that of the public bave been reduced to 72.0840% and
15.5333%, respectively. '

On January 18, 2012, the sharcholders of SNHBV entered . into a Share Purchase

. Agresment with Right Total Investmenis Limited (Right Total; a Limited liability

' comipany incorporated in British Virgin Islands as au investment company), to pwrchage

up to 100% of the issued and outstanding shares of SNHBV, With this sale of shares by

SNHBV, Right Total is now the owner of the 72.0849% shares of the SNHBV
consequently making Right Total its ultimate parent company.

On January 25, 2012, the Parent Company received a tender offer report from SNHBYV to
purchase the 279,151,088 shares of minority investing public or 27.92% of the total
issued shares at a price of P0.0012 per share or an aggregate price of P334.9 million, On
. February 25, 2012, only a total of 2,115,692 common shares were tenderied in the Tender
Offer and accepted by SNFIBV, constituting 0.0021% of the total outstanding share
" . capital of the Parent Company. Ou Maroh 8, 2012, payment for the Tendered Shares was
delivered to the relevant broker participants on behalf of interested parties and-there was
a transfer to SNHBV of only 0,76% of the minority shares. Such accepted tender offer
did not significantly change the percentage ownership of the minority investing public.,



The Parent Company Cbmpany’js regisiered address and prinéipal office is located at
Gateway Business Park, Barrio Javalera, Gen. Trias, Cavite, Philippines.” -

Group Bfructure ' :
" The consolidated financial statements iclude the financial statements of the Parent

Company and the following subsidiaries incorporated in the Philippines.

Percent of Ownership

. 2015 2014

Steniel Cavite Packaging Corporation (SCPC) , 00 100
Treasure Packaging Corporatiag (TPC) . ‘ 100 100

SCPC was incorporated and registered with the SEC on November 9, 1993 primarily to
engago in the manufacturing, processing and selling of all kinds of paper products, paper
board and corrugated carton containers and alf others allied products and processes, The
Company's registered address and principal office is located at Gateway Business Park,

Bo. Javalera, Gen. Trias, Cavite, Philippines. The Company does not have regular -

employees.

TPC was incorporated and rogistered with the SEC on May 23, 1994 prlmarily to engage
in the manufaciuring, processing, purchasing, and selling on wholesale basis, paper,
- paper rolls, paper boards, cartons, containers, packaging material and other pulp and
paper products, The Company has Its registered office address and principal office at
Hernan Cottes Street, Manduae City, Cebu, Philippines, : : :

SCrC :

The business operations of SCPC gradually slowed down in 2006. The temporary
cessation of the planf’s operation was approved by SCPC’s Board of Directors (BOD) on
March 27, 2007 in view of the continued losses incurred since its incorporation in
addition to difficult economic and business conditions. '

n October 2011, following the provisibn,s of the Amended Omnibus Agreement between

STN with its major creditors/lenders, SCPC submitted a merger application with SEC to’

absorb three (3) dormant subsidiaries namely Metroplas Packaging Products Corporation
(MPPC), Metro Paper and Packaging Products, Inc. (MPPPT) and Steniel Carton System
Corporation (SCSC), using June 30, 2011 finaucial ‘statements, with .SCPC as the
surviving entity, Prior to the merger with SCEC, MPPC, MPPI and SCSC are 100%
owned by STN. This transaction was approved by the respective Companies’ BOD and
Shareholders in Qctober 2011. : ' .

On'March 2, 2012, the SEC approved the cerfificate of {iling of the articles and plan of
merger, which documents were received by the SCPC on Tuly 31, 2012, All the financial
data presented for the periods prior to the merger have been restated to reflect the
combined financial statements of the absorbed corporation as though the merger had
ocourred at the beginning of 2010, The effects of the Parent Company’s equity in the
absorbed corporations, and intercompany receivables and payables were eliminated
resulting in the combined results of operations. ’

The combined results of opetations for the year ended December 31, 2011, which support
the statements of comprehensive income for the year ended December 31, 2011, include
tite resvits of operations of the absorbed coiporations and of the Parent Company for the
year ended December 31, 2011 as if the entities had always been combined,

SCPC’s operations starting 2014 were limited to trading of scrap paper and rental of
machinery and equipment to third parties.

.....



TPC

In September 2008, TPC temporarily caased its operations due to the case filed against )
TPC by the owner of its office space and warehouse whioh was rehdered by the court as
meriforious and TPC then laid off its employees. The obligation of TPC in relation to the
above case was fully settled in 2010,

TPC i$ in a dormant status as at December 3 1, 2015 and 2014,
Steniel Mindanao Packaging Corporation (SMPC)

On December 27, 2013, the BOD of STN approved the sale of its 100% ownership or -
9,249,995 common shares in the SMPC to the following entltles and individoals;

Perceutage of
Buyer Number of Shares Ownership
Greenkraft Corporation 3,083,947 33.34%
Corbox Corporation 2,774,999 30,00%
" Goldenbales Corporation 2,774,999 30.00%
" Clement Chun - 308,025 ' 3.33%
" Rex Chua - 308, 025 3.33%

The transfer of ownership slmll be reflected in the stock and transfer books of SMPC
upon issuance of the relevant Certificates Authorizing Registration (CAR) by the Bureau
K .of Internal Revenue. Asat April 5, 2016, the issuance of CAR is still pending.

The: Parent Company also had a 39,71% direct and indirect interest (thxough SCPC and
TPC) in Steniel Land Corporation (SLC). In 2010, the ownership interest of TPC and
ST in SLC were assigned fo Greenkraft Corporation (Greenkraft), a company
incorposated in the Philippines (Note 8). The remaining interest of SCPC in SLC is
29 21% as at December 31, 2015 and 2014,

I relatlon {o the partial condonatiou of the Parent Company s borrowings by ifs major
~ greditors in 2011 as discussed in Nofe 12, the Parent Company slso condoned its
.advances fo SCPC amounting to P294.6 million and P13.1 million for the reversal of
accrued interest in 2010 in relation to the 2-year grace period provided by its creditors.

Debt Restrncturmg
Due to the working capital drain expeuenced by the Gloup as a result of prior debt

- service payments and the difficult business and economic conditions dwing the permcE
the Group found it difficult to sustain further payments of debt while af. the same tiine
enisuring continned operations. The Pareat Company failed to settle its outstﬂndmg shori-
term and long-term loans which were supposed fo mature at various dates in 2004, 2005
and 2006 and was deolared by the lending banks in defanlt on May 25, 2006,

. Subsequently uatil 2009, the lending banks assigned and sold their respective outstanding

loan. balances to various third parties, On October 14, 2010, ove of the new leriders,

Greenkeaft, finther assipned some of its Ioau receivables fo Roxburgh Investments

Limited (Roxburgh}.




After the assigninent asd sale of loans from the lending banks {o third parties, disonssions

.were made with new creditors/lenders to restructure the outstanding loans covered by the

Omnibus Agreement which the Parent Company has defaulted in 2006. On October 15,
2010, the Pavent Company and the current creditors/lenders sipned the Amended and
Resta’red Omnibus Agreement (Amended Apreement), The restruciuring of the loan
finally resolved the default situntion. The éssential elements of the Amended Agreement
are summarized below:

The cufstanding principal and accrued interest expese as at September 30, 2010 was
resiruetured for 25 years, ‘

Conditional waiver of penalty and other charges upon the Faithful performance by the
Parent Company of the terms of restracturing, :

‘The outstanding principal and accrned Interest expense as of September 30, 2010
shall be reduced via dacion en pago or sale of the following properties: (a} all of the
outstanding common and preferred. shares of stock in Steniel Land Corporation
{SLC), (b) identified idle assets of STW and ifs subsidiaries, and (¢} by way of
conversion into equity though the issuance of the Parent Company’s wnissued capxtal
stoclk, :

‘Tlie outstanding principal amount afier the dacion en pégo or sale of properties shall

be paid in 92 consecutive quarterly installments starting in January 2013.

The outstaudmg portion of the acerued intetest after equity conversion shall be paid
in 40 consecutive quarterly installments starting after year 15- fiom the date of

+ restructurin B

Restructred outstanding principal will be subject to interest of 6% per anuum for

15 years and 8% per annuim on the 16% year onwards.

* The restructured accrued interest expense prior to Ioan restructuring will be subject to

interest of 8% per annuin,

The restructured loan shall be secured by the assets/collateral pool under the
Collateral Trust Agresment,

All taxes and fees, including documentary stawnp taxes and registration fees, shatl be
for the account of the Group,

All other costs and expenses of restructuring including documentation costs, legal
fues and out-of-pocket expensés shall be for the sccount of the Parent Company; and

Other conditions include:

a. Lenders ropresentative to be elecled as director in’ STN and in each of its
- subsidiaties.

b. A merger, veorganization or dissolution of certain subsidiaries in line with the
Business Plan,

¢. No dividend declaration or payments until the restructured obligations are fully
paid.

d. No new borrowing, unless with consent of the lenders.

o4




e. No repayment or pfapayment of any debt or obligation (other than oﬁeratiomﬁ
expenses), unless with consent of the lenders.

f. Creditor’s consent for change in material ownership in the Group and
mortgagors, ' ) '

g Standard covenants, representations and warranties. -

Dacion en pago
_The' dacion en pago of the Group’s idie achineries, spare pats and the equily
conversion through the issuance of the Patent Company’s share capital have been
completed as at December 31, 2010. The dacion en pago transaction reduced the
outstanding loan principal amount by P122 million while the equity conversion reduced
outstanding accrued interest by P248 million, . -

The dacion en pago relating to the Group’s shares in 8L.C and TPC’s Tand aid building
- has a total valve of P290.0 million. In 2012, certain certificates authorizing registration
werg. issned and reduced the fotal value from P290.0 million to P289,88 million. The
remaining assignment of shares is still for finalization with buyers to mest the regulatory
requirements on transfer of assets as at reporiing date and this is expected to be
. completed in 2016. The change in ownership and management in early 2012 generally.
caused the delay in the implementation of the dacion e pago. .The installment payment
of ontstanding principal based on the Amended Agreement above is also expected to be
* delayed,

Interest Payments '

On December 2, 2011, the current creditors/lenders agreed to waive the payment of
interest for the first two (2) years of the loan cominencing on the restructuring date, to
correspond to the principal repayment as stated In.the Amended Apreement. Hence,
interist payments shall be-made in aceordance with the Amended Agreement but shall
commence o the 27" month after the restructuring date, inclusive of a two (2) year grace
period. In relation to this, on March L, 2012, the accrued interest which was capitalized
s part of the loan principal in 2010 in accordance with the Amended Apreement, was

- also condoned by its major.oreditors effective December 31, 2011 (Mote 12),

In 2013 due to continwous working capital drain experjenced by the group as a result of
difficnlt economic and business conditions, STN requested reconsideration to defer the
implementation of the loan agreement from the creditors which was acted favorably.
STN was granied another two (2) years extension of prineipal repayment, reduction of
interest rate from 6% fo 2% for the first five (5) years and further waive Interest charges
until January 1, 2016, : ’ .

Status of Operations _ K '
The Group has temporarily ceased its principal operations and has incurred recwiring
losses in prior years resulting to a deficit of P1,613,587 and P1,641,26]1 as at
December 31, 2015 and 2014, respectively and a capital deficiency of P202,401 and
P226,374 as at December 31, 2015 and 2014, respectively. These conditions, among
. others, indicafe the existence of a material uncertainty which may cast significant doubt
about the Group’s ability to continne as a going coucern. The consolidated financial
statements have been prepared on a going concern basis, which assumes that the Group
will continue in existence.



“With all the above matters, management believes that fhe Group’s ability to continue
opetating as a going concern depends on the fulfillment of the restructuring plan and its
ability fo generate sufficient cash flows to meet ity obligations and terms and conditions
of the restucturing plan, which will contribuie fo the positive improvement of the
operations; and ultimately to attain profitability. As part of management's plan, the

_Group will continue to lease out its idle machinery and equipment and engage in the

buying and selling of paper scrap materials to generate income. Also, the Group expects
that it will be able to realize through sale in 2016 the remaining assets held-for-sale
above the asset’s carrying value as at December 31, 2015. These activities are expected
io generate for the Group sufficient cash flows to meet its maturing obligations, There are
no known trends, events or uncertainties that will have a material impaet on the Group’s
future operations except those that have already been disclozed in the foregoing,

2. Basis of Preparation

Statement of Compliance

The consolidated financial statements have been prepared in compliance 3 with Philippine
Financial Reporting Standards (PFRS). PFRS are based on-International Financial
Reporting Standards (IFRS) issued by the Interpational Accounting Standards Board
(IASB). PFRS consist of PFRS, Philippine Accomting Standards (PAS), and Philippine
Interpr e.tatlons jssued by the thppine Fmauclal Reportmg Standards Council (FRSC),

B;&s;uf.Mmmgn_w_m
The consolidated financial statements of the Group have been prepaved on a lusfoucal
cost basis of accounting, except for the available-for-sale financial assets whlch are
measured at fair value,

The consolidated financial statements were authorized for issue by the BOD on April 5,
2016

WM

The consolidated financial statements are presented in Phll:ppma peso, wlnch ig the
Group’s functional currency. All fi nancial information expressed in Philippine peso IS
rounded off to the nearest thousand peso, except when otherwise indicated,

- Basis of Consolidation

The consolidated financial statements include the accounts of the Pavent Company and its
subszdiaa ies, ‘

Subsnd;atles are entities controlled by the Gmup n accmdmmc with PFRS 10,
Consolidated Financial Statenients, the Group controls an entity when it is exposed to, or
has the rights fo, variable retumns from its involvement with the entity and has the ability
to affect those returns through its power over the entity, The financial statements of the
subsidiaries are included in the consolidated financial statements from the date when the
Group obtains control and continue to be consolidated until the date when such control
ceases,

The consolidated financial statements are prepared for the same reporting period as the
Parent Company, using uniform accounting policies for like transactions and other svents
in similar circumstances. Intergroup balances and transactions, including intergroup
unrenlized profits and losses, are eliminated in preparing the consolidated financial
statements.



" 3, Summary of Significant Accnunting Polictes

The accounting policies set out below have been applied consistently to all the years
presented in the consolidated financial statements, exeept for the changes in accounting
policies as axplamed below.

Adoption of New and Revised Standards, Amendments to Standards and mtemretatinns
The Group has adopted the following new and revised standards, amendments to

standards and interpretations starting January I, 2015 and accordingly, changed its
accounting policies. Bxcept as otherwise indicated, the adoption of these new and revised
gtandards, amendments to standards and interpretations did not have any significant

*impaot on the Group's financial statements. -

Annnal Tnprovemenis to PERSs: 2010 - 2012 and 2011 - 2013 Cycles - Amendments

- were made to a total of nine standards, with changes made to the standards on

business combinations and fair value measurement in both cyeles, Earlier application
is permitted, in which case the related consequential amendments to other PFRS

- would also apply. The following are the said improvements or amendments to

PFRS, nons of which has a significant effect on the consolidated fi naucml statements
of the Group: -

.Disa]osm-es on the agevegaiion of aperating segments (dmendment fo PFRS 8,
Operating Segmenis), The amendments explicitly require the disclosure of
judgments made by management in applying the aggregation criteria. The
disclosures include: (a) a brief dascuptmn of the operating segments that h_ava
been aggregated; and (b) the economic indicators that have been assessed in
determining that the operating segments share similar economic charactoristics,
In addition, this amendment clarifies that a reconciliation of the total of the

" reportable .segments® asseis fo’ the entity’s assets is required only If this

information is regularly provided to the entity’s chief operating decision maker,
This change aligns the disclosure requirements with those for segment habllmes

Restatement of accwmudaled depreciation. (amortization) on revaluation
{dmendmenis to PAS 16, Property, Plant & Equipment and PAS 38, Inrmrgibie
Assels), The amendments clalfy the requirements of the revaluation model in
PAS 16 and PAS 38, recognizing ibat the restatement of accumulaied

* depreciation (amortization) is not always proportionate to the change in the gross

carrying amount of the asset, PAS 16 and PAS 38 have been amended to clarify
that, at the date of revaluation: the gross carrying amount is adjusted in a manner
that is consistent with the revaluation of the carrying amount of the asset - e.g.
restated in propotiion to the change in the camrying amount or by reference to
observable marlet datn; and the accummulated depreciation (amortization) is
adjusted fo equal the difference between the gross carrylng amount and the

" carrying amount of the asset after taking into account accumulated impairment

losses; or the accumulated depreciation (amortization) is eliminated against the
gross caitying amount of the asset.



= Definition of ‘related party’ (dmendwent to PAS 24, Related Party Disclosures).
The definition of a ‘related party’ is extended to include a management entity
that provides key management personne! (KMP) services to the reporting entity,
sither directly or throngh a gronp entity. For related party transactions that arise
when KMP services are provided fo a reporting entity, the reporting entify Is
required o separately disclose the amounts that it has recognized as an expense

for those services that are provided by a management enfity, however, it is not

required to ‘look’ throngh’ the management entity and disclose compensation
paid by the management entity to the individuals providing the KMP services,
The reporting entity will also need to disclose other transactions with the
management entity under the existing disclosure requirements of PAS 24 . oz,
loans.

. .a Scope of portfolio exception (Amendmeni fo PFRS 13, Fair Value Measuremen).
“The scope of the PERS 13 portfolio exception - whereby entities are exempted
from measucing the fair value of a group of financial assets and fiizancial
liabilities with offsetting risk posifions on a net basis if cerfain conditions are
met - has been aligned with the scope of PAS 39, Financial Instruments:
Recognition and Measwrement and PFRS 9, Financial Instruments.

PERS 13 bas been amended to clarify that the portfolio exception potentially
applies to confracts in the scope of PAS 39 and FFRS D regardless of whether
they mest the definition of a financial asset or financial liability under PAS 32,
Financial Instruments: Disclosure and Presentation - e.g. cerfain contracts to
“buy or sell non-financial items that can be settled net in cash ox another financial
. instrucnent.

Standards Issued But Not Yet Adopted

A number of new and amended standards are effective for annual periods beginning after

January 1, 2015 and have not been applied in preparing these consolidated financial
statements. Unless otherwise indicated, none of thess is expected to have a significant

effect on the consolidated financial statements,

The Company will adopt the following new: and amended standards on the respective
effective dates: '

w  Clarification of Acceptable Methods of Depreciation and Amortization (Amendments
fo PAS 16 and PAS 38). The amendments to PAS 38 infroduce a rebutiable
presumption that the use of revenue-based amortization methods for intangible assets
. is inappropriate, This presumption can be overcome only. when revenue and the
consumption of the economic benefits of the intangible asset are *hiphly correlated’,

or when the intangible asset is expressed as a measure of revenue,

Thé amendmenis to PAS 16 explicitly state’ that revenne-based methods of
depreciation cannot be used for property, plant and equipment, This Is because such
methods reflect factors other than the consumption of economic benefits embodied in
the asset - .z, changes in sales volumes and prices,

The amendments are effective for annual periods beginning on ar after January 1,
2016, and are to be applied prospectively. Early application is permitted.




Arinual Improvemenfs to PFRSs 2012 - 2014 Cycle. This cycle of improvements
contains amendments fo four standards, none of which are expected to have

* gignificant impact on the Group’s consolidated financial statements. The

amendments are effective for annual periods beginning on or after January 1, 2016.
Barlier application is permitted.

Chm:ges in method Jor disposal (Amendment to PERS 5, Non-current A.s'sers
Held for Sale and Discontinued Operations). PFRS 5 is amended to clarify that:

o if an entity changes the method of disposal of an asset (or disposal gi'oup) -
L.e. reclassifies an asset {or disposal group) from held-for-distribution o
owners to held-for-sale (or vice versa) without any iime lag - then the change -
in clagsification is considered a continuation of the original plan of disposal
and the entity continues to apply held-for-distribution or held-for-sale
. accounting, At the time of the change in method, the entify measures the
canying amount of the asset (or disposal group) and recognizes any write-
down (impairment loss) or subsequent increase in the fair value Jess costs to
sell/distribute of the asset (or disposal group); and

"o if'an entity determines that an asset (or disposal group) no longer meets the

criteria to be classified as held-for-distribution, then it ceases held-for-
distribution accounting in the same way as it would cease held-for-sale
accounting,

Any change in method of disposal or distribution does not, in 1tself extend the

- period in which a sale has to be completed.

The amendment to PFRS 5 is applied prospectively in accordance with PAS 8,
Accounting Policies, Changes in dcconting Estimales and Errors to changes in
methods of disposal that oceur on or after January 1, 2016,

Investment Entities: Applying the Consolidation Exceptiém (Amendments fo PFRS 10,
PERS 12, Disclosure gf Intevests in Other Entities and PAS 28, Ivestments in

. Associates) clarifies that:

A subsidiary that provides investment-related services should not be
consolidated if the subsidiary itself is an investment entity.

The exempt:on from preparing consolidated financial statements for an
inteymediate held by an investment enfity, even though the investment entity
does not consolidate the intermediate.

Whau applying the équity method to an associate or 'a joint venhue, a non-
investment entity investor in an invesiment entity may retain the fair value
measurement applied by the associate or joint venfure to ifs interests in
subsidiaries,

The amendments are to be applied.retrospectively for annual periods beginning on or
after Janviary 1, 2016. Barly adoption is permitted.



Discloswre Initiative (dmendments fo PAS 1, Presentation of Financial Slatements)
addresses some concerns expressed about existing presentation and disclosure
requirements and to ensure that entities are able to use judgment when applying
PAS 1, The amendments clarify that:

° ‘Inférmaiion should not be obsoured by aggregating or by pruviding.hmﬁaterial '
information.

» Materidglity considerations apply to all parts of the consolidated financial
statements, even when a standard requires a specific disclosure,

o The list of line items to be presented in the consolidated statements of financial

_position and consolidated stotements of comprehensive income can be

disaggrepaied and aggregated as relsvant and additional guidance on subtotals in
these statements,

o ' An entity’s share of OCI of equity-accounted essociates and joint ventures
shoild be presented in aggregate as single line items based on whethel or ot it
: WIH subsequently be réclassified to profit or loss.

The amendments are to be applied rehuspﬂctlvely for annual permds begmnmg on or
after January 1, 2016. Barly adoption is permitted.

PFRS 9 (2014). PFRS 9 (2014) replaces PAS 39 and supersedes the previously
published versions of PERS 9 that introduced new classifications and- measurement
requirements (in 2009 and 2010) end & new hedge accounting model (in 2013),
PFRS 9 includes revised guidance on the classification and measurement of financial
assets, inclnding a new expected credit loss model for calculating imprirment,
guidance on own credit - risk on financial Habilities measured at fair va}ue and
_ supplements the new general hedge accounting 1equi1emeuts published in 2013,
PFRS 9 incorporates new hedge accounting requirements that represent a major

... overliau] of hedpe accounting and introduces significant nnprovements by aligning

the aceounting more closely with risk managemeut

The new standard iz to be applied retrospectively for annual perieds begianing on or
~ after Tanwary 1, 2018 with early adoption permitted,

PFRS 16, Leases supersedes PAS 17, Leases and the related Philippine
Interprefations, The new standard introduces a single lease accounting model for
lessees under which all major leases are recognized on-balance sheet, removing the
lease classification test. Lease accounting for lessors essentiaily remains unulmnged
except for a number of details including the application of the new lease definition,
new sale-and-leaseback guidance, new sub-lease punidance and new disclosure
requirements, Practical expedients and targeted reliefs were introduced including an
optional lessee exemption for short-term leases (leases with a term of 12 months or
less) and low-value items, as well as the permission of portfolio-level accounting
instead of applying the requirements to individual leases.- New estimaies and
judgmental thresholds that affect the identification, classification and measurement
of lease transactions, as well as réquirements to reassess cerlain key estimates and
judgments et cach reporting date were infroduced,
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PFRS 16 is effective for annual periods beginning on or afier January 1, 2019, Earlier

application is not permitied onfil the FRSC bas adopted PERS 15, Revenue from

Contracts with Customers, The Group is currently assessing the potential impaot of

PFRS 16 and plans to adopt this new standard on leases on the required effective date
“once adopted Jocally.

Pending approval of local adoption of. PFRS 15,

s  PFRS 15 replaces PAS 11, Construction Contracts, PAS 18, Revenue, IFRIC 13,
Customer Loyally Programmes, IFRIC 18, Transfer of Assets from Customers and
SIC-31, Revenue - Barter Transactions Involving ddvertising Services. The new
standard introduces a now revenue recoguition model for confracts with customers
which specifieg that revenue should be recognized when (or as) a company transfers
control of goods or services to a customer at the amount to which the company
expects to be entitled. Depending on whether certain criteria are met, revenue is
recogmzed over {ime, in a manner that best reflects the company s performance, or at
a point in time, when control of the goods or services is transferred to the customer,
The standard does not apply to insurance contraots, financial instruments or lease
contracts, which fall in the scope of other PFRS. It also does not apply if two |

- companies in the same line of business exchange hon-monetary assets to Tacilitate
sales to other parties, Furthermare, if a contract with a customer is parfly in the scope
of another IFRS, then the puidance on separation and mensurement contained i the
other PFRS takes preuedence,

However, the FRSC has yet to issuefapprove this new revenmue standard for local
adoption pending completion of a study by the Philippine Intsrpretatlons Committse
on its impaot on the real estate industry. If approved, the standard is effective for
annuaf periods beginning on or after January 1, 2018, with early adoption permitted.

Financial Agsets and Financial Liabilities

Date of Recognition. The Group recognizes a financial asset or a financial Hability in the
_consolidated stafements of financial position when it becomes a party. to the confractual
provisions of the instrument, Tn the case of a regular way purchase or sale of financial
. asgets, recognitiol is done using seﬁrlemant date accountmg :

Initial Recognifion of Financial Instrismenis. Financial mstmmehts arg recognized
indtially at fair value of the consideration given (in case of an asset} or received (in case
of a liability). The initial memsuwrement of financial instruments, except for those
- designated as at fair value through profit or loss (FVPL), includes ransaction costs.

The Group classifies its financial assets in the following categories: held-to-maturity
(HTM) invesiments, available-for-sale {(AFS) financial assets, financial assets at FVPL
and Ioans and recetvables. . The Group classifies its financial liabilities as either financial

" liabilities at FVPL or other financial Habilities, -The classification depeuds on, the
purpose for which the investments are acquired and whether they are quoted in an active
market, Mdnagement determmes the classification of its financial assets and financial
liabilities at initial recognifion and, where allowed and appropriate, re-evaluates such
designation at every reporting date,

As at December 31, 2015 and 2014, the Group has no financial assets and Habilities at
FVPL and HTM investinents,
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Financial Assels

Loans and Receivables. Loans and receivables are non-derivative financial assats with

fixed or determinable payments and maturities that are not quoted in an active marlet,
. They are not entered into with the intention of immediate or short-term resale and are not

designated as AFS financial assefs or financial assefs at FVPL,

Subsequant to initial measurement, loans and.receivables are carried at amorhzed cost
using the effective interest method, less any impairment in value. Any interest earned on
Ioans and receivables shall be recognized as part of “Interest income™ account in profitor -
loss on an accrual basis, Amortized cost is calculated by taking into account any
discount or premium on acqutsntion and fees that are integral part of the eft‘ectwa interest
rate, The periodic amortization is also included as part of "Interest income” account in
profit or loss, Gains or losses are recognized in profit or loss when loans and receivables
are derécognized or impatred. :

The Group®s cash and receivables ars included under this category.

* Cash in banks are carried in the consolidated statements .of financial posxtton at face
" vale or at nommal amount, :

AFS Financial Assefs, AFS ﬁnanc:al assets are non-derivative ﬁnancial assats that are
" gither designated in this category or pot classified in any of the other financial asset
categoriss, Subsequent to initial racognmou, AFS financial assets are measured at fair
‘value and changes therein, other than i impa irment losses and fme:gn currency differences
on AFS debt instriments, are recognized in other comprehensive income and presented
_n the “Unreatized gain (loss) on available-for-sale financial assels” in equity. Dividends
" earned on holdmg AFS equity securities are recognized as “Dividend income” when the
right to receive payment has been established. When individual AFS financial assets are
either de:ecogmzed or impaired, the related accumulated unrealized gains or losses
plsvmusly veported in equity are transfesred to and secognized in profit or loss.

_ ATS financial assets also include unquuted equity instruments with fair values: which
cannot be reliably determited. These instruments ave carried at cost less impairment in
vale, if any.

The Group’s investments in shares of stock of utility companies and golf counitry club
iemberships are mcluded wnder this category (Note 10}, -

Finaneial Liabilities

Other Financial Liabilities. This category pertains fo financial liablhties that are not

designated or classified at FVPL, Aftor initial measurement, other financial liabilities are

carried at amortized cost using the effeciivé interest method. Amortized cost is

caleulated by taking into account any premium or discount and any divectly ativibutabie
. fransaction costs that are considered an infegral part of the effective interest rate of the

Hability,

The Group’s trade payables and other current liabilities and long-term borrowings are
included vader fhis category (Notes 11 and 12).
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Derecognltion of Financial Assets and Financia] Liabilities

Financigl Assels. A financial asset (or; where applicable, a part of a financial asset or
part ofa group of snnllar financial assets) js primarily derecognized whan'

LI ﬂle rights to recelive cash flows from the asset have expired; or

v the Group has transferred its rights to recei\fe cash flows from the asset or has
assumed an obligation to pay them in full without material delay to. a third party
under a “pass-through™ arrangement; and either: (a) has transferred substantially all
the risks and rewards of the assef; or (b) has neither transferred nor retained
snbstantially all the risks and rewards of the asset, but has transfesred control of the
asset.

“When the Group haa transferred its rights to receive cash flows from an asset or has
entered into a pass-throu gh arrangement, it evaluates if and to what extent it has'retained
the risks and rewards of ownership. When it has neither transferred nor retained
substatitially all the risks and rewards of the assef nor transferred control of the asset, the
Group continves to recognize the transferred asset to the extent of the Group’s contiming
involvement, In-that case, the Group also recognizes the associated liability. The
- transferred aswet and the associated liability are measured on the basis that reflects ths
* rights and obligations that the, Group has retained.

Financial Liabilities. A financial Iinbility is dewcognjzed when the obiigation under the
Hability is discharged, cancelled or has expired. When an existing financial lability is
replaced by anather from the sari lender on substantially differont terms, or the terms of
an existing lability aré substantially modified, such an exchange or modification. is
treated ns a derecognition of the ongma! Hability and the zecugnmou of a new liability,

The difference in the respective carrying amounts is recognized in profit or loss.

Offsetting F;nancial Inshrungnts
Financinl nssets and financial Habilities are offset and the net amount is reporfed in the

consolidated statements of financial position if, and only if, there js a cumently
* enforceable legal right fo offset the recognized amonnts and thers is an intention to setile
on a net basis, or to realize the asset and seitle the liability siiiultaneously. This is not
generally the case with master neiting agreements,-and the related assets and: Habilities
are pregented gross in ’the consolidated statements of financial pusmon.

Impairment of Financial Assets
The Group assesses, at the reporting daie, whether there is objective evidence that a

financinl asset or a group of financial assets Is impair ed

. A financial asset or a group of :Einanclal assets is deemed to be impaired if, and only if,
there is objectivé evidence of impairment as a result of one or more events that have
ocourred after the initial recognition of the asset (an incurred:loss event) and that Joss
event has an impact on the estimated future cash flows of the financial asset or the group
of financial assets that can be reliably estimated.
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' dssets Carvied ar Amortized Cost, For financial assets carried af amortized cost such as
‘loans and receivables, the Group first assesses whether impairment exists individually for
financial agsets that are individually siguificant, or collectively for financial assets that
are not individually significant. If no objective evidence of impairment has been
idéntified for a particular financial asset that was individually assessed, the Group
includes the asset as part of a group of financial assels with similar credit risk
- characteristics and collectively assesses the group for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to -
be, recognized are not included in the collective smpairment assessment,

Evidence of impairment for speoific impairment purposes may include indications that
the borrower or a group of borrowers is experiencing financial difficulty, default or
delinguency in principal or interest payments, or may enter inte bankruptey or other form
of financial reorganization intended to alleviate the finaneial condition of the borrower,
For collective impairment purposes, evidence of impairment may include observable data
on existing economic conditions or indusiry-wide developments indicating that there is a
mersurable decrease in the estimated future cash flows of the related assets,

If there is objective evidence of impairment, the amount of loss is measured as the
difference between the asset’s canrying amount and the present value of estimated future
cash flows (excluding foture oredit losses) discounted at the financial asset’s original
effective interest rale (f.e., the effective interest rate computed at initial recognition).
Time valus is generally not considered when the effect of discounting the cash flows is
not material. If a foan or receivable has a variable rate, the discount rate for measming
- any impairment loss Js the curient effective interest rate, adjusted for the original credit
risk premium. For collective jmpairment purposes, impairment Joss is computed based
on their respective default and historical loss experience.

. 'The canrying amount of the asset shall be reduced either directly or through the use of an -
allowance account. The impairment loss for the period shall be. recognized in profit or
foss, Ifi-In.a subsequent period, the amount of the impairment Joss decresses and the
decrease can be related objectively to an event ocoumring afier the impaizment was
recognized, the previously recognized impairment loss is reversed, Auny subsequent
reversal of an hopairment loss is recognized in profit or loss, to the extent that the
carrying amount of the asset does not exceed its amortized cost at the reversal date.

AFS Financial Assels. For equity instruments carried at fair value, the Group assesses, at
each reporting date, whether objective evidence of impairment exisis, Objective
-evidence of impairment incindes a significant or prolonged decline in the fair value of an
equity instrument below its cost. ‘Significant’ is evaluated against the original cost of the
invesiment and ‘prolonged’ is evalusted against the period in which the fair value has
been below its original cost. The Group generally regards fair valve decline as being
significant when decline exceeds 25%. A decline in a quoted market price that persists
for 12 months is generally considered to be prolonged.

If an AFS financial asset is impaired, an amount comprising the difference between the
cost (net of any principal payment and amortization) and its current fair value, less any
impaioment Joss on that financial asset previously recognized in profit or loss, is
transferred from equity to profit or loss, Reversals of* impairment losses in respect of
equity instruments classified as AFS financial assets are not recognized in profit or loss.
Reversals of impairment losses on debt instruments are recognized in profit or loss, if the
increase In fair value of the nstrmment cat be objectively related to an event accurring
after the impaitment loss was recognized in profit or loss.

-14-



In the case of an unquoted equity instrument or of a derivative asset linked to and must
be settled by delivery of an unguoted equity instrument, for which its fair value cannot be
reliably measured, the amount of impairment loss is measured as the difference betwesn
the asset’s carrying amount and the present valne of estimated foture cash flows from the
asset discounted vsing the historical effective rate of retumn on the asset. '

Classification of Financial Instruments between Debt and Equity ‘
A financial instrument is classified s debt if it provides for a confractual obligation to:

»  deliver cash or another financial asset to another entity;

»  exchange finanoial assets or financial labilities with another entity under conditions
" that are potentially wnfavorable to the Group; or

«  gafisfi the obligation other than-by the exchauge of a fixed amount of cash or another
- financial asset for & fixed number of own equity shares. ’

I the Group does not have an wnconditional right to avoid delivering cash or another
financial asset to seftle its contractual obligation, the obligation meets the definition of a
financial liability.

A financial instrument iz an equity instument only ift (a) the instwment includes no
coniractual obligation fo deliver cash or another financial asset to avether entity} and
(b) if the instrument will or may be settled in the issuer's own equity instruments, it is
either:

= a non-derivative that includes no contractual obligation for the issuer to deliver a
variable number of iis own equity instruments; or '

«  a derlvative that will be settled only by the issuer exchanging a fixed amount of cash
or another financial asset for a fixed number of its own equity instruments.

Fair Value Measnrements , : ’
Fair value is the price that would be received to sell an asset or paid fo transfer a liability

in an ovderly transaction between market participants at the measurement date, The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liabikity takes place either in the principal market for the asset or Lability, or,
i’ fhe ‘absence of a principal market, in the most advantageous market for the asset or
liability. The principal or most advantageous market must be accessible to the Group.

The fair value of an asset or liability is measured using the assumptions that market
participants would nse when pricing the asset or Hability, assuming that market
participants act in their economic best inferest. :

The Group uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fuir value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.,
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All assets and Habilities for which fair value is messured or disclosed in the consolidated

financial statements are categorized within the fair value hierarcliy, described as follows,

based on. the lowest Jevel input that is significant to the fair value measurement as a
* whole: : '

o Level1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;

v TLevel2: inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly; and

» -Level3: inputs for the asset or Hability that are not based on ohservable market
data,

__For assets and liabilities that are recognized in the separafe financial statements on a
reourring basis, the Group deterinines whether iransfers have occurred between levels in
the hierarchy by re-assessing the categorization at the end of each reporting period,

For the purpose of fair value disclosures, the Group has determined classes of assets dnd
liabilities on'the basis of the nature, characteristics and risks of the asset or liability and-
the level of:the fair value hierarchy. '

Property and Equipmen

Property and equipment are recorded at historical cost less acoumulated depreciation,
amortization and impairment losses, The Initial cost of propérty and equipment consists

* of its purchase price, inclnding import duties and nonrefundable puichase taxes and any ’
direotly atiributable costs of bringing the asset to its working condition and Jocation for
its intended nse.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate
agset, os appropriate, ‘only when'it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the itetn can be measured reliably.
The camying amount of the replaced part is derecopnized. All ‘olher repairs and
maintenance costs are charged to profit or loss dwring the period in which these are
incurred. '

Major renovations are depreciated over the remaining useful life of the related asset or fo
the date of the next major renovation, whichever is sooner.

i .
Depreciation and amoitization, which commences when (ke assets are available for its
intended use, are caleulated usibg the straight-line method over its estimated useful life,

Machinery and office equipment is amortized over the estimated useful lives of two (2)to
ten (10) years,

The asset's residual vahies, estimated useful lives and depreciation and amortization

" methods aré reviewed periodically, and adjusted if appropriate, at each reporting date to
ensure that the method and period of depreciation and amortization are consistent with
the expected pattern of economic benefits from items of property and equipment. An
asset’s carrying amount is written down immediately to ifs recoverable amount if the
asset’s carrying amount is greater than the estimated recoverable amount.

The carrying amount of an item of property and equipment is derecognized on disposal;

or when no future economic benefits are expected from its disposal at which time the cost
and related accumulated depreciation are removed from the accounts,
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-Gais and Josses on ‘disposals are determined by comparing the proceeds with the
carrying amount and are inciuded in other operating income/expenses account in the
profit or loss.

Assets Held- for—S&!e
- Assets are classified as assets held-for-sale and stated at the lower of carrymg amount
and fair value less costs fo sell if their carrying amount ia recovered primarily through a
sale transaction rather than continuing use. When the sale is expected to oceur beyond
onis year, the entity shall measure the costs io sell at their present value, Any increase in
the present value of the cots to sell that arises from the passage of time shall be presented
as part of the operating expenses in profit or loss.

An impanment loss is recognized for any initial or subsequent wrlte-down of the assat to
fair value less costs to seil, The Group recognizes a gain for any subsequant increase in
fair value less costs to sell of an asset, not in excess of the cumulative impairment loss
that has been recogmzed

Once classified ‘as held-for-sale, property and equipment are-no longer amortized or
depreciated and any equity-accounted investee js no Ionger equity accounted

When changes to the plan of sale are made the G; oup ceases to classify the nsset as held-
[or-sale, {he Group remessures the asset the Jower of ifs carrying amount before the assef -
vwas classified as held-for-sale, adjusted for any depreciation, amortization or revaluation &
that would have been recognized had the asset not been classified as held-for-sale, and its
recoverable amownt at the date of, the. subsequent decision not to sell. Gain or loss
recognizeil on measurement of a non-current asset classified as beld-for-sale is presented
under the operating income (expense) in the consolidated statements of comprehensive
income, .

An item of asset held-for-sale is derecognized when either it has been disposed of or
when it is permanently withdrewn from use and no future economic benefits are expected
from its use or disposal, Any gaiu of loss-arising on the retivement and disposal of an
item of asset hefd-for-sale (caloulated as the difference between the net dlsposal proceeds

"and. the carrying emount of the assef) is included In profit or loss in the period of
retirement or disposal,

Imp_aumeut of Non-financial Assets

The carrying amounts of property and equipment are reviewed for impairment wheu .
events or changes in circumstances indicate that the cervying amount may not be
recoverable, If any such indication exists, and if the cartyieg amount exceeds the
estimated recoverable amount, the assets or cash-generating units are written dowa to
their yecoverable améunts. The recoverable amount of the asset is the preater of falr
value less costs of disposal and value in use, The fair value less costs of disposal is the
amount obtainable from the sale of an asset in an arm’s length transaction between
knowledgeable, willing parties, less costs of disposal. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects curent market assessments of the time value of money and the risks
specific to the assot. For an asset that does not generate Jargely independent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the
ssset belongs, Tmpaivment losses are vecogaized in profit or Josg in those expense
categories consistent with the function of the ampaued asset,
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An assesgiment is made at each reporting date as fo whether there is any indication that
previously recognized impairment losses may no Jonger exist or may have decreased. If

. such indication axlsts, the recoverable amount is estimated. A previously recognized

tmpairment Joss is reversed only if there has been a change in the estimates used to
determine the asset's recoverable amount since the last jmpaivment loss was recognized.
¥f that is the case, the carryiog amount of the asset is increased fo its recoverable amount.
That increased amount camnot exceed the cawryldg amount that would have been.
determined, net of depreciatiou and amortization, had no impair'ment logs been
recognized for the asset in prior years. Such reversal is recogmzed in proﬁt or loss,
After such a reversal, the depreciation and amnortization charge is adjusted in future
penods to allocate the asset’s revised carrying amount, less any residual vaiue, ona

systematic bagis over its remaining useful life,

Capital Stock
Capital stock is classified as equity. Add;tmnal paid in capital is recognized for the
excess of proceeds of subscrlptmns over the par value of the shares issued.

Tncremental costs directly aitributable to the issuance of ordmary sheres are recognized as
a deduction from equity, net of any tax effects. '

Qeficz
Deficit includes all current and prior period resulis as repcm‘ed in pmf‘ it or loss net of
dividend payments to stockholdeis.

Reveuue and Expense Recogmtlon
Revenues .

Revenue comprises the mvmced value on the sale of goods, net of valuewadded taxes,
returns and discounts, if any.

The Group recognizes the revenue whon the amount of revenue can be reliably mensured,
it is probable that future economic benefits will flow into the entity and specific criteria
liave been met for each of the Group’s activities as described below.

The amount of révenue is not considered to be reliably measured until all contingencies
yelating to the sale have been resolved, The Group bases ifs estimates on historical
results, taking into consideration the type of customer, the type of ﬂansactlou and the
spemﬁcs of each artangement.

Sale of Goods

Sale of goods, including scrap papers, is recognized when the dah\re.ry has taken place .
and when significant risks and rewards of ownership are transferred to customers.

Interest and Other Income :
Tnterest income on bank deposits, net of withholding tax, and other income are recorded
when earned,

" Rental Incone

Rental revenues from operating leasss are recognized in profit or loss on a sivaight-line
basis over the term of the lease agreement.

Cosi and Fxpenses
Costs and expenses are recognized when they occur and are reported in the consolidated

financial statements in the periods to which they relate. Interest expense on the
borrowings is calculated using effective interest method by applylng effective hiterest
rate,
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Leases . ) .
The dotermination of whether an arrangement is, or confains, a lease is based on the
substance of the arrangement and requires an assessment of whether the fulfiliment of the
artangement Is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset. A reassessment is made after the inception of the lease
anly if one of the following applies:

(g) there is a change in contractual terms, other than a renewal or extension of the .
. - arrangement;

- (b) a renewal option is exercised or extension granted, undess the term of the renewal or
extension was initially included in the Jease termy o
{c) there is a change in the determination of whether fulfillment is dependent on a
specific asset; or

(d) there is a substantial change to the asset, '

Where a reassessment is made, lease accounting shall comimence or cease from the date
when the change In circumstances gives rise to the reassessment for scenarios (a), (¢) or
(d), and at the date of rencwal or extension period for scenario (b} above,

Operating Lease . ' - _
Group as Lessor, Leases where the Group does not transfer substantially all the risks and
benefits of ownexship of the assets ave classified as operating leases. Rent income from
operating leases is recoguized as incomé on v straight-line basis over the lsase term.-
Tnitial difect costs incwred in negotiating an operatiug lease are added to the carrying
amount of the leased asset and recognized as an expsnse over the lease term on the same
bagis as rent income, Contingent rents ate recognized as income in the period in which
they are earned, ' :

. Basic and Dﬁuted Earnipgs Por Share (EPS) o ) o
~ Basic EPS is computed by dividing the net income for ihe peried atiributable to equity
lolders of the Parent Company by the weighted-average number of issved and

outstanding conimon shares during the period. N
. For the purpose of computing diluted EPS, the net income for the period affributable to
equity holders of the Parent Company and the weighted-average number of isswed and
outstanding common shares are adjusted for the effects of all ‘potential diluiive
instruments :

Forelgn Currency Tyansactions and. Translation
Transactions and Balances . _ :
Foreign currency transactions are fransiated into the functional currency using the
 exchange rates prevailing at the dates of the transactions. Foréign exchange gains and
losses resulting fiom the settlement of such transactions and from the translation at year-
end exchange rate of outstanding tmonotary assets and liabilities denominated in foreign
currencies are recognized in profit or loss under other expensesfincote,

Income Taxes

Tncome tax sxpense for the year is composed of cutrent and deferred tax. Income tm
expense is recognized in profit or loss except to the extent that it relates to ifems
recognized ditectly in equity or other comprehensive income, in which case it is
recoghized in equity or other comprehensive income,
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Current tix is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantwely enacted at {he reporting dafe, and any adjustment fo tax payable
in respect of previous years,

Deferred fax is recognized in respect of temporary differences between the camying
amounts of assets and Iinbilities for financial repotting purposes and the amounts used fm
faxation purposes, '

The carrying amount of doforred tax assets is reviewed at sach reportmg date and reduced
16 the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized, Unrecognized deferred tax assets
are reassessed at each reporting date aund are recognized fo the extent that it has become. -
probable that fiture taxable profit will allow the deferred tax asset to be recovered,

Deferred tax assets and linbilities are measured at the tax rates that are expected fo apply
in the year when the asset is realized ov the liability is settled, based on tax rates (and tax

laws) fhat bave been enacted or substantively enacted at the reporting date.

Deferred tax lmbﬂ:t:es are recognized for all taxable temporary differences, except:

a  where the deferred tax liability arises from the initial recognition of goodwill or of an
asset or Hability in a transaction that is bot'a business combination and, at the time of
the transaction, affects neither the acuaunting proﬁt nor taxable proﬂt or loss; and

= with- raspect fo tazable temporary differences associated with investments in

_ gubsidiaries, associates and inferests in joint ventures, where the timing of the
* veversal of the temporary differences can be confrolled and it is probable that the
temporary differences will not reverse in the foreseeable futwre.

;Defen'ed tax assets and Labilities are offset, if a lagally enforceable right exists to set off

current tax assefs against current tax liabilities and the deferred taxes relate fo the same.

* {axable eptity and fhe same taxation anthority.

Value-addeqd Tax (VAT), Revenues, expénses and assots are recognized net of the amount
of VAT, except; :

= where the tax incurred on a purchase of assets oy services is not recoverable from the
taxation authovity, in which case the tax is recognized as part of the cost of
acquisition of the asset or as part of the expense jtei, as applicable; and -

»  teceivables and payables that ave stated with the amount of tax inclnded.

The net amount of tax recoverable from, or payable to, the taxation authority Is included
as part of receivables or payables in the consolidated statements of financial position.
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- Provisions - '
Provisions are recognized only when the Group has a present (legal or constructive)
oblipation as a result of a past event, it Is probable that an outfiow of iesources
smbodying economic benefits will be required to settle the obligation, and a reliable
estimate catt be made of the amount of the obligation. If the effect of the time value of
. money s material, provisions are determined by discounting the expected future cash
flows at pre-tax rate that reflects current market assessments of the time value of money
- and, where appropriate, the risks specific to the liability, When discounting is used, the
increase in the provision due to the passage of time is recognized as an’infercst expense,
* Provisfons are revisited, at each reporting date and adjusted to reflect current best
estimate,
Related Party Transactions .
Parties are considered (o be related if one party has the ability, directly or indirectly, to
control the other party or exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered to be related if they are
subject to conumon control, Related parties may be individuals or corporate entitjes,

Opetating Segment : C .

An operating segment is a group of assets and operafions engaged in providing produets
or services that are subject to risks and retwmns that are different from those of the other
operating segments. A geographical segment is engaged in providing product or services '
within & particular economic eriviromment that are subject to risks and returns that are
different from those of segments operating in other economic environment (Note 22),
Operating -segments are reported in a manner consistent with the internal reporting
provided to the chief operating decision maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing performance of the operating
segments, has identified as the chief executive officer that makes strategic decisions. '

All transactions between business segments and infra-segment revenue and costs are
eliminated upon consolidation. Income and expense “directly associated with each
segment are included in determining business segment performance. -

Contingencies o -

Contingent Liabilities are not recognized in the consolidated financial statements but are
disclosed v the notes to the vonsolidated financjal statoments unless the possibility of an
ontflow of resources embodying economic benefits is remots, Contingent assets are not
recognized in the consolidated financial statements but are disclesed in the notes to the
consolidated financial statements when an inflow of economie benefits is probable.

" Events After the Reporting Date - ‘
Post year-end events that provide additional information about the Group’s position at

the reporting date (adjusting evenis) are recognized in the consolidated financial
statements, Post year-end events that are not adjusting events are disclosed in the notes to
- the consolidated financial statements when material,
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4, Significant Acconnting Judgments, Estimates and Assumptions

The prepalatlon of the Group’s consolidated financial statements in accordance with

PFRS requires management to make judgments, estimates and assumptions that affect the

application of accounting policies and fhe amounts of assets, liabilities, income and’
expenses roported in the consolidated financial statements at the reporting date, However,

uncertainty about these judgnents, estimates and assumptions could resnlf in an outcome

that could require a material adjusiment to the carrying amount of the affected asset or

[inbility in fhe funure,

Judgments and estimates are continually evaluated and are based on historical experience
ang othér factors, lncluding expectations of future events that are believed to be
reasonnble under the circumstances. Revisions ars recognized in the period in which the
judgments and estimates are revised and in any future period affected,

Judgments

. In the process of applying the Group’s acconnting policies, management has made the

following judgments, apart from those involving estiwations, which have the most
significant effeot on the amonnts recognized in the cnnsolidated financial statements:

- Operating Lease Coniitments - Group as Lessor/Lessee,

The Group has entered into various lease agreements either as a lessor, The Group had
determined that it retains all the significant risks and rewards of ownerslup of the
properties feased out on operating leases.

Rent income recomized in profit or loss amounted to PG0,771 and P29,521 in 2015 and
2014, respectively (Note 17),

Measnrement of Fair Vﬁ]ues
A number of the Group’s accounting policies and disclosures require the measmemeut of
fair values, for both financial and non-financial assets and labilities. -

The Group uses market observable data when measuring the fau value of an asset or
Jinbility, ‘Fair values are categorized into different Jevels in a fair valne hierarclhy based

. on the inputs used inthe va!uauon techniques (Nots 3).

If the inputs used to measure the fair value of an asset or a liability might be categouzed
i different levels of the fair value hierarchy, then the fair value mesasurement is
categorized in its entirefy in the same level of the fair value hierarchy as the lowest level

- input that is sigpificant to the entire measurement,

The Group' 1ecogmzes tvansfers between lovels of the fau value hwnawhy at the end of
the reporting perfod duriig which the change has occurred,

The fair value of the Group’s financial instruments are disclosed in Note 20.

Going Concernt

Management prepates the Group’s consolidated financial statements on going concern
besis, which contemplates the realization of assets and settlement of liabilities in the
normal course of 'wc:neee. The mapagemsnt plans to continne the Group as 8 going
concerp is discussed i u; Note 1.
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- Estimates and Assumptions

" The key estimates and assumptions 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 statements. Actual results could differ from such estimates:

- Allowance for Impairment Losses on Receivables A

Provisions are made for specific and groups of accounts, where objective evidence of
jpairment exists. The Group evaluates these accounts on the basis of factors that affect
the collectability of the accounts, These factors include, but are not limited.to, the length
- of the Group’s relationship with the related party, average age of accounts, collection
experience and historical loss experience, The amount and timing of the recorded
expenses for any period would differ if the Group made different judgments or utilized
different methodologies, An increase in the allowauce for impairment losses would
" inecrease the recorded selling and administrative expenses and decrease current assets.

The carrying amount of receivables amounted to P24,529 and P39,386 as at
December 31, 2015 and 2014, respectively (Note 6). : ‘

Estimating Useful Lives of Property and Equipment - . ‘

The Group estimates the useful lives of property and equipment based on the period over
_which the assets are expected to be available for use. The estifnated useful lives of
_property and equipment are. reviewed periodically and are updated if expootations differ

from previous estimates ‘due to physical wear and tear; technical or commercial

obsolescence and legal or other limits on the use of the assets. '

" In additi.on, estimation of the useful lives of property and equipment is based on )

collective assessment of industry practice, internal fechnical evaluation and experience
with similar sssefs. It is possible, however, that future financial performance could be
materially affected by changes in estimates bronght abowt by changes in factors
" mentioned above, The amounts and tuning ¢f recorded expenses for any period would be
affected by changes in these factors and ciroumstances. A reduction in the estimated
useful lives of property, plant and equipment would increase recorded costs aiid expenses
and decrease noncurrent assets.

The carrying amount of the’ Gmup’é property and equipment as at December 31, 2015
and 2014 amounted to P60,620 and P61,466, respectively (Note 9},

Impairment of AFS Equity Fineniclal Assels _

The Group follows the guidance of PAS39 in determining when an AFS lnvestment is
other-than-temporarily impaired, This determination requires significant judgment. In
making this judgment, the Group evaluates, amiong other factors, the duration and extent

" {0 which the fair value of an investment is less thax its cost; and the financial health of

and near-ternt business outlook of the investes, including factors such as industry secior
performance, and operational and financing cash flow.

No allowance f;)r impairment losses on ATS financial assefs was recognized as of
December 31, 2015 and 2014, respectively. The camrying amount of AFS equity financial
assets as at December 31, 2015 and 2014 amounted to P20,799 and P13,346 (Mot 10)_.




Tpairment of Non-financial dssets : _
PERS requires that an impairment review be performed on prepaid expenses and other -
current assets, assets held-for-sale and property and equipment when events or changes in
circumstances indicate that the carrying amount may not be recoverable, Determining the
recoverable amounts of these assefs requires the estimation of cash flows expected fo be -
generated from the continued use asd ultimate disposition of such assets, While itis -
believed that the mssumptions used in. the estimation of fair values reflected in fhe
Gonsolidated financial statements are approprlate and reasonable, significant changes in
these assumptions may materlally affect the assessment of recoverable amounts and any

. resulting impairment loss could have a material adverse impact on the financial
performance,

Based on the asseasméut of the Group, certain non-financial assets are fo be provided
with allowance for impairment, - . :

Allpwance for impairment on CWTs amounted to P7,993 as at December 31, 2015 and
. 2014 (Note?). :

Accumulated impairment losses on assets held-for-sale amounted fo P222,472 as at
" December 31, 2015 and 2014 (Note 8).

No impairment loses was recognized on property and equipment as at December 31,
2015 and 2014 (Note 9). :

Estimating Realizability of Deferred Tax Assels -

* *'The .Groitp reviews its deferred tax assets at each reporting period and reduces the
catrying amount to the extent that it is no Jonger probable that sufficient taxable profit
will be available to allow all or part of the deferred tax assets to be utilized, The Group’s
assessment on the recognition of deferred tax assets on deductible temporary difference is

. based on the projected laxable income in the following periods, The management
considered it probable that future taxable profits would be available against which such
losses can be used, -
Deferred tax assets have not been recoguized as at December 31, 2015 and 2014 because
menagement believes that it is not probable thet future taxable profit will be available
against which the deferred tax assets may be utilized (Note 18} '

~  Provisions and Contingencies : _
The Group, . the ordinary course of business, sefs up appropriate provisions for its
present Jegal or constrictive obligations, if any, in accordance with its policies on
provisions and contingencies. In recognizing and measuring provisions, management
takes riskc and uncertainties into accouat,

No provision for probable losses was recognized in the Group’s consolidated financial
" statements for the years ended December 31, 2015 and 2014,

5. Cash

The Groug's cash in bank earns annual interest at the respective bank deposit rates.
Interest income from cash in bank amounted to P15 and P5 in 2015 and 2014,
respeciivaly

(tlote 17).
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- 6, Reeeivables

This account consists of:

' e  Note - 2015 2014
Trade receivables - : .
Third parties _ ‘ P35,480 P40,748
Related partles 13 T 1067
Other receivables . 14 29,808 31,756
. : : 65,378 78,611
Less: allowance for impairment Josses o -
Trade receivables ) -
. Third parties (35,480) (35,374)
Related parties ‘ . ’ (107
Other receivablos : (5,369) (3,744)
(40,349) - (39,225)
2021 P52 P39,386

Other receivables pertain fo receivable from ren’tai incoine, scrap sales transactions and

rennbuasemants af coats incurred in be.ha[f of trede customers,

Changefs in allowanca for jmpairment losses as at December 31 are aé_ follows;

2014

3 _ “Note 2015
Balance at beginning of year ' P39,225 P48,530 . -
Provisions A 16 1,624 -
Write-off ~ - (5,305)
Balauce atend of year _ © 140,849 "P39,225
"7, Prepaid Espenses and Other Current Assefs
...... . This account consists of: |
- 2015 2014
Creditable withholding tax-_ . . . P8T042 P97,443 -
Allowance for impairment Josses (7,993) {7,993)
. 79,049 89,450
Toput VAT . 01,447 72,096
: ’ P140,496 P161,546

Creditable w:thholdmg taxes pertain to taxes withheld by the Group’ 8 customers which

can be applied against future income tax liability.

Tnput VAT represents accumulated input taxes from purchases of goods aud services for

business-operations which can be applied against future output VAT.
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8,

Assets Held-for-Sale

As at December 31, 2015 and 2014, the Group has remaining assets and shares of stocks
in an dssociate classified as assets held-for-sale which are sub_]ect to disposal under-the
provisions of the Amended Agreament in 2010 as discussed in Note 1. The assels and

" shares with defrils below are measured at carrying amount which is lower than fair value

- Jess cost to sell. -
. Building and
Imresmlent in  Land and Jand Building - .
- an Astociate Improvements Improvemnents Tofal
- Cost of Assets
January 1, 2010 - P417,770 P941 117,592 PS36,312
Accumuiated Share in Net’

Losses . )
January 1, 2010 (28,013) - - (28,013)
Share in ﬁnano:al performanoce _— '

for the year . (55,197 .. - (55,197}

: " (83,210) - - (83,210)
Allowancs for impairment - (199,767) - (22,705) (222,472)

Carrying amount reclassified ay

asset-hold-for sale in 2010 . 134,802 94 94,387 230,630
Asset-Teld-for-Spnle . . , '
January 1, 2014 - © 120,849 541 94,887 216,677
Disposals : - (941) (94,887)  (95,828)

December 31,2014 and 2015 P120,84% P - . P120,849

The disposal of assets held-for -sale in 2014 resulted fo a loss of P6,542 presented as part
of “Other income (expenses)’ in the consolidated statements of comprebensive income

(the 17)

9, Property and Equipment

The movemenss and balances of property and equipmmfi ag at December 31, 2015 and
2014 are ag follows:

2015 2014
Cost | '
Balance at begnmmg of year P67,193 20,290
Additions: 10,706 . 46,903
Balance at end of year ) 71,899 67,193
Accnmulated Depreciation ‘
Balance at beginning of year 5,727 2,445
Depreciation 11 11,552 3,282
Balance; at end of year : o 171,279 5,727
Carrying Amount - P60,620 P61,466

n 2015 and 2014, the Group acquired certain machinery and equipment for the purpose
of rental to interested parties (Note 17),
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10 Avatlable-fur—Sale Financial Assets
The account consists of investments in shares of stock of utility compames snd
-polffcountry club memberships which the Group does not intend fo dispose in the
ghort-term and as such, were desxgnated as available-for-sele financial assets.

These mvestments were measurec_i at fair value based on quoted. prices as at
December 31, 2015 and 2014,

Detnils of available-for-sele financial assets are as follows;

Note 2015 2014

Cost ’ -

Balance at beginning of year P13,001 P10,861
Purchase =~ - , 12,082 2,230

Disposal . {928) -
Balance ai end of year _ - 24,243 13,091

. Chenges in Fair Value - o _ :

Balance at beginning of yeat 255 -
Changes in fair value ] {3,70:1) 255.
Balance at end of year o (3,446) 255
: C 21 P20,799 P13,346

11. Trade Payables and Othe: Current Linbilities
This account consists of
Note . 2015 2014
Trade payables - ‘ _ 32,860 P78,667
. ' Amounts owed to related paities 13 75,701 75,701
; o ' ' Payable to an associate 13 18,076 18,067

oo . Accrned expenses #,336 3,169
Other payables : - 3,053 “ 1,122
20,21 P136,026 P176,726

'I‘lade payables manﬂy pertain to purchase of machivery and eqmpment and scrap
materials. . .

Accrued expenses include repairs and maintenance, professional, security and other
services, and utility payables.’

Other payables consist mainly of advances from sr.ippiiers_as payment for the long-
outstanding real propesty taxes of SCPC.
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C 12 Long-‘I‘ez"m Borrowings

This account consists of;

Note - 2015 . 2014

* Greenkraft Corporation P258,633 P261,471
Roxburgh Investment Limited 180214 187,723
13,20, 21 P438,847 P449,194

The above secured loans were originally obtained from lending banks under the Omnibus
Agreement’s revolving woiking capital facility subject to annual inferest rafes prior to
assignment of the Joan to third parties in 2006. The above creditors/lenders are now
considered related parties of the Parent Company following the dacion arrangements in
2010 and ré-nssessment of relaied party relationship during the year (Note 1),

The property and equipment of the Parent Company and its subsidiaries and present and
future receivables of its subsidiaries are used as collateral in accordance with the
- Amended Agreement. The fair value of assets, which includes investment in an assoojate, -
- land and land improvements and building and building improvements, pledged as
securify amounted to P120,849 as at December 31, 2015 and 2014.

Further, the Amended Agreement provides for certain affirmative and negative covenants

* subject for ¢omplidnce by the Parent Company and its subsidiaries and payment terns as

discussed in Note 1 which is due afier completion of dacion en pago or sale of properties.

" Upon ‘approval of the Awmended Agreement, the above-mentioned creditors are aware of

the Parent Company’s non-compliance with eovenant due to the Parent Company’s
financial condition and such will not be a grovund for defauit on the Amended Agreement.

As discussed in Note 1, the accrued interest which was capitalized as part of the loan
principal in 2010 in accordance with the Amended Apgreement, was condoned by its
major creditors in 2011 amounting to P294.6 million, In addition, the acorued interest in
2010 amounting to P13.1 million was also reversed in 2011 in relation to the 2-year grace
period provided by its creditors. : :

13. Related Party Transaction

_ The Group, in the normal course of business, has transactions with related parties. An

assessment is undertaken at each financial year by examining the financial position of the

. related party and the paarket in which the related paity operates.
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As at December 31, 2015 and 2014, outstanding balances arising from related party
transactions are as follows: :

Amouats  Amounis
. Owed by “Owed to .
M - Amoust&f  Releied Reladed  Long-leem .
. . Yeay  Ngtz  Transaelion Partles Poriles  Borrowiops Terms Condlilons
o Erlliles vinder
Counnins .
Muanegemant .
Advm-tes w15 6N P IS FI5701 P Payablefcollectible op
2004 - 107 75,701 = . demand; non-Interest  Unstenred; ©
henelap o Jmpalrment
Rental 2015 FE A i Y ) | 16,256 - - Payshiefeotlectible Tnsecored)
- o demmandy non- no Impnlyment
20 29,521 23,684 - - Interest besslag .
Assoclale s " .
Tentds prynbles 2018 n - - 18,076 «  Poyobleondemandi  Unsecured
2914 . - 18,067 ~  nondnterest bearing
Shareholdzrs .
Bommowiips | . 1015 12 - - - 435,847 TPagableln quarierly  Secored
. 2014 - - - 445,394 lostoilmenls for 25
- yzars, Inteyect-bearing
P 2015 P16,256 33,771 PaaB 4T
i § = =
L Phgee Padond

atH . pagsl

a.

Amounts owed by related parties consist mainly of non-interest bearing advances for
worlking capital requirements with no definite repayment dates, These are expected to
be settled in cash. ' : oo '

" Amounts owed to related parties represent amount due from various corporate and

individual related parties for reimbursements of expenses. These are expected fo be
settled in cash. . : .

There is no key management compensation as the Group’s finance and administrative
functions are being handled by a related party under common confrol without any

charge.

14, Significant Agreements

[ ' Lease Agreement

: The Group, as a lessor, entered into a lease contract with SMPC, a company under
commnen control, for certain machinery and equipment. The lease contract is for a period
of one year and automatically renewed or extended for further one-year period under the

game terms and conditions as agreed upon by Dboth parties. Rental income from this
transaction amounted to P60,771 and P29,521 for the years-ended December 31, 2015
and 2014, respeoctively (Notes 13 and 17).
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15. Cost of Sales and Sgrvices

. This account consists of:

2615 2014 2013
Cost of Sules : .
Raw materials, January 1 ‘ P - P-. P128,312
-Add: Purchases ‘ . 44,354 17,335 565,380
Total raw materials : ' 44,354 17,335 693,692
Less: Raw materials, December 31 - - (105,962)
Raw materials used 44,354 17,335 587,730
Direet labor - - 19,677
Factory overhead - - 44 883
_Total manufacturing cost 44,354 17,335 652,290
Add: Work~in-precess,_Iam‘tary. 1 - - : 4,536
Total goods available for .
manufacturing ‘ 44,354 17,335 656,826
Less: Work-in-process, December 31 - - - (8,104)
Total goods manufactured - 44,354 17,335 648,722
Add: Finished goods, January | - - - - 11,363
Total goods available for sale : 44,354 17,335 660,085
Yiess: Finished goods, Decembey 31 - - {12,977
V 44,354 17,335 647,108
Provision for inventory obsolescence - = (5,154
44,354 17,335 641,954
Cost of Services ‘

. Material used - - 8,794
Salaries, wages and benefiis . . - - 4,319
Rent; utilities and office expenses - - 4,437

. Depreeiation ‘ .- - 2,072
- Supplies . ‘ - - 1,623
Othets » - " 1,787
’ . - 23,032
P44.354 P17,335 P664,986

Details of factory overhead for the year ended December 3 1, 2013 are as follows:
2013
Utilities P9,673
Rent and office expenses 9,609
Depreciation 9,136
Manufacturing supplies 7,396
Repairs and maintenance 4,533
Oufside sekvices 2,398
Insurance, taxes and licenses 1,084
Power, fuel and oil 923
Others 126
P44,883
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16, Opéerating Expenses

_ ‘This.account consists of:

2013

. . Note 20015 . 2014
Depreciation 9 Pi1,552  P3,282 P2,231
Repairs and maintenanco 4.451 . 450
Provision for impairment of receivables - [ 1,624 - 1,283
Professional fees, security and owtside services 1,750 1,701 3,040
Insurance, taxes and licenses 449 237 5,160
Salaries, wages and employee benefits 402 336 10,783
Rent, uitlities and office expenses 51 234 2,407
Transportation and travel 38 130 -
Delivery - - 7,947
Representation and entertainment <. 262 5270
Othars . 598 482 4,433

_P20915  PG,664 P43,004
17, Othef Income (Expenses)
This abcmmf:- consists of;

. Note 2015 2014 2013
Rental income : 9,14 PeRI7T1 P29,521 ¢ P5,400
Dividend incoine 10 - 332 191 -
(inin on zele of AFS financial assets 202 - -
Interest income from banks - 5 15 5 38
Forelgn exchange gain - net : 15 1 -

. Reversal of long-outsianding irade payables - 1,180 3,971
Loss on salé of asset held-for-sale - 6,542) -
 Wiite-off of accrnals - - - 32,353
. Loss on disposaj of a subsidiary - - (135,107)
Otherg - net 1,008 {1} 8,807
P24,355  (P84,340)

P62,343

18, Income Taxes

Income tax expense pestains to cument tax expense amounting to P13,883, P614 and
P10,147 for the years ended December 31, 2015, 2014 and 2013, respectively.
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- The reconciliation of the income tax expense compuied at the statutory income tax rates

to the income tax expense recognized in profit or loss is as follows:

. 2015 - 2014
" Income before incorne tax P41,557 | P17,800
Twx stetutory tax rate of 30% P12,467 P5,340
Adjustments to income tax resulting from tax effects oft ,
Movement of NOLCO . 833 156
Movement of MCIT (1,300) 614
Non-deductible expenses “ 53
Reversal of acoruals " (28)
* Tnferest income subjected to final tax “@ (2)
"Dividend income (100) (57
- Unrecognized deferred income tax assefs on temporary -
dlﬁ'erances - 1,087 {5,462)
P13,883 Pol4

The Group has varecognized deferred tax assets on the following temporary diﬁ'efences,
and unused net operating loss cmyover (MOLCO) and credits (nnmmum corporate

‘ingome 1ax).

2015 2014
Temporary differences: _

Impairment losses of investment in associate P19%,767  P199,767 -
Impairment losses of receivables 12,255 11,768
Allowance for impairment loss on CWT 2,398 2,398

. _ ) 214420 213,933
NOLCO - ‘2,404 21,517
MCIT 152 1,396
P216,975 P236,846

" The qup has NOLCO amountmg to P8, (}13 Bs at Decembel 31 2015 which can be
camed forward as deduction agamst futare taxabla income as follows:

Year Incurred

Amowt Bxpned!Apphed

Balance Date of Expiry

2013 P96 P - P96 . 2016

2014 5,141 (668) 4473 2017

2015 3,444 - 3,444 2018
P8,681 (P668) =  PR0I3.

The Group has MCIT amounfiug to P152 as of December 31, 2015, which can be carried
forward as deduction against fiture taxable income as follows:

- Year Incurred

Amount  Expired/Applied

Balance Date of Expiry

2012 Fos2 (P682) pP. 2015

2013 130 " (130) - 2016

2014 614 (462) : 152 2017
P1,426 F1,274) P152




19, Equity anﬁ Earnings Per Share
Equity

Parent Company’s capital stock consiats of:

Par Value Amount in

L No, of Shares | Per Share Thousand
Authorized -1,000,000,000 -l P1,000,000
Tssued and outstanding 1,080,000,000 l1- 1,000,000

At incorporation date, issued shares amounted to P876,182 thousand with share preminm
of P290,816 thousand. As disoussed in Note 1, the Pavent Company’s loans were
restructuréd fn October 2010 and unissued shares of 123,818,000 amounting to P123,818
‘thousand which were issued to a creditor to settle portion of the loan and the balance of
P123,818 thousand was recognized as part of additional paid-in capital account.

Earpiig sj&’er Share
Basic and diluted earnings/loss per common shave in centavos for the years ended
December 31 is caleulated as follows:

R 15 2084 200
Net Incouie (loss) for the year P27,674 P17,186 *  (P76,170)
Divided by weighted average . ' ' S

irsniber of commmon shares, in .

thousands : 1,009_,000 1,000,000 1,000,000
‘Basic and diluted earnings/Toss -
per share P0G277  POJLT72 (P0.0762)

There are no dilutive shares used in the computation of the earnings per shaies, hence
basic eamings per share is the same with the dilutive earnings per share.

20, Financial Risk and an)ital Management, Objeetives and Pol.iciés

Dbjectives and Policies . :
The Group has siguificant exposure to the following financiat risks primarily from its use
of financial instrdments.

»  Liquidity Risk
= Credit Risk
= Market Risk

This note presents information about the Group's exposure to each of the foregoing risks,
the Group’s objectives, policies and processes for measuring and managing these risks,
and the Group’s management of capital,

The BOD has the overall responsibility for the establishiment and oversight of the
Group's risk management framework. '

Liguldity Risk. Liquidity visk pextains to the risk that the Group will encounter difficulty

in mesting obligations associated with financial liabilities that are settled by delivering
cash or another financial asset.
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The Group's objectives in managing its liquidity risk are as follows: a) to ensure that
adequate funding is available at all fimes; b) to meet commitments as they arise without
- incwring unnecessary costs; ¢) to be able to access funding when needed at the least
possible cost; and d) to maintain an adequate time spread of refinancing maturities,

The table below sumumarizes the matuilty profile of the Group’s ‘financial assets and
financial liabilities besed on contractual wndiscounted payments unsed for lquidity
matuagement. : : :

Carrying Contractual Iyenror Moreilhnm

December 31, 2015 Amount  Cash Flow lesd 1Yenr
Finaneinl Assets : ’
Cash P5,554 75,554 P5,554 P -
. Receivables - net 24,529 24,520 24,829 -
Finnnoclal Linbilitles , .
Trade payables aud other current Labifities 136,026 136,026 136,026 -
Long-term bomrowings 438,847 1,175,528 19,123 1,156,402
Corrylng  Contrachsal Iore than |
Decenber 31, 2014 Amount _ Cash Flow_ 1 yenr or less § Year
Financial Assels ' . ]
", Cash ’ e P3,147 P3,147 3,147 N
. Recelvables-nct T 39,386 39,286 39,386 -
* Financial Liabilities
~ “Trade payables end other current Habilities - 176,726 176,726 176,726 -
Long-term borrowings 449,194 1,194,648 24,708 1,169,940
Credit Risk o

Credit risk is the risk of financial loss to the Group if a countelpaﬁy to a financial
-instrument failé to meet its contractual obligations.

The Group has established controls and procedures in jts oredit policy to determine and’
monitor the credit worthiness of its counferparties. The:Group manages its credit risk
mainly through the-application of transaction Limits and close risk monitoring, It is the
Group’s .policy to enter .nfo transactions with a wide diversity of oreditworthy
counterparties to mitigate any significant goncentration of credit risk.,

The Group has regular intéinal. control reviews to monitor the granting of credit .and
management of credit exposures.

The gross maximum exposure of the Group to credit risk as at December 31, 2015 and
2014, without considering the effects of collaterals and other risk mitigation techniques,
{s presented below. - ' | o .

Note - 2015 2014

Cash . P5,554 P3,147
Receivables 6 65,378 78,611
P70,232 P81,758




The aging of receivables at the reporting dates is as follows:

December 31, 2015
. Net
Gross Reslizable
Amount Jmpairment . .Value
Trade receivables: ' :
Current P24,529 P - 24,529
-Past due '
More than 365 days 40,849 40,849 -
P65,378 140,849 P24,529
December 31, 2014
Net
Gross Realizable
Amomt Tmpairment Value
- Teade receivables:
Current - P31,694 P - P31,694
Pagst due )

.-1-30 days o 1,354 - 1,354
31-60-days 1,334 - 1,334
61-80 days 2,630 - 2,630
More than 365 days 41,599 39,225 2374

' . P18,611 P39,225 P39,386

The table below shows the credit guality of he Group’s financial assets as at
December 31, 2015 and 2014:

Decemb:rsl,zﬂlsl‘ 't N:hhcrl’as!bunnnr!mgnlud .

Fatt Boe
. . Medlen but nol .
__Hiph Grade Grode  Low Grade Totad. . Imipalred Tmpalted Tolal
Cath P5,554 ¥ P-. P5564 y- P 5,554
“Hecelvabiiog 24,529 - - o ] - . 40,149 65378
. PIDGE3 T B B30,CRY | | JC 40,929 P70,932
Deeemberal, 7034 . Nritanr Past Dncm';'rhngal.rcd - PatDue
. Medinm - butnot
High Grade Goads __ Low Orade Tawl Jmpaired Lmpalred Tohl
Cosht’ ™I P P - 3,147 P P - P3,147
+ Reccivaliles 31,694 - L) 3,694 7692 39,228 78,611
P34,841 P P~ P34,841 Fiheoz Fagzas 81,758

Tt is the Group’s policy to maintain accurate and consistent risk ratings soross.the
financial assets which facilitates focused management of applicable risks. The Group
utilizes an internal eredit rating system based ou its assessment of the quality of the
financial assets. -

- The Group classifies its unimpaired receivables into the foliowing oredit grades:

High Grade - This pertains to accounts with a very low probability of default es
demonstrated by the customer/debtor long history of stability, profitability and diversity.
The customer/debtor has the ability to raise substantial amounts of fimds through the
public markets. The customer/debtor has a strong debt service record and a moderate use

of leverage.
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Medium Grade - The customer/debior has no history of default. The customer/debtor has
sufficient liquidity to fully service its debt over the medium ferm. The oustomer/debtor
has adequate capital to readily absorb any potential losses from its operations and any
-reasonably foreseeable contingencies. The customer/debtor reported profitable operations
for it least the past 3 years.

Low Grade - The customer/debtor is expected to be able to adjust to the cyclical
downturns In ils operations, Any prolonged adverse economie conditions would however
_ ostensibly create profitability and liguidity lssues. Operating performance could be
_ marginal or on the decline. The customer/debtor may have a history of default in Interest
but must have reguiarized its serviee record to date. The use of leverage is above industry
standards but has contributed to shareholder valve,

Market Risk . :
Market risk Is the risk that the changes in market prices, such as foreign exchange rates,
interest rates and other market prices, will affect the Group’s income or the value of iis
holdings in fingnoial instruments. The objective of market risk management is to manags
and control market risk exposures within acceptable parameters, while optimizing the
return, C

Interest Rate Risk : . _
Interest rate risk is- the risk that the foture cash flows of a finaneial instroment will
- fluctuate because of changes in market interest rates,

The Group’s exposures to interést rate risk relates primarily to the Company’s loﬁg-tem.u
* borrowings.

The Group manages its interest rate xisk by limiting its borrowings to long-term loans
with fixed interest rates over the term of the loan,

The primary objective of the Group's capital management is to ensure that it maintains a
strong credit rating and healthy capital ratios in order to support its business mnd
maximize shareholder value, :

Total capital being managed by the Group consists of capital, additional paid-in capital
and deficit as shown in the consolidated statements of financial position.

The Group manages its capital structure and makes adjustments in the light of changes in
economic conditions, : -

The BOD has overall responsibility for monitoring capital in proportion to risk. Profiles
for capital ratios are set in the light of changes in the Group’s external environment and
risks undestying the Group’s business, operation and industry,

The Group monitors capital on the basis of debi-to-equity ratto, which is calculated as -
total debf divided by total equity. Total debt is defined as fotal liabilities, while equity is
fotal equity as shown in the consolidated staterments of finaticial position,

There were no changes in the Group’s approach to capital management during the year,
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21, ¥inancial Instruments

Cash and Receivables. The carrying amounts of cash and recelvables approximate fair
values due to the relatively short-term maturities of these financial instruments.

AFS Finianetal Assets, The fair value of quoted AFS equity secnrities is determined by

 reference to their quofed bid prices at the reporiing date (Level 1). The fair values of

. unlisted AFS finanocial assets are based on cost since thers is no realizable basis for fair
value, ‘ ’ '

Trade Payqbles and Other Curvent Liabilities. The carrying amounts of frade payables
and ofher curent®liabilities approximate fair value due to the relatively short-term
maturities of these financial instruments.

Long-term Borrowings. Long-term borrowings is reported at its present vﬁlue, which
. approximates the cash amonnts that would fully satisfy the obligations as of reporting
" date. The carrying amount of long-term borrowings with ananal interest approximate its
fair value, -

" 722, Segment Information .

The primary reporting format of business .segments are the aveas of operations
comprising the manufacturing of corrugated carton containers, and other segment for
administrative services and lease of properties, The Gronp’s business segments operate
in two main geographical areas namely Mindanao and Cebu. The business segment in
Mindanao was sold in 2013 while Cebu operations bas temporarily ceased in 2008.

The Group's 'dper_aﬁng' segment is only its manufacturing plant in Mindatao and leass of
property with the following informatlon in 2015, 2014 and 2013, respectively:

2015
R . All Other
, _ Manufacturing Segients } Total
Revennes: '
Tioduct eales P - P 44,483 P44,483
* Rental income - 60,771 60,771
Total segment revenues P . P105,254 105,254
Tatal segment operating profit P - P49,348 P49,348
2014
- All Other
Mannfachuing Segments Total
Revenues: - .
Pioduct sales P - P17.444 P17,444
Rental incoms - 29,521 29,521
Total segment revenues P - 46,965 P46,965
Total segment operating profit P - P26,348 P26,348
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2013

Al Other

Mannfacinring Segments Total
Revenues; S
- -Net product sales P7106,658 P - P710,658
Services, rent, and inferest ‘
income 15,649 5,400 21,049
Inter—segmeut rent and interest T '
__ncome - - . w (5,400) (5,400)
Total segment revennes P726,307 P - ' P726,307
Total segment operating profit P61,321 P - P61,321

The segment assets and liabxlmes for the years ended December 31, 2015, 2014 and 2013

are as follows:

_ All Other

Manufacturing Segment Total

. 2015 ' i ..
Segment assets _ P~ P361 573 P361,573
Segment liabilities - S - 177,743 177,743

2014 | S )
Segment assels 33,385 386,671 440,056
_Sepinent liabilities 2,048 230,473 232,521

2013 .
Segment assets 109,627 493,231 602,858
Sepraent linbilities 57,990 788,683 . 846,673

The segment capital expenditure, depreciation and amortization expense for the years

ended December 31, 20135, 2014 and 2013 are as follows:_

All Other

" Mapufachiring _ Segments * Total

2015 - .

Capital expenditie S _ P.- P10,706  P10,706

Depreciation aud amortizatmn expense - 11,552 11,552
2014

Capital expenditure . - 46,903 . 46,903

Depreciation and amortization expense - 3,282 3,282
2013 o

Capital expendmne - P11,526 P11,526.

Deprecintion and amortization expense - 1,926 1,926

-38-



. 23, Comamitments

"In the normal course of .business, the Group entered info various outstanding
commitments and cuntingent Habilities, such as commitnients on clalms under litigation
which are not shown in the consolidated financial statements, includmg pending tax
assessiments that are presently being contested.

In the opinicn of management and based on the advice of its external legal counsels, the

ulthinate disposition of the foregoing commitments and contingencies will not have a
significant effect on the financial condition or operating results of the Group.
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REPORT OF INDEPENDENT AUDITORS ,
TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
SECURITIES AND EXCHANGE COMMISSION '

The Board of Directors and Stockholders
Steniel Manufacturing Corporation
Gateway Business Park ,

Barrio Javalera, Gen. Trias, Cavite

- We have audited, in accordance with Philippine Standards on Auditing, the consolidated financial
o . statements of Steniel Manufacturing Corporation and Subsidiaries as at auid for the year ended |
December 31, 2015, included iu this form 17-A, and have issned onr report thereon dated April 5,

2016. . "~

Our audit was made for the purpose of forming an opinion on the basic consolidated financial
statements of the Group taken-as a whole, The supplementary information included in the -
following accompanying additional components is the responsibility of the Group's management.
Such additional components include: : o

s Map of the Conglomerate
= Schedule of Philippine Financial Reportiiig Standards
a  Snpplementary Schedules of Annex 68-E

This supplementary information is presented for purposes of complying with the Securities
Repulation Code Rule 68, As Amended, and.is not & required part of the basic consolidated
financial staterents. Such information has been subjected to the anditing procedures applied in
. the audit of the basic consolidated finaucial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic consolidated financial statements taken as & whole.

R.G. MANABAT & CO,

CPA Tivense-Nor0045177 :
SEC Acoreditation No. 0027-AR-4, Group A, valid until August 24, 2018
. Tax Identification No, 106-197-186
BIR Accreditation No, 08-001987-6-2013
Tssued May 9, 2013; valid until May 8, 2016
. PTRNo. 5321509MD
© Ispued January 4, 2016 at Makati City

April 5,2016
Makati City, Metro Manila
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Framework for fhe Prepdralion and Presenlatlon of Financlal
Stalements ’

Conceplual Framework Phase A: Objecllves arid qualiiative
charactenisiics | '

PERSs Praclice Stalement Management Commentary

Phlllppine Financlal Reporiing Standards

FFRS 1 Fisi-fime Adoplion of Philippine Financlo! Reporling
{Revised) {Standards

Amendmens to PFRS 1 and PAS 27; Cosl of an
ivasimen in o Subsidiary, Jolntly Conlrolled Entily of
Associale :

Arnenciments to PFRS 1: Addilional Exempiions for Firsh-
ime Adoplers . _—

Amendment {o PFRS 1: Limiled Exemplion from
Compuraiive PFRS 7 Disclosures for Fiisi-time Adoplers

Amendmenis 1o PFRS 1: Severe Hyperinflation and
removal of Fixed Dale for First-iime Adoplers

Amendmenls to PFRS 1: Govemnmeni Loans

Annual Improvemenls 1o PFRSs 2009 - 2011 Cycle: First-
fime Adopilen of Phllppine Finonctal Reporling
Slondards ~ Repeated Applicailon of PFRS 1

Annual iImprovements Yo PERSs 2009 - 2011 Cycle:
forowing Cost Exemplion

Annual improvements to PFRSS 2011 - 2013 Cycle: PFRS
vession Ihatl o first-lime odopler con apply ‘

PFRS 2 Share-based Payment

Ameandimenis jo PERS 2: Vesting Condilions cnd
Cangeliaiions

Arnendmenls 1o PFRS 2: Group Gash-selfled Share-
based Paymeni Transactions

Annug Improvemenils fo PFRSs 20102072 Cycle:
Meaning of 'vesting condifion’

PFRS3  |Busiriess Comblnafions

(Revised) 1 Improvemenis to PFRSs 2010 - 2012 Cycle:
Classifieallon and meosurement of contingen!
consideration ’ )

Annual Improvements fo PFRSs 2011 - 2013 Cycle: Scope
exciusion for the formation of jolnt arrangements

PFRS 4 Instirance Corilracls

Amendments {o PAS 39 and PFRS 4; Financial Guarontes
Conlracls

PFRE 5 Mon-curren! Assels Heid for Soie and Disconiinued
Operafions

Arnual improvements jo PFRSs 2012-2014 Cycle:
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Changas In method for disposal

Exploration for and Evaiuation of Mineral Resources

Financlo! Instruments; Disclosures

Amendments 1o PFRS 7: Transition .

Amendrnents 1o PAS 39 and PFRS 7: Rechassiiicalion of
Financlal Assels : :

Amendments io PAS 39 and PFRS 7: Reclassificatlon of
Financlal Assels - Effeciive Date and Transilion

Amendmenis 1o PFRS 7: improving Disclosures aboul
Elnancio! Instruments

Amsndmenls 1o PFRS 7: Disclosures - Transters of
Financlal Assels . : .

Amendments io PERS 7: Disclosures - Offsetiing Finonctal
Astels ond Financiol Labliiies :

Amendmenis 1o PFRS 7: Mondatory Eifective Dale of
PFRS ¢ anid Transilion Disclosures :

Anriual Improvernents [o PFRSs 2012 - 2014 Cycle:
*Gonfirving involvement' for servicing conlracls

Annudl lmprovemants 16 PFRSs 2012 — 2014 Cycle:

1Offselling disclosures In condensed intarfintfiiancial

stalemens

PERS 8

Oparaling Seamenis

Annual improvements to PERSs 20102012 Cyule:
Disclosures on the aggregalion of operaling segmens

PFRS ¢

Finenclal Insluments

Hedge Accouniing and amendmenis fo PERS 9, PFRS 7
and PAS 37 ' C

PFRS ¥
(2014)

Financial Insiurments

PFRS 1D

"t consolidoted Financlal Siolements

Amandmends to PFRS 10, PFRS 17, and PFRS 12: .
Consclidated Financlal Statements, Jolnt Arangements
and Disclosure of Inlerests in Other Eniilles: TransHion
Guidance '

Amendmenis 1o PERS 10, FFRS 12, and PAS 27 {2011):
Invesiment Eniifles :

Amendmenis lo PFRS 10 and FAS 28: Sale or
Conliibufion of Assels belween an nvestor and lis
Assoclale or Jolnt Venlure

Amendments to PFRS 10, PFRS 12 ond PAS 28! Investment
Enfllies: Applying Ihe Consolidalion Exceplion

PFRS 11

Joinl Atrangemenis : .

Amnandments fo PFRS 10, PFRS 11, ond PFRS 12:
Consoiidaled Financicl Statements, Jolnl Arangements
and Disclosure of Inferests In Other Enfilles: Transillon




Guldance

Amendments to PERS §1: Accouniing for Acauilsiions of
Interssts In Jolnt Operclians .

PFRS 12

Disclosure of Inferests in Other Eniilles

Amendmenis io PFRS 10. PFRS 11, and PFRS 12:
Consolldalad Bnanclal Stalemenis, Joint Amangements
and Disctosure of Interests In Other Enillies: Transifion
Guldance L

Amendmanis 16 PFRS 10, PFRS 12, ond PAS 27-(2011):
Invesiment Enfilles - )

Amendmenis to PFRS 10, PFRS 12 and FAS 28 Invesiment
Enlites: Applying the Consolidation Exceplion ’

PFRS 13

Fair Vaive Measurement

Annudl Improverments o PFRSs 2010 - 2012 Cycle:
Measuremen! of shot-lerm receivabies and payables

Annual Improvements fo PERSs 2011 - 2013 Cycle: Scope

| of porifolio exceplion

PERS 14

Regulaiory Defarral Accounts

Phillppine Accouniing Siandards

PAS 1
{Revised)

Prasenialion of Financial Stalements

Amendment io PAS 1: Capligl Disclosures

Amendments lo PAS 32 and PAS 1: Pultable Financial
Inskuments and Obligalions Asing on Liquidalion

Amendments fo PAS 1: Presenlation of llems of Olher -
Comprehersive Income :

Annual lmprovements to PFRSs 2009 - 2011 Cycle;
Preseniafion of Financlal Stalsmenis - Comparalive
Informafion beyond Mintmum Reguiremenis

Annual Improvements lo PFRSs 2009 - 201} Cycle:
prasenlailon of the Opening Slalement of Financlal
Position and Relaled Noles .

amendments 1o PAS 1: Disclosure Infliotive

PAS 2

Inveniorles-

PAST

Slalement of Cash Flows

PAS B

Accounling Pollcles, Changes in Acccuri!lng Eslimales
and Ersors

PAS 10 .-

_ | Bvents after the Reporling Period

PAS 11

Consiruclion Confracis

PAS 12

{ncome Toxes

Amendmen to PAS 12 - Deferred Tax: Recovary of
Underying Assels

PAS 1S

Properly, Plant and Equipmeni




SefbeRibEBTonlss e e ses aie s
| Annudl Improvements lo PERS

$ 2009 - 2011
Properly, Plant and Equipment - Classificalion of
Sevicing Equipmen) :

Annual lshprovements 1o PERSs 2010 - 2012 Cycle: '
Restaiemen of accumulaled deprecialion .
{amarization} on revaluaiion {Amendmanis to PAS 16
and PAS 38)

Amendmenis 1o PAS 16 and PAS 38: Clariflcalion of
Acceplable Methods of Depreciation and Amerlization

Amendmenis to PAS 16 and PAS 41; Agricullure: Bearer

. |Planis,

PAS 17 Leoses

PASIE Revenue

PAS 1Y Employee Benefils - .

(Amended) Amentdments lo PAS 19; Delflned Benelit Plans: |
Employee Conlribullons .
Anhual Improverments lo PFRSs 2012 — 2014 Cyclet
Discount rale in o reglonol morket sharing lhe same
cuirency - e.g. {he Eurozone

PAS 20 Accounling for Govemmen! Granls and.Disclosure of
Governmeni Assislance

PAS The Effecls of Changes In Forelgn Exchange Rales
Amendment: Net Invesimenl In a Forelan Operailon

PAS 23 Bomowing Cosls

{Revised) .

{pAS24 |Related Pariy Disclosures
(Revised) ;
" | Annual improvemenis lo PERSs 2010 - 2012 Cyclet -

Definition of 'relcoted parly’ :

PAS 24 Accounting and Reporfing by Relirement Benefil Plans

PAS27.  iSepdrale Financlal Sialements

(Amendad} [ dments o PERS 10, PFRS 12, and PAS 27 {2011):
Invesimeni Enfilies .
Amendmanis io PAS 27 Equily Method In Seporale
Financlal Sialements

PAS 28 Invesimenis In Asscclates and Joln! Venlures

{Amended) Amendmenis 1o PFRS 10 and PAS 28: Sale of
Conibulion of Assels belween an Invesior and iis
Assoclate or Jolni Venlure
Amendments 1o PFRS 10, PFRS 12 and PAS 28: Invesimeni
Enlities: Applying the Consolidation Exception

PAS 29 Financlal Reporiing In Hyperinfiationory Economies

FAS 32 Financiat insiruments: Disclosure and Preseniation




p Instruments dnd Obllgallons Asising on Liguidalion

Amendments 1o PAS 32 and PAS 1: Putlable Finonic

Amendment jo PAS 32; Classliicallon of Righis lssues

Amendmenis fo PAS 32: Ofiselling Financiol Assets and
Finoncial Liablifies

Annuol lmproverments to PFRSs 2009 — 2011 Cycle!
Financlal nslrumends Preseniation — Income Tax
Consequences ol Disiibuilons

PAS 33

Earnings per Share

PAS 34

Intefim Financial Reporling ’

Annual Improvements o PFRSs 2009 - 2011 Cycle!
Interim Financiol Reporiing - $egment Assels and
Liabiitles .

Annucl Improvements 1o PFRSs 2012— 2014 Cycle:
DiseJosure of Information "elsewhers bt the interim
financlal reporl'

PAS 36

Impalment of Assels

Amendmenis 1o PAS 34 Recoverable Amouni
Disclosures for Non-Financial Assels

PAS 37

Provisions, Conlingerii Liabllifies and (;ontinéani Assels

PAS 38

Infangibla Assels

- Annval Improvernents 1o PFRSs 20302012 Cycle:
Resialement of accumulated deprecialion
{amoriizollon} on revaluation {Amendments Jo PAS 16
and FAS 38)

Amendifients lo PAS 16 and PAS 38; Clarficollon of
Acceplable Methods of Depreciafion and Amoriizalion

PAS 39

Financlal Inslrumants: Recognifion and Measurameni

Amendments o PAS 39: Transiion and Inilil Recognllion
of Financlal Assets and Financial Lidbilities

Amendmentis 16 PAS 39; Cash Flow Hadge Accouniing
of Forecust Inlragroup Transactions

Amendments to PAS 39: The Falr Value Oplion

Amendmenis Jo PAS 39 and PFRS 4; Financial Guaraniee
Conlrac!s ’

Amendments o PAS 39 and PFRS 7: Reclossificelion of
Flnanciol Assets

Amendments to PAS 39 ond PERS 7: Reclossificalion of
Financlal Assets - Elfective Dote and Transllion

Amendments to Phiipplne Inlerpretation IFRIC-? and
PAS.39: Embedded Dervallves

Amendment fo PAS 39: Eligible Hedged ltems

Amendment lo PAS 39: Novation of Dervalives and
Conlinualion of Hedge Accounling

PAS 40.

invesimeni Properly




. 40)

PAS 41 Agricullure
Amendmenis 1o PAS 16 ond PAS 41; Agricullure; Bearer
Planfs .

Phillppine interpretallons

IFRIC 1 Changes in Exisling Decommibssioning, Res loration and
Similar Lablliies .

{FRIC 2 Moernbets' Share In Co-operalive Enfilies and Simitar
Inslruments

IFRIC 4 belermining Whalher an Arrangemeni Cénjalns a leose

IFRIC 5 Righis lo Ineresis arlsing om Decormmissioning,
Restoration and Envirenmental Rehablitalion Funds

IFRIC 6 Liobliilies arigdng from Paricipaling Ina Speciiic Morkel -

. |Waoste Eleclicol and Eleclronlc Equipment

FRG7  |Applying the Restalement Approach under PAS 29
Financial Reporiing In Byperinliclionary Economies *

WFRIC ¢ Reassessment of Embedded Dativallves
Amendmenis lo Philppine Interpretalion IFRIC-? and

. . PAS 39; Embedded Derivalives

IFRIC 10 |interim Findnclal Reporiing and impalment

IFRIC12  |Service Concession Arrangements

IFRIC 13 Customer Loyally Programmes

G 14 |PAS 1% - The Limit on « Defined Benefil Assel, Minimum
Funding Redulremenits and fheir Intercclion
Amendments to Phiippina Inlerpretaltons IFRIC- 14, -
Prepaymenis of a Minimum Funding Requiremen!

1FRIC 16 Hedges of a Nel Investmeni In a Fargign Operatlon

1FRIC 17 Dishibutlons of Mon-cash Assels to Owners

IFRIC 1B T}ans{ers of Assels from Cuslomers

JFRIC 1% Exfingulshing Financial Uablifies with Equily instrumenis

[FRIC 20 Siipping Costs in the Produciion Phase of a Surface
Mine

IFRIC 21 Levies

Sic.? Infroduction of e Eurg

sic-10 Govemnmen! Asslstonce - No Speciiic Relallon lo
Operaling Actlvilles

SIC-15 Operaling Leases - lncentives

S1C-25 ncome Toxes - Changes In the Tax Stetus of an Enllly or
lis Shareholders

slc-27 Evalualing Ihe Substance of Transactions involving lhe
Legal Form of alease




{E

SIC-29

AN CTACHER DRI NGSTANDARDS-AND, ATIE
) %iﬁﬂ'; !

1B

o

Service Concession Arrangamens: Disclosures.
- 18IC-31 Revenue - Barler Transaciions Invelving Adveriising
Services
$1C-32 intangible Assets - Web Slle Cosls

- | phillippine inlerpretalions Commlitee Quesilons and Answers

PIC QRA PAS 18, Appendix, paragraph ? — Revenue recognlii&n
20046-01 tor scles of properly unlis under pre-complefion
. conlsacis : .
PIC Q&A | PAS 27,10{d) - Clarificalion of cilleria for exemplion from
2006-02 presenling consclidated financial stalementis
PICQBA | PAS 1.103(a) - Bosis of preporalion of financial
2007-01-  |statements if an eniity hos nol applled PFRSs in ful
Revised _ .
PIC Q8A PAS 20.24.37 ond PAS 3%.43 - Accouniing for .
2007-02 governmeni loans with low inlerest rates [see PIC Q&A
No. 2008-02) : .

PICQEA | PAS 40.27 - Valualion of bunk real and ofher properlies
2007-03 acqulred (ROPA}
PICQRA  |PAS 1017 - Applicallon of cdtera far o qualifylng NPAE
2007-04 ' ' ‘ .
FICQ&A |PAS19.78-Rale usadin discounling posl-amployment
2008-01- heneill obligalions
Revisagh:.— ] .
PIC QA |PAS 20.43 - Accounling for governmenl foans with low
2008-02 intarest rales under fhe amendments to PAS 20
PICGEA | Framework.23 and PAS 1,23 - Financial slalements
a00%-01 prepared on o basls other Ihan golng concein

(Pl aea | PAS 39.AG71-72~ Rale used in delermining the ioir
2009-02 value of governmen securiies in the Phillppines
PIC Q&A  (PAS 30, AG71-72 - Rale used In determining the Falr
2010-01 . |value of governmeni securilles In the Phillippines
PICQRA | PAS 1R.16 - Bosls of preparalion of financlel statements
2010-02 .
PIC @A |PAS 1 Preseniation of Financial Stalemenis -
2010-03 Curreni/non-current clossificalion of a callobls jarm

toan ) ]

PICGRA | PAS 1.10J) - Requiremenls for a Third Siatemen] of
2011-01 Flnenclal Postiion .
PICQ&A - |PERS 3.2~ Common Conlrel Busingss Combinallons
2011.02
PICQsA | Accounting for Infer-company Loons
2011-03
PIC QRA | PAS 32.37-38 - Cosls of Public Offering of Shares
2011-04
PIC Q%A PFRS 1.01-DB ~ Folr Value or Revaluallon as Deemed’
2011-05 Cosl
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{Revised}

PFRS 3, Business Comblnations (2008), and PAS 40,
2011-06 Investmen! Properly — Acguisiiton of Invesiment
properlies — assel acquistiion or business comblnatlon?
PICREA  |PFRS 3.2 - Application of ihe Pacling of Inleresls Method
2012-01 for Business Combinations of Enllies Under Commeon
~'jConiral In Censelidaled Finonclal Sialements
“{pic@rA  |Cost of a New Bullding Censtiucled on the Siie of a
201202 |Previous Bullding
HC GaA | Applicobiily of SMEIG Final Gi&As on the Applicalion of
2013-01 IFRS for SMES 1o Philippine SMEs
PIC QLA | Conforrning Changes io PIC Q&As - Cycle 2013
201302 - i .
PICGRA | PAS 19~ Accouniing for Employes Benelils under o
2013.03 Delined Conliibulion Plan subjec! o Requirernenis.of
Republic Act {RA] 7641, The Phillppine Reflrement Law




Steniel Manufacturing Corporation and Subsidiaries

Schedule of ﬁhéncial Assets
Pecember 31, 2015

{All amounts in Philippine Peso, except number of shares)

Schedule A

Amount shown in

income

Number of the statement of received
" Name of issuing Entity shares financial position and accrued

Avaitable-For-Sale ' '
PLDT 25,755 257,550 -
Fil-Estate 15 ) -
Metro Drug Distribution -
Meralco 28:0003

Manila Water Corp 502,500 12,462,000 -
Melco Crown Plaza 303,000 693,870 -
Metro Pacific inv 231,800 2,736,420 -
Phinma 650,000 - 3,380,000 -

Belie Resources

200,000




. Scheduie B
Steniel Manufacturing Corporation and Subsidiaries :

Sehedule of Amounts Receivable from Directors, Officers, Employees, Related Parties
’ amd Principal Shareholders :
(Other than Related Parties)

(All amounts in Philippine Peso)

Deternber 31, Dacember 31, -
Nama 2014 Addtions Collections Current 2085
NONE :




Steniel Manufacturing Corporation and Subsidiaries

Amounts Receivable /Payab]es with Related Parties which are eliminated

during the consolidation of financial statements
‘December 31, 2015
(Al amounts in thousand Philippine Peso)

Schedule C

Name and designation  December 31,  Addition/ Assignment/  Written- Non December 31,
of debtor 2014 {Deduction} Condonation .- O, Current Current 2015
“Trade receivables
TPC 197 - - . - - 197
197 - - - - - 197
Trade payables
SCPC GBD {483} - - {483} - 197
TPC 55,680 - - - - - 45,680
56,360 {483) - - {4B83) - 55,877
Advances to subsidiaries, at gross
SCPC 101,438 (11,755) - - (13,755) . 89,684
TPC . . - - - .
101,439 {11,755) - - {11,755) - 89,684
Due from related party '
TPC 56,256 {141 - - - - 56,115
214,252 {12,379) - - {12,238) - 201,873




. Schedule F
Steniel Manufacturing Corporation and Subsidiaries

Indebtedness to Related Parties
{Long-term Loans from Related Companies)
December 31, 2014 and 2015

- (Al amounts in Philippine Peso)

Name of related party Balanee at the beginning of period - Balance at the end of period

Shareholder/key management
personnel

)
i

&

449,198,911 |




Schedule G
Steniel Manufacturing Corporation and Subsidiaries

Guarantees of Securities of Other Issuer
December 31, 2014 and 2015
(All amounts in Philippine Peso} -

Name of Issuing entlty of Title of issues of Amount owed by

securitles guaranteed by each ciass of Total amount person for which
the Company for which this securities guaranteed and statement Nature of
statement Is filed guaranteed outstanding is filed ) guarantee

NONE




1

Steniel Manufacturing Corporation and Subsidiaries

"Schedule of Share Capital
December 31, 2014 and 2015
. [Allamounts in Philippine Peso)

Schédule H

Number of
Number of shares reserved Number of
sharesissued,  ~ “for options, warrants sharesheld -~ =™
Number of subscrlbed eanversion and by directors
Titie of ssue shares authorized and outstanding pther rights and officers
- 1,000,000,000

Common Shares

1,000,C00,000 1,000,000,000




Schedule D

TR - b

Steniel Manufacturing Corporation and Subsidiaries
Infangiblé Assets - Other Assets
December 31, 2015
(All amounts in Philippi}le Peso)
L ~ Chargedto  Chargedto Other changes ;
December 31, cost and other additions December 31,
Pescription 2014 Additions expenses accounts {deductions} 2015

NONE




Steniel Manufacturing Corporation and Subsidiaries

Long~Térm Debts
December 31, 2014 and 2015
(All amounts in Philippine Peso)

Schedule E

Title of issue and type of
obligation

Amount shown
under caption
Arnount shown under caption "Long-term debts"
"Current portion of long-term in related
Amount authorized debts” In related statement statement of

by indenture of financial position

financial position

Loan

438,847,037 -

s

i VIR T
e AL




STENIEL MANUFACTURING CORPORATION
AND SUBSIDIARIES “

MAP OF THE CONGLOMERATE

STENIEL (NETHERLANDS) HOLDINGS
B.V.

{Ultimate Parent Company)

STENIEL MANUFACTURING .
CORPORATION (72.0848%)
(Parent, a holding company listed In PSE)

SUBSIDIARIES

TREASURE PACKAGING
CORPORATION M (100%)

{1) Ceased operation in 2008

(2) Ceased .operation in 2006~

ASSOCIATE
STENIEL LAND
CORPORATION
STENIEL CAVITE PACKAGING

CORPORATION ™ (100%)
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REPORT OF MEPENDENT AUDITORS

e Board of Directors and Stoclkholders
Steniel Manufacturing Corporation

. Gateway Business Park, Barrio Javalera

Gen, Trias, Cavite
Report on the Separate Financial Statementy

We have audited the accompanying separate financiel statements of Steniel Manufachming
Corporation which comprise the separate stalements of finanoial position as at December 31,
2015 and 2014, end the seperate statements of comprehensive income, separate siatements of
changes in equity and separate statements of cash flows for the years then ended, and notes,

comprising 8 summary of significant accounting policies and other explanatory information,
Management’s Responsibility for the Separate Financial Statements

Manegement is responsible for the preparation end fair presentation of thess separate financial
statements in accordance with the Philippine Financial Reporting Standards, and for such internal
control as management determines is necessary to enable the preparation of separate financial
staternents that ave free from material misstatement, whether about due to fraud or error.

Auditors’ Responsibility

Our responaibility is to express an opinion on these separate financial statements based on our
audits. We conduoted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the andit to
gbtain reasonable assurance whether the separate financial statements are free from material
misstatement.

An audit involves performing procedurss to obtain audit evidence about the amounts and
disclosures in the separats finaucial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the separate financial
statements, whether due to fraud or error. In making those risk assesstaents, the anditors consider
internal control relevant to the entity’s preparation and. fair presentation of the separate financial
gtatements in order to design audit procedures that are approptiate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control, An
audit also includes evaluating the appropriateness of accounting policies used and the .
reasonablensss of accounting estimates made by management, as well as evaluating the overall
presentation of the separate financial statements. '

We helisye that the audit evidence we have obtained is sufficient and eppropriate to Ilamvide a
basis for our audit opinion,
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Opinton

T our opinion, the separate financial statements present fairly, in all material respects, the
wnconsolidated financial position of Steniel Manufacturing Corporation as af December 31, 2015
and 2014, and its unconsolidated financial performance and its unconsolidated cash flows for the
years ended in accordance with Philippine Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 1 to the separate financial statements,
The Company has temporarily ceased its operations and has incurred recurring 1osses in prior
years resulting to a deficit of P1,782.1 miliion and P1,787.4 million as at December 31, 2015 and
2014, respectively, and a capital deficiency of P367.5 million and P372.7 million as at
December 31, 2015 and 2014, respectively. These conditions, rmong others, indicate the
existence of a material uncertainty which may cast significant doubt about the Company’s ability
to continue as a going concern, On October 15, 2010, the Company and the new lenders signad
the Amended and Restated Omnibus Agresment to restructure its Ioans with a new term of 25
years. The management believes that the Company’s ability to continne operating as a poing
conoern depends on the fulfillment of the restructuring plan and its ability to generate sufficient
cash flows to meet its obligations and terms and conditions of the restructuring plan, which will
contribute to the positive improvement of the operations; and uliimately to attain profitability.

As part of management’s plan, the Company will continue to lease out its idle machinery and
equipment and engage in the buying and selling of paper sorap materials to generate income,
Also, the Company expects that it will be able to realize through sele by 2016 the remaining
assets held-for-sale above the asset’s carrying value at December 31, 2015, These activities are
expocted to generate for the Company sufficient cash flows to meet its maturing obligations.
"There are no known trends, events or uncertainties that will have a material impact on the
Company’s future operations except those that have already been disclosed in the foregoing,

We have conducted sufficient audit procedures to verify the aforementioned plan.

The separate financial statements have been prepared on a going conoern basis, which assumes
that the Company will continue its business operations for the foresceable future and do not

include any adjustments that might result from the outcome of this uncertainty.




Report on the Supplementary Tnfoymation Required Undex Revenue Regulationy
No. 15-2010 of the Burean of Internal Revenue

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole, The supplementary information in Note 21 to the separate financial
statements is presented for purposes of filing with the Burean of Internel Revenne and isnot a
required part of the basic financial staternents. Such supplementary information is the
responsibility of management. The supplementary information has been subj ected to the auditing
procedures applied in our audits of the basic finencial statements, In our opinion, the
supplementary information is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

R.G. MANABAT & CO.

CPA T-isense No 8045177
SEC Accreditation No, 0027-AR-~4, Group 4, valid until August 24, 2013
Tax Identification No, 106-197-186
BIR Accreditation No, 08-001987-6-2013
Tssued May 9, 2013; valid until May 8, 2016
~ PTR No, 5321509MD
Issued January 4, 2016 at Makati City

April 5, 2016
Makati City, Metro Manila



©. el +RUG Menabat & Co. Telsphone +63 (2) 865 7000
5 “'The' KPMG Centar, 8/F Fax +63 (2] BB4 1986 )
B7E7 Ayale Aveiiue Intamat www. kpmp.corn.ph
Makati City 1226, Metro Manlle, Fhillppines E-iviell pheinquiry@kpmig.com

Branchss: Suble - Cebu - Bacolot - liollo

_ REPORT OF INDEPENDENT AUDITORS
. TO ACCOMPANY FINANCIAL STATEMENTS FOR FILING WITH THE
- L0 SRGURITIES AND EXCHANGE COMMISSION

The Board of Diroctors and Stockholders
Steniel Manufacturing Corporation
Gateway Business Park, Barrio Javalera
Gen. Trias, Cavite

We have .e.mditeﬂl the accompanying separate financial statements of Steniel Manufacturing
Corporation, as at and for the year ended December 31, 2015, on which we have rendered our
report thereon dated April 5, 2016.

In compliance with Securities Regulation Code Rule 68,'As Amended, we are stating that the said
Company has three thousand five hundred twenty six (3,526) stockholders owning one hundred
(100) shares or more each. :
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,sz 7 A/
DELMA P/RERMUNDO

President/CEC

. STENIEL MANUFACTURING CORPORATION
Gateway Business Park, Brgy. Tavalera, General Trias, Cavite

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAY STATEMENTS

The Management of Steniel Manufacturing Corporation (the #Company™), is responsible for
the preparation and fair presentation. of the financial statements a8 at and for the years ended
December 31, 2015 and 2014, including the additional componenis attached therein, in
accordance with the prescribed financial reporting  framework indicated therein, This
responsibility includes designing and implementing internal controls relevant to the preparation
and fair presentation of financial statements fhat are free from material misstatement, whether due
to fraud or error, selecting and applying appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial statements and submits the same to
the stockholders,

R. G. Manabat & Co., the independent avditors appuinted by the stockholders, has audited the
financial statements of the Company in accordance with Philippine Standards on Anditing, and in
its report to the stockholders, has expressed its opinion on the fairness of presentation upon
completion of such andit.

Signed this 5™ day of Apxil, 2016



STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF FINANCIAL POSITION

(Amounts in Thousands)
. December 31
) Noite 2015 2014
ASSETS
Current Assets : .
Cash ) 5 P1,249 P1,246
Recefvables - net 8, 16, 20 8,271 8,371
Due from related parties 8 20 §9,684 92,810
Other cutrent assets ' 7, 16, 20, 44,329 . 44,200
143,533 146,627
Asset held-for-sale 9 249 249
Total Current Assets ' 143,782 146,876
Noncurrent Assets
Property and equipment - net 11 13,463 15,431
Available-for-sale financial assets 12,20 < 680 680
Total Nencurrent Assets 14,143 16,111
P157,925 P162,987
LIABILTTIES AND CAPITAL DEFICIENCY
Current Liabilities
Trade payables and other current linbilities 13,16, 20 P12,367 Pi2,218
Due 1o related parties 16, 20 74,191 74,323
Total Current Liabilities 86,558 . 86,541
Noncurrent Liability ’ .
Borrowings 14, 20 438,847 449,194 .
Total Liabilities - T 525,405 - 535,735
Capital Deficiency ' - '
Cepital stock - 15 1,000,000 1,000,000
Additional paid-in capital 15 . 414,632 414,632
Deficlt 1 €1.,782,112) (1,787,380)
Capital Deficiency - ‘ {367,480) (372,748)
P157,925 - P162,987

Sea Notes lo the Separate Finanolel Siatemenls,

e et g




STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands, except basic and diluted earnings per share)

Years Ended December 31

Note 2013 2014
OPERATING EXPENSE 17 (P3,380) 4,657
OTHER INCOME - Net 18 8,648 09,109
NET INCOME/TOTAL COMPREHENSIVE
INCOME - . P5,268 Po4,452
BASIC AND PILUTED FARNINGS PER '
. SHARE : . : 15 P0.00839 P0.0945

Sag Noles to the Separate Finanelal Statsments,
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STENIEL MANUFACTURING CORPORATION

SEPARATE.STATEMENTS OF CHANGES IN EQUITY
(Amounts in Thousands except par value)

Years Ended December 31

: Note 2015 2014
CAPITAL STOCK - P} par value 15 1,000,000 1,000,000
Authorized issued and owisianding - : :

1,000,000,000 shares

ADDITIONAL PAID-IN CAPITAL 15 414,632 414,632
DEFICIT , ! .
Balance at beginning of year (1,787,380) (1,881,832)
Net income/total comprehensive income 5,268 04,452
Balance at end of year (1,782,112} {1,787,380)

(367,480 (P372,748)

See Notes fo the Sepavate, Financial Statements.




STENIEL MANUFACTURING CORPORATION

SEPARATE STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

CASH AT END OF YEAR

Years Ended December 31
Note 2015 2014
CASH FLOWS FROM OPERATING
ACTIVITIES
Tncome hefore income tax P5,208 P94,452
Adjustments for: -
Depreciation 17 1,968 1,979
., [Interest income from bank deposits - 18 &) (&)}
Unealized foreign exchange gains 18 (16) .
Reversal of provision for impairment of
advances to subsidiaries 18 (8,629) {99,107)
Operating loss before worldng capital changes (1,412) (2,679)
Decrense (increase) in:
Receivables ] 100 20,223
Advances to subsidiary and an associate 8 11,755 113,047
. Other current assets 7 (129) 516
* Tnerease (decrease) in; | S
Trade payable and other current linbilities 13 149 (16,912)
Advances From subsidiaries and an sssociate (132) (85)
Cash generated from operations 10,331 119,110
Interest received 3 3
Net cash provided by operating activities 10,334 119,113
CASH FLOWS FROM A FINANCING
. ACTIVITY -
Payment of long-term borrowings {10,347) (119,10
EFFECTS OF FOREIGN EXCHANGE
ON CASH 18 16 -
NELINGREASE INCASH 3 6
CASH AT BEGINNING OF YEAR J 1,246 1,240
3 71,249 P1,246

See Notes to the Separate Financlal Staiements,




STENIEL MANUFACTURING CORPORATION

NOTES TO THE SEPARATE FINANCIAL STATEMENTS
(Amounts in Thousands unless otherwige indicated)

1. Reporting Eniity

Steniel Manufacturing Corporation (STN or the “Company™) was incorporated and
registered with the Philippine Securities and Exchange Commission (SEC) on
September 13, 1963 primarily to engage in manufacturing, processing, and selling of all
kinds of paper products, paper board and corrugated carton containers, and all other
allied products and processes. It is also - listed in the Philippine Stock Exchange Inc.

.

(BSE). - ...

On September 11, 2013, the SEC approved the Amended Articles of Fncorporation of the
Parent Company, extending the corporate life for another 50 years from September 13,
2013.

Following a decision made by the Board of Directors in 1996 to reorganize the Company
and its subsidiaries (the “Group”), the Company ceased manufacturing operations in June
1997, due to coutinuing business losses, As a result, reorganization of ‘the Group was

- carried out and completed with the Company’s ptincipal activity now limited to holding
of investments. Tn addition, the remaining idle assets of the Company were leased to its
subsidiary.

The vltimate parent of the Company, is Steniel (Notherlands) Holdings B.V. {SNEIBV),
incorporated in Amsterdam is the registersd owner of 82.2716% of the shares of the
Group. The remaining 17.7284% of the shares are widsly held.

- Consequent o the restructuring of the loan in 2010, remaining unissued share capital of
the Company totaling 123,818 shares were issued to Roxburgh Investment Limited
(Roxburgh) to reduce the Company’s outatanding debts (Notes 14 and 15), The issuance
of shares was treated as share premium. Asa result, Roxburgh Investment Limited owas
12.3818% of the Company, while the ownership of SNHBV as well as the public have
been reduced to-72.0840% and 15.5333%, respectively.

On Japuary 18, 2012, the shareholders of SNHBV entered into a Share Purchase
Agreement with Right Total Tnvestments Limited (Right Total; a limited liability
company incorporated in the British Virgin Islends as an investment company), io
purchase up to 100% of the issued and outstanding shares of SNHBV. With this sale of
shares of SNHBV, Right Total is now the owner of the 72.0849% shares of the SNHBV
consequently meking Right Total ita ltimate parent corapany.

On January 25, 2012, the Company received a tender offer report from SNHBYV to
purchase the 279,151,088 shares of minority investing public or 27.92% of the total
issued shares et 2 price of P0.0012 per share or an aggrogate price of P335.0 million, On
- Pebruary 25, 2012, only 2 total 0f 2,115,692 common shares were tendered in the Tender
Offer and accepted by SNIHBYV, constituting 0.0021% of the total outstanding share
capital of the Compeny. On March 8, 2012, payment for the Tendered Shares wag
delivered to the relevant brojer participants on behalf of interested parties and there waa
a transfer to SNHBY of only 0,76% of the minority shares. Such secepted tender offer
did not significantly change the percentage ownership of the minority investing public.




'fhe Company’s registered address and prinoipal office is at Gatewsy Business Park,
Bartio Javalera, Gen. Triag, Cavite, Philippines.

Debt Restructuring

Due to the working capitel drain experienced by the Group as a result of prior debt
service payments and the difficult business and pconomic conditions during the period,
the Group found it difficult to sustain forther payments of debt while at the same time
ensuring confinued operations. The Company failed to seitle iis outsianding short-term
and long-term Joans which were supposed to mature at various dates in 2004, 2005 and
2006 and was declared by the lending banks in default on May 25, 2006, Subsequently
until 2009, the lending banks essigned and sold their respective outstanding loan balences
to various third parties. On October 14, 2010, ome of the now lenders, Greenkraft

Corporation (Greenlraft) further assigned some of its loan receivables to Roxburgh.

" After the .as‘sig'umaut and sale of loans from the lending banlks to third parties, discussions

were made with new creditors/lendera to restructure the outstanding loans covered by the
Omnibus Agreement which the Company has defeulted in 2006, On October 15, 2010,
the Company and the current creditors/lenders signed the Amended and Restated
Onmibus Agreement {Amended Apreement). The restructuring of the loan finally
resolved the default situetion. The essential elements of the Amended Agreement are
summarized below:

o' The 'c'.\utstanding principal and acorued interest expense as at September 30, 2010 is
restructured for 25 years.

@ Conditional waiver of penalty and other charges upon the faithful performance by the
Company of the terms of restructuring,

® The outstanding principal and acorued inferest expense as of September 30, 2010
shall be reduced via dacion en pago or sale of the following properties: (a) all of the
outstanding common and preferred shares of stock in the Company’s land holding
entity, Steniel Land Corporation (SLC), (b) identified idle assets of ST and iis
subsidiaries, and () by way of conversion into equity though the issuance of the
Company’s unissued capital stock.

»  The outstanding principal amount after the dacion en pago.or.sale of properties.shall
‘be paid in 92 consecutive ¢marterly instellments starting in January 2013.

= The ontstanding portion of the accrued interest aftér equity conversion shall be paid
- in 40’ constcutive quarterly installments starting after year 15 from the date
restruoturing, '

s Regiructured outstanding principal will be subject to interest of 6% per annum for 15
years and 8% per annum on the 16" year onwards.

= The restruchired accrued interest exponse prior to loan restructuring will be subject to
interest 8% per anhum.

© The restructured loan shall be secured by the assets/coliateral pool nader the
Colleteral Trust Agreement.

v All taxes and fees, including documentary stamp taxes and registration fees, shall be
for the account of the Group.



"w  QOther conditions includs:

s All other costs and BxpenSBE of restructuring including documentation costs, legal
foes and out-of-pocket expenses shall be of the acconut of Group; and

. -4, Lenders representative to be elected as director in 8TN and in each of its
subgidiaries. '

-b. A merger, reorganization or dissolntion of certain subsidiaries in line with the
Business Plan.

o. No dividend declaration or payments until the restructured obligatiom.s are fully
paid.

d.” No new borrowing, unless with consent of the lenders.

e. No repayment or prepayment of any debt or obligation (other than operational
expenses), unless with consent of the lenders,

f Creditor®s consent for change in material ownership I the Group and
mortgagors,

' : g Standard covenants, representations and warranties.

Dacion e pago .

The dacion en pago relating to the Group’s idle machineries, spare parts and the equity
conversion through the issuance of the Company’s share capital have been completed as
at December 31, 2010, The dacion en pago transaction reduced the outstanding loan
principal amount by P122 miltion while the equity conversion reduced outstanding
aocrued interest by P248 million.

"The dacion en pago relating to the Group’s shares in SLC and a subsidiary’s land and
building has a total value of P290.0 million. In 2012, cerfain certificates authorizing
registration were issued and reduced the total value from P290.0 miilion to P285.88
million, The remaining assignment of shares is still for finalization with buyers to meet
the regulatory requirements on transfer of assets as at reporting date and this is expected
1o be completed- in 2016. The chenge. in .ownership..and_management.in-early-2012
generally causad the delay in the implementation of the dacion en pago. The installment
payment of outstanding prinoipal based on the Amended Agreement above is also

expected to.be delayed,

Resiruoturing of Subsidiaries

Tn 2011, following the above provisions, STN filed a merger application with the SEC to
absoth Treesure Packaging Corporation (TPC). On August 132, 2013, foliowing
management’s assessment, the Board of STN and TPC approved the withdrawal of the
merger application filed with SEC as the same no longer appears feasible. Management
has been instructed to explore other options, L.e., merger of or with other gubsidieries,




In addition, Steniel Cavite Packaging Corporation (SCPC), a subsidiary, also submitted 8

_ merger application with SEC in OQctober 2011 to absorb three (3) dormant subsidiarios:

(&) Metroplas Packaging Products Corporation (MPPC), (b) Metro Paper and Packaging
Products, Inc. (MPPPT) and (c) Steniel -Carton System. Corporation (SCSC) using

" June 30, 2011 financial statements. On March 2; 2012, the SEC approved the certificate

of filing of the articles and plan of merger, which documents were received by the
Company on July 31, 2012, All the financial data presented for the periods prior to the
merger have been restated 1o reflect-the combined financial statements of the absorbed
corporation as though the merger had ocourred at the beginning of 2010,

The Company also had a 3071% direct and indirect (through SCPC & TPC) interest in
SL.C, In 2010, all of the ownership interest of TPC and STN were assigned to Greenkraft
Corporation (Note 9), The remaining interest of SCPC in SLC is 29.21% as at

.. Debember 31,2015 and 2014

Interest Payments : ,

On December 2, 2011, the current creditors/lenders agreed to waive the payment of
interest for the first two (2) years of the loan commencing on the restructuring date, to
correspond to the principal repayment as stated in the Amended Agreement. Hence,
jnterest payments shall be made in accordance with the Amended Agreement but shall
commence on the 27% month afler the restructuring date, inclusive of a two (2) year grace
period, Tn; relation to this, on March 1, 2012, the acerued interest which was capitalized

" as part of the Joan principel in 2010 in accordance with the Amended Agreement, was

also condoned by its majer creditors effective December 31, 2011,

Tn 2013 due to continuous working capital drain experienced by the group as a result of
diffienlt economic and business conditions, STN requested reconsideration to defer the
jmplementation of the loan agroement from the creditors which was acted favorably.
STN was granted another two (2) years oxtension of principal repayment, reduction of
intereat rate from 6% to 2% for the first five (5) years and further waive interest oharges

++ unfil Janyary 1, 2016.-

Status of Operations

The separate financial statements have beer prepared on & going concern basis, which
contemplates the realization of assets and the settlement of liabilities in the normal course
of .business, The Company.is currently in dormant. status-and has suffered recurring
Josses. Such losses Tesulted to a deficit of P1,778,987 and P1,787,380 as at December 31,
2015 and 2014, respectively and & capital deficiency of P364,355 and P372,748 as at
December 31, 2015 and 2014, respectively. This is mainly brought abowt by the
continuing losses inourred due to temporaty cessation of operation of certain subsidiaries
and from selling its only operating subsidiary in 2013 which resulted to a loss of P107.6
million (Note 10). .o

Wiih all the above matters, management believes that the Company’s ability io continue
operating as & going cohcern depends on the fulfillment of the restructuring plan and its
ability to generate sufficient cash flows 1o meet its obligations and ferms and conditions
of the restructuring plan, which will contribute to the positive improvement of the
operations;, and ultimately to sttain profitability. As part of management’s plan, the
Group will contigue to lease out its idle machinery and equipment and engage in the
buying and selling of paper sciap materials to generate income. Also, the Group expects
that it will be able to reaiize in 2016 the vemaining assets held-for-sele through sale
ghove the asset’s carrying value at December 31, 2015, These activities are expected 1o
generate for the Group sufficient cash flows to. meet its maturing obligetions, There are
1o known trends, events or uncertainties that will have a material imapact on the Group’s
future operations except those that have alrendy been disclosed in the foregoing.

wh-




2. Basis of Preparation

Statement of Compliance

The ‘separate financial statements have been prepared in compliance with Philippine

Financial Reporting Standards (PFRS). FFRS are based on International Financial

Reporting Standards (IFRS) issued by the International Accouning Standards Board

(IASB). PFRS which are issued by the Philippine Financial Reporting Standards Couneil
. (FRSC), consist of PFRS, Philippine Accounting Standards (PAS), and FPhilippine

Interpretations. .

The separate financial statements as at and for the year ended December 31, 2015 were
. approved and authorized for issuance by the Board of Directors on April 5, 2016,

Basis of Messurement
The separate financial statements of the Company have been prepared on a historical coat
basis of accounting.

Functional and Presentation Currency

The separate financial statements are presented in Philippine peso, which is the

Compapy’s functional currency. All financial information are rounded off to the nearest
.- thousand peso; except when otherwise indicated.

3. Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all years
presented in the separaie financial statements, except for the changes in eccounting
policies as explained below.

. Adoption of New and Revised Standards, Amendments to Standards and Interpretations
'The Company hes adopied the Following new and revised standards, amendments to
standards and interpretations starting January 1, 2015 and accordingly, changed its
accounting policies. Except as otherwise indicated, the adoption of these new and revised
standards, amendments fo standards and interpretations did not have any significant
jmpact on the Company’s separate finagcial statements.

v dnnual Improvements to PFRSs: 2010 - 2012 and 2011 - 2013 Cycles - Amendments

.. were made to a total of nine standards, with changes made to the standerds on

' busiricss combinations and fair value measurement in both cycles, Earlier application

is permitted, in which case the related consequential amendments to other PFRSs

would also apply. Special transitional requirements have besn set for amendments to

the following standards: PFRS 2, PAS 16, PAS 38 and PAS 40. The following are

the said improvements or amendments to PFRSs, none of which has a significant
effect on the separate financial statements of the Company:

e Scope of portfolio exception (dmendment to PFRS 13, Fair Vulue
Measurements). The scope of the PERS 13 portfolio exception - whereby entifies
are exempted from measuring the fair value of a group of financial assets and
finencial liabilities with offsetiing risk positions on & net basis if cerfain
conditions ars met - has been aligned with the scope of PAS 39, Financial
Instruments: Recognition and Measurement and PERS 9, Finaneivl Insfruments.




PFRS 13 has been amended to clarify that the portiolio exception potentially
applies to coniracts in the scope of PAS 39 and PFRS @ regardless of whether
they meet the definition of a financial asset or financial Hability under PAS 32 -
e.g. certain contracts to buy or sell non-financial items that can be seitled net in
cash or another financial instrument.

o Defmition of ‘velated party’ (dmendment to-PAS 24, Related Party Disclosure}.
The definition of & ‘related party’ is extended fo include a menagement entity
that provides key management personnel (KME) services to the reporting entity,
either directly or through a group entity. For related party transactions that arise
when KMP services are provided to a reporting entity, the reporting entity is
required to separately disclose the amounts that it has recognized as an expense

* forthose services that are ptovided by 2 management entity; however, it is not
required to ‘look through’ the management entity and disclose compensation
paid by the management entity to the individuals providing the KMP services.
The reporting entity will also need to disolose other transactions with the
management entity under the existing disclosure requirements of PAS 24 - e.g.
Joans,

Standards Tssued but Not Yet Adopted

A mimber of new standards and amendments to standards ere effective for annual periods
bogiining after January 1, 2015, However, the Company has not applied the following
new or amended standards in prepering these separate financial statements, Unless
otherwise stated, none of these are expected to have & significant impact on the
Company’s separate financial statoments.

The Company will adopt the following new or revised standards and amendments to

standards on the respective effective dates: W

v Clarification of Acceptable Methads of Depreciation and Amortization {Amendments
to PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets). The
amendments to PAS 38 introduce a rebuitable presumption that the nse of revenue-
hased amortization methods for intangible assets is ingppropriate. This presumption
can be overcome only when revenue and the consumption of the economic benefits
of the intangible asset are ‘highly correlated’, or when the intangible asset is
expressed as ameasure of revenue.

... The amendments to PAS 16 explicitly state that revemue-based methods of
depreciation cannot be used for property, plant and equipment. This is becanse such
methods reflect factors other than the consumption of economic benefits embodied in
the asset - 0.g. changes in sales volumes and prices,

The amendments are effective for annual periods beginning on or after Janvary 1,
2016, and are to be applied prospectively, Barly application is permitted.

o Eguity Method in Separate Financial Statements (Amendments to PAS 27, Separate

.- Financial Statements), The amendments allow the use of the egquity method in

" separate financial statements, and apply to the accounting not only for associates and
joint ventures, but also for subgidiaries.

The amendments apply reirospectively for anmual periods beginning on or afler
January 1, 2016. Early adoption is permitted.




«  dnnual Fmprovements to PFRSs 2012 - 2014 Cycle. This cycle of improvements
contains smendments to four standards, none of which are expected to have
-gignificant impact on the Company’s separate finaneial statements, The amendments
are eifective for annual periods beginning on or after January 1, 2016. Barlier
application is permitted.

s Changes in method for disposal (Amendment to PERS 5, Noncurrent Assets
Held-for-Sale and Discontinued Operations). PFRS 5 is amended to clarify that:

- if an entity changes the method of disposal of an asset (or disposal group) -
i.e. reclassifies en asset (or disposal group) from held-for-distribution to
-owners to held-for-sale (or vice versa) without any time lag - then the change
in classification is considered a continuation of the original plan of disposal
and the entity continues to apply held-for-distribution or held-for-sale
accounting. At the time of the change in method, the entity measures the
catrying amount of the asset (or disposal group) and recognizey any write-
down (impeirment loss) or subsequent increase in the fair value less costs to
gell/distribute of the asset (or disposal group); and

* «! if an eptity detormines that an asset (or disposal group) no longer meets the
" criteria to’ be classified as held-for-distribution, then it ceases held-for-
distribution accounting in the same way as it would cease held-for-sale
aceounting,

Any change in method of disposal or distribution does not, in iiself, extend the period
in which a sale has to be completed.

The amendment to PFRS 5 is applled prospectively in accordance with PAS 8,
. Accounting Polictes, Changes in Accounting Estimates and Errors to changes in
methods of disposal that ocour on or afier January 1, 2016,

«  Disclosure Initictive (dmendments to PAS 1, Presentation of Financial Instruments)
addressos some concerns expressed sbout existing presentation and disclosure
requirements and to ensure that entities are able to use judgment when applying
PAS 1. The amendments clarify that!

o . Information should not be obscured by aggregating or by providing immaterial
. infdrmation,

» Maierality considerations apply to all parts of the financiel statements, even
when a standard requires a specific disclosure.

o The Hst of line jtems to be presented in the statement of financial position and

statement of profit or loss and other comprehensive income can be disaggregated

.. and apgregated as relevant and additional guidance on subtotals in these
: . statements.

o An entity’s share of OCIL of equity-accounted associates and joint ventures
should be presented in aggregate as single line items based on whether or not it
wiil subsequently be reclassified to profit or loss.

' The amendments are to be applied retrospectively for annual periods begianing on or
after January 1, 2016. Barly adoption is permitted.




w  PFRS 9, (2014). PFRS 9 (2014) replaces PAS 39, the previously published versions
of PFRS 9 that introduced new classifications and measurement requirements

- (in 2009 and 2010) and a new hedge accounting model (in 2013). PFRS 9 includes
revised guidance on the classification and measurement of financial assets, including

g new expected credit loss model for caleulating impairment, guidance on own credit -

risk on financial liabiliies measured at fair value and supplements the new general
hedge accounting requirements published in 2013, FFRS 9 incorporates new hedge
accounting requirements that represent a major ovethaul of hedge accounting and
introduces significant improvements by aligning the accounting more closely with
risk management, .

The new standard is to be applied'retrespeutively for annual periods beginning on or
after January 1, 2018 with early adoption permitted. '

Financial Assets and Financial Liabilities
Date of Recognition. The Compeny recognizes a financial asset or a financial liability in
the separate staternent of financial position when it becomes a party to the contractual
provisions of the instrument. In the case of 2 regular way purchase or sale of financial
assets, recognition is done using settlement date acoounting.

.- Intitil Recognifion af Finamcial Instruments. Financial instruments sre recognized
initially af fair value of the consideration given (in case of an asset) or received (in case
of a lishility). The initial measurement of financial struments, except for those
designated as at fair value through profit or foss (FVPL), includes transaction costs,

The Company classifies its financial assets in the following categories: held-to-maturity
(ETTM) investments, available-for-sale (AFS) financial assets, financial assets as at FVPL
and loans and receivables, The Company -classifies its financial lisbilities as either
- financial liabilities at FVPL or other financial Lisbilities, The classification depends on

" the ‘purptié for whick the investments are acquired and whether they are quoted in an

active market, Management determines the classification of its financial sssets and
Fnancial tiahilities at initial recognition and, where allowed and appropriate, re-evaluates
such designation at every reporting date.

For assets and labilities that are recognized in the separate {inancial statements on a
recurring basis, the Company determines_whether. transfors_have. cccurred between
Levels in the hierarchy by re-assessing the categorizetion at the end of each reporting
. period. ‘

For purposes of the fair value disclosure, the Company has determined classes of assets
apd liabilities on the besis of the nature, characteristics and risks of the asset or liability
and the level of the fair value hierarchy, as explained above.

The Company has no HTM investments and financial assets and financial linbilities at
FVPL as at December 31, 2015 and 2014,

Financlal Assets,

Toans and Receivables. Loans and receivables are non-derivative financial asseta with
fixed or determinable payments and maturities that are net quoted in an active marke,
They are not entered into with the intention of immediate or short-term resale and are not
designated as AFS financial assets or financial assets at FYIL.




'Subsaqueﬁt to initial measurement, loans and receivables are carried at amortized cost
using the effective interest method, less any impairment in value, Any inferest earned on

. loaxis and teceivables shall be recognized as part of “Tnterest income” in the separale

stitements of compreliensive income on an acorual basis, Amortized cost is calculated by
taking into account any discount or premium on acquisition and fees that are integral part
of the effective interest rate. The periodic amortization is also includsd as part of
“Interest income” in the separate statements of comprehensive income. Gains or logses
are recognized in profit or loss when loans and receivables are derecognized or impaired,
as well as through the amortization process.

Cash pertajng ta Cash in banks and are oarried in the separate statements of financial

 position at face value,

The Company’s cash, receivables and due from rolated parties are included in this
category (Notes 5, 6 and 8).

AFS Financlal Asseis. AFS financial assets are non-derivative financial assets that are
either designated in this category or not clagsified in any of the other financial asset
categories. Subsequent to initial recognition, AFS financial assets are measured at fair
value andl cianges.therein, other then impairment losses and foreign currency differences
on ATFS debt instruments, are recognized in other comprehensive income and presented
in the “Unrealized gain on available-for-sale financial assets” in equity. Dividends
earned on holding AFS equity securities are recognized as “Dividend income™ when the
right to receive payment has been established, When individual AFS financial assets are
either derecognized or impaired, the related pocumulated unrealized gains or losses
previously reported in equity are transferred to and recognized in profit or loss,

. Financial Liabilitles : .
. Orher Findncial Liabilities, This catogory pertaing to financial liabilifies that are not

designated or classified as at FVPL. Adfter initial measurement, other financial liabilities
are carrled at amortized cost using the effeciive interest method. Amortized cost is
caleulated by taking into account any premium or discount and any directly atiributable
transaction costs that are considered an integral part of the effective interest rate of the
tiability. '

The Company’s.trade.payebles.and other. current.liabilities.and. due.to related. parties. are

+ included oni this category (Notes 13 and 16).

Derecosnition of Financial Assets and Finencigl Liabilities
Financial Assets. A financial asset (or, where applicable, a part of n financial asset or part
of a group of similar financial assets) in derecognized when:

n  the right to receive cash flows from the asset expired; or

. ® the Company has transferred its rights to receive cash flows from the asset or has

agsumed an obligation to pay them in full without material delay to a third party
under & “pass-through” atrrangement; and either: (a) has transferred substantially all
the risks and rewerds 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 Company has transferred its rights to receive cash flows from an asset or has
enteréd intd. a pass-through arrangement, it evaluates if and to what extent it has retained

1" the sks bnd rewards of ownership. When it has neither transferred nor retained

substantially all the risks and rewards of the asset nor transferred control of the asset, the
Company continues to recognize the transferred asset to ihe extent of the Company’s

continuing involvement. In that case, the Company also recognizes the associated
" Liebility. The transferred asset and the associated liability ate-measured on the basis that
- refiects the rights and obligations that the Company has retained.

Financial Liabilities. A financial liability is derscognized when the obligation under the

- lishility is discharged or cancelled, or expires. When an existing financial liability is
replaced by another from the same lender on substantiatly different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is
treated us a derecognition of the original Hability and the recognition of a new liebility.
The difference in the respective carrying amounts is recognized in profit or loss.

Offsetiing Financial Instruments

Financial asscts and financial Habilities are offset and the net amount is reported in the
- geparate stafements of financial position if, and only if, there is & currently enforceable
legal right to offset the recognized amounts and there is an intention to seile on a net
basis, or to realize the asset and setfle the liability simultaneously. This is not generally
the case with master netting agreements, and the related assets and labilities are
presented gross in the separate statements of financial position.

Impairment of Financial Assets
The Company assesses, at the reporting date, whether there i3 objective evidence that a
financial asset or group of financial assets is impaired.

A financial asset or a group of financial nssets is deemed to be impeired if, and only if,
there is objective evidence of impairment as a result of one or more events thet have
occurred after the initial recognition of the asset (an incurred loss event) and that loss
event has an impact on the estimated future cash flows of the finaneial asset or the group
of financial assets that can be reliably estimated.

Assets Carrled at Amortized Cost. For financial agsets carried at emortized cost such as
loans-and receivables, the Company first.assesses whether impairment exists.individually..
* for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If no objective evidence of impairment has been
identified for a particular financiel asset that was individually assessed, the Company
includes the asset as part of a group of financial assets with gimilar credit risk
characteristios and collectively mssessss the group for impairment. Assels that are
individually assessed for impairment and for which an impairment loss is, or continues to
be, recognized are not included in the collective impairment assessment.

-10-




Evidence of impairment for specific impairment purposes may inchide indicatfons that
the borrower or a group of borrowers is experiencing financial difficulty, default or
delinquericy in principal or interest payments, or may enter into bankruptey or other form
of financial reorgenization intended to alleviate the financial condition of the borrower.
For collective impairment purposes, evidence of impairment may include observable data
on. existing economio conditions or industry-wide developments indicating that there is a
measurable decrease in the estimated future cash flows of the related assets. If there is
ghjective evidence of impairment, thie amount of loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses) discounted at the financial asset’s original effective
interest rate (i.6.; the offective interest rate computed at initial recognition). Time value is
generally not considered when the effect of discounting the cash flows is not material. If
2 loan or receivable has o variable rate, the discount rate for measuring any impairment
loss ig the current effective interest rate, adjusted for the original crodit risk premium.
For collective impairment purposes, impairment loss is computed based on their
respective defanlt and historical loss experience. :

The carrying amount of the assef is reduced either directly or through use of an allowance
gocount, The impairment loss for the period is recognized in profit or loss. If, in a
subséquent period, the amount of the impairment loss docreases and the decrease can be
related objectively to an event cccurring after the impairment was recognized, the
previously recognized jmpairment loss is reversed. Any subsequent reversal of an
impairment loss is recognized in profit or loss, to the extent that the carrying amount of
the asset does not exceed its amortized cost at the reversal date.

With respect to receivables, the Company maintains an allowance for impairment losses
at a level. considered adequate to provide for potential uncollectible receivables. The

", level of this allowance is evaluated by management on the basis of factors that affect the

collectability of the accounts. A review of the age and status of receivables, designed to
jdentify accounts to be provided with aflowance, is performed regularly.

If impairment is fully evident, the Company then decides to write-off such to the extent
of the carrying value of the receivable, This is, however, subject to the approval of the
BOD. Impairment is said to be fully evident to a particular account with the cifed

reasons: {a) the counterparty declares bankruptey; (b) the accounts remain uncollectible
. after exhausting all efforts; or (c)-the account has been outstanding for.at Jeast two years.

AFS Financial Assets. AFS financial assets are non-derivative financial sssets that are
gither designated in this category or not classified in any of the other financia] asset
categories. Subsequent to initial recognition, AFS finanoial assets ars measured at fair
value and changes therein, other than impairment losses and foreign currency differences
on AFS debt instruments, are recognized in other comprehensive income and presented
in the “Fair value reserve” account in the separate statements of changes in equity, The
effective yield component of AFS debt securities is reported as part of “Interest income”

-. account .in'the separate statements of comprehensive income, Dividends earned on

holding AFS equity securitios are recognized as dividend income when the right to
receive the payment has been esteblished, When individual AFS financisl asseta are
either derecopnized or impaired, the related accumulated unrealized gains or losses
previously reported in equity are transferred to and recognized in profit or loss.

AFS financial assets also include unquoted equity instrurnents wiih falr values wich

 cannot be reliably determined. These instruments are carried at cost less impairment in

vaiue, if any.
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Classification of Financial Instruments between Debt and Hauity
A financial instrument is classified as debt if it provides for a contractual obligation to:

= deliver cash or another financial asset to enother entity;

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

u  gatisfy the obligation other than by the exchange of a fixed amount of cash or another
finaneial asset for a fixed number of own equity shares.

If the bompany does not have an unconditional right to avoid delivering cash or another
financial asset to setile its contractual obligation, the obligation meets the definition of a
financial liability.

A financial instrument is an equity instrument only if () the instrument includes no
contractuzl obligation to deliver cash or another financial asset to another entity; and
(b) if the instrument will or may be gettled in the issuer's own equity instrurnents, it is
either:

v @ non-derivative that inciudes no contracival obligation for the issuer to deliver &
varighle number of its own equily instruments; or

w g derivative that will be setiled only by the issuer exchanging a fixed amount of cash
or another financial asset for a fixed number of its own equity instruments. '

Fair Valus Measurement

. Fair value is-fhe price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between marlket participants at the measurement date, The fair
value mensurement is based on the presumption that the transaction to-gell the asset or
transfor the Hability takes place either in the principal market for the asset or lability, or,
in the absénce of a principal market, in the most advantageous market for the asset or
Tighility. The principal or most advantageous market must be accessible to the Company,

The falr value of an asset or liability is measred using the assumptions that market
pqmﬁpipantp,-wauld-«use--whan- pricing - the asset- or liability;- assuming._ that_maret-
" participants act in thieir economio best interest.

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

All assets and Habilities for which fair value is measured or disclosed in the seperate
fnancial statements are categorized within the fair value hisrarchy, described as follows,
based on the lowest level input that is significant to the fair value nieasurement as a
whale:

» Levell: quoted prices (unadjusted) in gotive markets for identical assets or
linbilities;

» Level 2: inputs other than quoted prices included within Level 1 that are observable
for the asset or Liability, either directly or indirectly; and

.- » .'Level3: inputs for the asset or lability that are not based on observable market
data, :
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For assets pnd liabilities that ave recognized in the separate financial statemenis on a
. recyrring, basis, the Company determines whether transfers have oceurred between
Levels in the hierarchy by re-assessing the categorization at the end of each repotting
period,

For purposes of the fair value disclosure, the Company has determined classes of assets
and liabilities on the basis of the nature, characteristics and risks of the asset or linbility
and the level of the fair value hierarchy, as explained abave.

Property and Equipment

Property mid equipment are recorded at historical cost less accumulated depreciation,
amortization and impairment losses, if any. The initial cost of property and equipment
consists of its purchase ptice, including import duties and nonrefundeble purchase taxes
and any directly attributable costs of bringing the asset to its working condition and
location for its intended use. :

Subsequent costs are included in the asset’s carrying amount or recognized as a-separate
.. asset, as appropriate, only when it is probable that future economic benefits associated

. with;the item will flow to. the Company and the cost of the item can be measured reliably.
© The carrying amount of the replaced paxt is derecognized. All other repaits and
maintenance costs are charged to profit or loss during the period in which these are
incurred, "

Major renovations are depreciated over the remaining useful life of the related asset or to
the date of the next major renovation, whichever is sooner.

Depreciation and amortization, which commences when the assets are available for its
interided use, are calculated using the straight-line method over its estimated useful lfe as
follows:

Number of Years
Machinery and equipment 3-10
Compuier equipment 3-3

. The'asset*sresidual-values; estimated-useful lives and depreciation method are reviewad
periodically, and adjusted if eppropriate, at each reporting date to ensure that the method
and period of depreciation and amortization are consistent with the expected pattern of
economic benefits from items of property and equipment. An asset's carrying amount is
written down immediately to its recoverable amount f the neset’s carrying amount is
greater than the estimated recoverable amount.

The carrying amount of an item of property and gquipment 15 derecognized on disposal;
or when 1o future economic benefits are expected from its disposel at which time the cost
and related accumulated depreciation are removed from the accounts.

Gains and losses on disposals are determined by comparing the proceeds with the

carrying amount and are included in other operating income/expenses account in the
profit or loss.
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Assets Held-for-Sale

Asigits are classified ag assets held-for-sale and stated at the lower of carrying amount
and fair value less costs to sell if their carrying amount is recovered primerily through a
sale transaction rather fhan continuing use, When the sale is expected to occur beyond
one year, the entity shall measure the costs to sell at fheir present value. Any increase in
the present value of the cots to sell that arises from the passage of time shall be presented
as part of the operating expenses in the profit or foss,

An impairments foss is recognized for any initial or subsequent write-down of the asset
1o fair value less cosis to sell. The Company recognizes a gain for any subsequent
increass in fair value less costs to sell of an assef, not in excess of the cumulative
impairment loss that has been recognized.

Once classified as held-for-sale, propetty, plant and equipment are no longer amortized
or depreciated and any equity-accounted investee is no longer equity accounted,

When changes to the plan of sale are made and the Company ceases fo classify the asset
as held-for-sale, the Company remeasures the asset at the lower of its carrying amount
. before the asset was classified as held-for-sale, adjusied for any depreciation,
amortization or revaluation that would have been recognized had the asset not been
classified as held-for-sals, and ifs recoverable amount at the date of the subsequent
decision not 1o sell. Cain or loss recognized on measurerment of a non-current asset
clagsified as held-for-sale is presented under the operating income (expense) in the
separate statements of comprehensive income.

An item of asset held-for-sale is derecognized when either it has been disposed of or
. when it is permanenily withdrawn from use and no future economic benefits are expected
" fromi fté use or disposal, Any gain or.loss arising on the retirement and disposal of an
#tem of asset held-for-sale (caloulated as the difference between the net disposal procseds
and the carrying amount of the asset) is included in profit or loss in the period of

retirement or disposal.

Tnvestments in Subsidiaries and in an Assogiate

The Company’s investments in shaves of stock of subsidiaries and an associate are
accounted for under the cost method as provided for under PAS 27, Separate Financial
Statements.. The investments are_carried.in the separate.statements of financial position-at
cost less any impairment in value, The Company recognizes dividend froin a subsidiaries
and assooiate in profit or loss when its right to receive the dividend is establighed,

A subsidiary is an entity controlled by the Company. The Corapany controls exists an
entity when it is exposed to, or hes rights to, variable returns from its involvement with
the entity and has the ability to affect those returns {hrough its power over the entity.

An-dssociate is an entity in which the Company has significant infloence. Significant

" influence i the power to participate in the financial and operating policies of the
investee, but is not control or joint control over those policies.
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Hpairment of Non-financial Assets

© ..The carrying amounts’ of property and equipment and Assot-Held-for-Sale are reviewed

for impairment when events or changes in circumstances indicate that the carrying
amount may not be recoverable. If any such indication exists, and if the carrying amount
exceeds the estimated recoverable amount, the assets or cash-generating units are written
down to their recoverable amounts. The recoverable amount of the asset is the greater of
fudr value less costs to sell and value in use, The fair value less costs to sell is the amount
obtainable from the sale of en asset in an arm’s length {ransaction between
knowledgeablo, willing parties, less costs of disposal. In mssessing value in use, the
cstimated future-cash flows are discounted to their present value using a pre-tax discount
rate that reflects ourrent market assessments of the time value of money and the risks
specific to the asset, For an asset that does not generate lsrgely independent cash
inflows, the recoverable amount is determined for the cash-generating unit to which the
asset belongs. Impairment losses are recognized in profit or loss in those expense
categories consistent with the function of the impaired asset.

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 & 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 emount of the asset is increased fo its recoverable amount.
That incressed amount cannot exceed the carrying amount that would have been
determined, net of depreciation and amortization, had no impaimment loss been
recognized for the asset in prior years. Such reversal is recognized in profit or loss.
After such a reversal, the depreciation and amortization charge is adjusted in fiture
pqrioc'[rs- to ‘aliocate the asset’s revised carrying amount, less any residual value, on a
systomatic basis over its remaining useful life.

Capital Stock
Capital stock is classified as equity. Additional paid in capital is recognized for the
excess of proveeds of subscriptions over the par value of the shares issued,

ncremental costs directly attributable fo the issuance of ordinary shares and share
options are recognized as a deduction from equity, net of any tax effects.

Retuined Earnings (Deficif)

Retained earnings (deficit) include all current and prior period resulis as reported in profit

or loss net of dividend payments to stockholders. :

Revenue and Expenses

'The Company recognizes the revenue when the amount of revenue can be reliably
measnred, it is probable that future economic benefits will flow into the entity and
. speeific criteria have been met for each of the Company’s activities as described below.

The amount of revenue is not considered to be reliably measured until all contingencies
relating to the sale have been resolved. The Company bases its estimates on historical
results, taking into consideration the type of customer, the type of trausaction and the
gpecifics of each arrangement.

Interest and Other Income

Interest income on bank deposits, net of withholding tax, and other income are recorded
. when earned.
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Cost.and Expenses

* Costs and éxpensés are recognized when they ocour and are reported in the separate

financial statements in the periods to which they relate. Inferest exponse on the
borrowings is caloulated using effective interest method by applying effective interest
rate,

JTaxes

Curvent and Deferred Tax

Tncome tax expense for the year is composed of current and deferred tax, Income tax
expense., is recognized in profit or loss except fo the extent that it relates to items
recognized directly in equity or other comprehensive income, in which case it is
recognized in equity or other comprehensive income,

Current fax is the expected tax 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 years.

" Dieforred fax is recognized in respect of temporary differences between the carrying

. axnionnits of asssts and labilities for financial reporting purposes and the amounts used for
taxation purposes,

Recognition of deferred income tax asseis depends on management's assessment of the
probability of available future taxable income apainst which the temporary differences,
umused tax credits aod unused {ax losses can be applied.

. The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
. to:the extent that it is no Jonger probable that sufficient taxable profit will be aveilable to
* aliow all or part of the deforred fax asset to be wtilized. 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 rates that are expected to apply
in the year when the asset is realized or the Tiability is settled, based on tax rates (and tax
laws) that have been enacted or substantively.enacted at the reporting date.

L Defsﬁeﬂ.t'a}i;absat‘s;and:liabilitias;ars.oﬁ-‘set,. iia.legaﬁy.enforceable= right exists o set off-

surrent tax assets against current tax labilities and the deferred taxes relate to the same
taxeble entity and the same taxation authority.

Value-added Tax (VAT). Revenues, expenses and assets are recognized net of the
 amount of VAT, except:

a  where the tax incurred on a purchase of assets or servioes is not recoverable from the
t,axgttion authority, in which case the tax is recognized as part of the cost of
acquisition of the assét or as part of the expense item as applicable; and

a  recelvables and payables that are stated with the amount of tax. inclnded,

"The net amount of tax recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the statements of financial position.

Basic and Diluted Earnings Per Share (EPS)
Basic EPS ds computed by dividing the net income for the period attributable to equity

holders of the Parent Company by the weighted-average number of issued end '

outstanding common shares during the period,
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" For the purpase of comiputing diluted EPS, the net income for the period ativibutable to
‘equity holders of the Parent Company and the weighted-average number of issued and
outstanding common shares are adjusted for the effects of all potential dilutive
inetruments.

Foreign Currency Transactions

Transactions in foreign currencies ere recorded in Philippine peso at exchange rafes
prevailing at the transaction dates. Monetary assots and monetary lisbilities in foreign
curréncies are-transiated at exchange rates provailing at the reporting date. The resulting
foreign exchange gains or losses are recognized in profit or loss.

. Related Parties .
Parties are considered to be related if one party has the ability, directly or indireetly, to
control the other party or exercige significant influence over the other party in making
financial and operating decisions, Parties are also considered to be related if they are
subject to common control. Related parties may be individuals or corporate entities.

.y

-Provisions = -

Provisions are recognized only when the Company has a present (legal or consiructive)
obligation as a result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to. setile the obligation, and & reliable
estimate can be made of the amount of the obligation. If the effect of the time value of
money is material, provisions are determined by discounting the expected future cash
flows at pre-tax rate that reflects current market assessments of the tims vaiue of money
and, where approprinte, the risks specific to the liability, When discounting is used, the
- increase:in the provisipn due to the passage of time is recognized as an interest expense,
Provisions are révisited at each reporting date and adjusted fo reflect current best
estimate. - : .

Contingent liabilities are not recognized in the separate financial staterment but are
disclosed in the notes o the separate financial statement unless the possibility of an
_ ontflow of resources embodying economic benefits is remote. Continpent assets are not
. recognized .in the separate financial statement buf are disclosed in the notes to the

. geparate financial statément when an inflow of economio benefits is probable.

Evenis After the Reporting Date

Post year-end events that provide evidence of conditions that existed at the end of the
reporting date (adjusting events) are reflected in the separate financial statements, Post
year-end events that are not adjusting events aro disclosed in the notes to the separate
financial statements when material.

. Significant Accounting Judgment, Estimates and Assumpﬁnn

The preparation of the Company’s separate financial statements in accordance with FFRS
requires management fo make judgments, estimates and assumptions thet affect the
application of accounting policies and the amounts of assets, liabilities, income and
expenses reported in the separate financial statements at the reporting date. However,
unoerteinty ebont these judgments, estimates and assumptions could result in an outcome

 that could require & meterial adjustment to the carrying amount of the affected asset or
lability in the future.
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Judgments and estimates are continually evaluated and are based on histarical experience
and other factors, including expectations of future events that are belisved fo be
reasonable under the circumstances, Revisions are recognized in the period in which the
judgments and estimates are revised and in any futore period affected.

Judgmenis
Tn the process of applying the Group’s accounting policies, management has made the
following judgments, apart from those involving - estimations, wiich have the most

+ gignificant efféct on the amounts recognized in the separate financial statements;

Measurement of Fair Values .
A pumber of the Company’s accounting policies and disclosures reguire the
measurement of fair vakues, for both financial and non-finencial assets and liabilities,

The Company ‘uses market observable data when measuring the fair value of an asset or
liability. Fair values are categorized into different levels in a fair valus hierarchy based

, on the iu‘puts qsed in the valuation technicques (Note 3).

Tf the inputs used to measure the fair value of an asset or a liability might be cafegorized
in different levels of the fair value hierarchy, then the fair value measurement is
categorized in its entirety in the same level of the fair value hierarchy as the lowest level
input that is significant to the entire measurement,

The Company recognizes transfors between levels of the fair value hierarchy at the end of
the reporting period during which the change has occurred.

The fair value of the; Con;pany’s financial instruments are disclosed in Nots 20,

Going Concern

Management prepares the Company's separate financiul statements on going concern
basis, which contemplates the realization of assets and settlement of labilities in the
normal course of business, The management plans to continue the Company as a going
concern is discussed in Note 1.

Estimates and Assumptions

The key. estimates and. assumptions.used in the separate financial. statements-are based
upon management’s eveluation of relevant facts and circumstances as of the date of the
separate financial statements. Actual results could differ from such estimates:

Estimating Allowance for Impairment Losses of Receivables and Due from Reluted
Parties
Provision, for impairment of receivables and due from related parties is based on the

. Comipany’s essessment of the collectability of peyments from its trade customets, related

and third parties. This assessment requires judgment regarding the ability of each of the
customers to pay the amounts awed 10 the Compeany including those erising from related
parties that are part of the Restructuring Plan as discussed in Note 1. Any change in the

Company’s assessment of the collectability of receivable could significantly impact the

caioulation of such provision and results of operations,

Allowance for impairment losses on recetvables amounted to P1,843 es ut December 31,
2015 and 2014 (Note 6).

Allowance for impairment of losses on advances 0 subsidiaries amounted to nil and
P8,629 as at December 31, 2013 and 2014, respectively (Nois 8).
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Impairment of AFS Equity Financlol Assets

The Company follows the guidance of PAS39 in determining when an AFS investment is
other-than-temporarily inpaired. This determination requires significant judgment. In
maldng this judgment, the Company evaluates, among other factors, the duration and
extont fo which the fair value of an investment is less than its cost; and the financiat
health of and near-term business outlook of the investes, including factors such as
industry sector performance, and operational anid financing cash flow. '

" No allowance for impairment losses on AFS financial assets was recognized as of
December 31, 2015 and 2014, respectively, The carrying amount of AFS equity financial
agsets as at December 31, 2015 and 2014 amounted to P680 (Note 12).

Estimating Allowance for Fmpairment of Creditable Withholding Taxes CWT
‘The Company provides for an allowance for impairment losses on CWT at a level
considered adequate to provide for potential loss where the Company cannot utilize the
" benefits therefrom. The level of this allowance is evaluated by management on the basis
- of factors that affect utilization of the benefit therefrom including the profitability of the
Company.

As at December 31, 2015 and 2014, allowance for impairment of CWT amounted {o
P2,209 (Note 7),

Realizability of Deferred Tox Assels

A certain degree of judgment is required in determining the provision for income taxes,
as there are certain transactions and calculations for which the ultimate tax determination
i3 uncerfhin during the ordinary course of business. The Company recognizes & provision
for anticipated and pending tax audit fssues based on estimates of whether additional
taves will be due, Where the final tax outcome of these matters is different from the
amount that were initially recorded, such differences will impact the income tax and
deferred income tax provisions in the period in which such determination is made.
Further, recogunition of deferred income tax assets depends on management’s assessment
of the probability of available future iaxable incoms against which the temporary

. differences, unused tax credits and unused tax losses can be applied,

Deferred tax assets have not been recognized as at December 31, 2015 and 2014 because
management. believes that.it is.not probable.that . firture.taxable. profit will be available
against which the deforred tax assets may be utilized (Note 19).

Provisions and Contingencies

The Company, in the ordinary course of business, scts up appropriate provisions for its

present legal or constructive obligations, if any, in accordance with its policies on

provisions and contingencies. In recognizing and measuring provisions, management
* takes risk and uncertainties into account.

No provision for probable losses was recognized in the Company’s separate financial
statements for the years ended December 31, 2015 and 2014,

5. Cash

- The Con@pé_tny’s' cash in bank earn annual interest at the respective banlk deposit rates.

Tnterest income from cash in banks smownted to P3 thousand in 2015 and 2014,
respectively (Note 18).
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6. Reeeivahles

This acoount consists of:

Note 2015 2014
Advances to suppliers 2,282 2,282
Advances 1o employees - 41
. ’ 2,282 2,323

" Less allowance for impairment losses (1.843) (1.843)
. ’ 439 480
Others _ 16 7,832 7,891
20 ‘ P8.271 P8.371

Advances {o employees pertiin to recelvables from employees of subsidiaries which are
colldoted: through salary deduction. Advances to employees represent balances from
résigned ‘efployées and are subject to liguidation or will be charged against their
separation pay after final determination by senior management.

Other receivables pertain to reimbursements of costs incurred in behalf of entity wnder
common management,

7. Other Current Assets

' This acopunt consists oft

2015 2014 -
Craditable withholding taxes P44,421 P44,421
Allowance for impairment losses {2,209) (2,209)
Net 42,212 42,212
: ]'.npui;valueqdq'ed taxes 2,117 1,988
T T 44,329 P44,200

As at.December 31, 2015 and 2014, creditable withholding taxes (CWT) of
- P2,200 thousand were impaired and fuily provided- for. All jmpaired balances in the
CWT nccount refer to tax certificate considered to be “out-of-period” for tax purposes
and therefore canmot be utilized for future income tax. obligations. The remaining
balance of P42,212 thousand are not considered to be impaired as these relate to excess
tax payments which have no prescription period .and the balances are being carried
forward annually in the tax returms,
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8. Advancesio Subsidiaries

Movements and balances of this account are as follows:

‘Note 2015 2014
Advanoes to subsidiaries: :
Balange at beginning of year P101,439 P219,486
Settlemént . (11,755) (118,047)
89,684 101,439
Impairment loss:
Balance at beginning of year . 8,629 107,736
Reversal of provision for impairment (8.629) (99,107)
- 3,629
. Balance at end of year P39.684 792,810

Advances to subsidiaries are denominated in Philippine peso, over 360 days and
considered past due and demandable,

Tt was assessed that the remaining belance of advanves account of P89,684 in 2015 and
792,810 in 2014, are not impaired and are expected to be recovered from SCPC through
the realization of its recelvables and other assets apd fair value of the fixed assets based
on the,assessed floor price as part of the debt restructuring plans of management with its
mijor creditors (Note 1).

9. Assets Held-for-Sale

Tnvestment in associate (SLC) represents 249,500 common shares and 4,920 voting
preferred shares with a par value of P1 per share and P10 por share, respectively. The
Company's percentage of interest in SI.C is based on its direct 10.22% equity plus the

| 20.49% equity in SLC held by ifs three (3) wholly-owned subsidiarios. All the shares of
SLC are covered by the dacion en pago in compliance with the approved loan
restructuring (Note 1). This arrangement materialized in 2010 and the amount was
reclagsified from investment:-to non-current assets held.for sale.

The ownership with SLC is measured at lower of the carrying amount and fair value less
cost to seil. In 2012, the preferred shares of the Company with SLC amounting to P49
thousand were transferred to Greenkraft in relation fo dacion en pago (Notes 1) and
reduced the loan for the same amount. As at December 31, 2012, the carrying value of
. #he ghares 'was also reduced to P249 after issuance of the certificate authorizing
registration related to the Company’s preferted shares in SLC based on par value.
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10, Investment in Subsidiaries and Associates

As at December 31, 2015 and 2014, this account consists of:

%o of Acqaisition  Tinpairment

Entity ., - Ownership Cost Loss Total
Steniel Cavite Packeging
Corporation (SCPC) - 100% P1,698,000 (F1,698,000) P -
Treasure Packeging
Corporation (TPC) 100% 56,000 (50,000} =
: P1,748,000  (P1,748,000) P -

SCPC, TPC and SMPC

In 2006, the business operations of SCPC gradually slowed down. The temporary
cessation of the plant operation was approved by SCPC’s Board of Directors on
March 27, 2007 in view of the continued losses incurred since its incorporation in
addition to difficult economic and business conditions, Its operations are now limited to
leasing its existing assets to third parties. -

Tn 2008, TPC temporarily ceased its operations due to the cased filed against TPC by the
owner of its space and warehouse which was rendered by the court as meritorious and
TPC then laid off its employees. The obligation of TPC in relation to the above case was
fully settled in 2010.

The related investment cost for SCPC and TPC have been fully provided with allowance
for impairment losses following the ceszation of operation.

On December 27, 2013, the Board of Directors of STN approved the sale of its 99.99%
ownership or 9,249,995 common shares in SMPC to the following entitics and
individuals: '

: . Percentage of
Buyer Number of Shares Ownership
Greenkraft Corporation 3,083,947 . 33.34%
Corbox Corporation 2,774,999 30.00%
. Goldenbales Corporation 2,774,999 30.00%
Clement Chua 308,025 ‘ 3.33%
Rex Chua 308,025 : 3.33%

'The Compény sold its outstanding common shares for a total consideation of P20,000
thotisand Which resulted to a loss of P107,656 and further increase the deficit. The
sransfer of ownership shall be reflected in the stock and transfer books of SMPC upon
issuanes of the relevant Cerfificates Authorizing Registration by the Bureau of Internal
Revenus,
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11. Property and Equipment

"The movements and balances of this account are as follows:

Machinery and’ Computer

Equipment  Egquipment Total

“Cost - - ¢ .

December 31, 2014 and 2015 P1%,279 P577 P19,856

Accumulated Depreelation

January 1, 2014 1,977 469 2,446

Depreciation 1,928 51 1,979

December 31, 2014 3,905 520 4,425

Depreciation 1,928 40 1,968

December 31, 2015 5,853 560 6,393
) Carrying\Values

Decoember 31, 2014 P15,374 P57 P15,431

Decomber 31,2015 P13,/446 P17 P13,463

Pully depreciated praperty and equipment that are still being used by the Company for

administrative purposes.

12. Available-for-Sale Financial Assets

The account consists of investments in shares of stock of golf and couniry club

memberships and publicly-listed utility companies in which the

Company does not intend

to dispose in the short-term and were designated as available-for-sale financial assets.

These investments were measured =t fair valus based on quoted prices as &t
* December 31, 2015 and 2014 and did not result in any adjustment in the separafe

financial statements.

13. Trade Payables and Other Current Liahilities

This account consists of:

‘ . - Note 2015 2014
Trade payables ' 16 P8,298 P8,288
Accounts payable 3,053 2,808
Payable to government sgencies 143 -
Other liabilities ‘ 873 1,122

20 P12,367 P12,218

Trade payables mainly pertain to purchases of machineries in 2014 while other liabilities
mainly pertain to advances from CGreenkraft Corporation for payment of real property

faxes,”
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14. Borrowings

This account consists of:

Note 2015 2014

Greenlaaft Corporation P258,633 P261,471
Roxburgh Investment Limited 180,214 187,723
1, 16, 20 P438,847 P449,154

The above secured loans were originally obtained from lending banks nnder the Omnibus

Agreement’s revolving working capitel facility subfect to annual interest rates prior to

assignment of the loan to third parties in 2006, The said creditors/lenders are now

considered related parties of the Company following the dacion arrangements in 2010
. . and re-assessment of related party relationship during the year (Notes 1 and 16).

:“The property and equipment of the Company and its gubsidiaries and present and future
“u-receivables and nventories of its subsidiaries are uged as collateral in accordance with
“Amended Agreement, The fair value of assets, which includes investment in an
associate, land and land improvements and building and building improvements, pledged

as security amounted to P120,849 es at December 31, 2015 and 2014,

Further, the Amended Agreement provides for certain affirmative and negative covenants

" subject for' comipHance by the Company and its subsidiaries and payment terms ag
disenssed in Note 1 which is due after completion of dacion en pago or sale of properties
that is expected to be completed in 2016. Upon approval of the Amended Agreement,
the above creditors are awate of the Company’s non-complisnce with covenant due to the
Company’s financial condition and such will not be a ground to default from tho
Amended Agreement,

As discussed in Note 1, the accrued interest amounting to P294.6 miltion which was
, capitilized’ as, part. of the loan principal n 2010 in accordance with the Amended
Agreement, ‘wes condoned by its major creditors in 2011, In addition, the acorued
inferest in 2010 amounting to P13.1 million was also reversed in 2011 in relation to the
2-year grace period provided by its creditors. These were all offset against advances to
SCPC (Notes 10 and 16) as.the proceeds-of the original.loan.were.loaned-by- the
Company to the subsidiary, subject to the same interest rates.

In 2012, the TPC and MPPC’s invegtment in shares of stock with SLC amounting to
P0.64 million was assigned to Greeplraft Corporation as part of the dacion en pago
arrarigemeénts (Noté 1) resulting to a reduction of the borrowing balance.

15, Equity and Earnings Per Share

This account consists of!

. Par Value Amount in

) No, of Shares Per Share Thousand
Aurthorized 1,000,000,000 1 P1,000,000
Issued and outstanding 1,000,000,000 1 1,000,000
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At incorporation date, issued shares amounted to P876,182 with share premium of

P290,816 thousand, As disoussed in Note 1, the Company’s loans were resiructured in

October 2010 and unissued shares of 123,818,000 amounting to P123,818 were issued {o
a creditor to seitle portion of the loan and the balance of P123,818 was recognized a8 pert
of additional paid in capital account,

The Comipeny has no dilutive equity instruments. Basie earnings per common share in
centavos for the years ended December 31 is caloulated as follows: '

2015 2014

Income for the year available to common shares P8,393 P94,452
Divided by weighted average number.of common:

ghares, in thousand ] * 1,000,000 1,000,000

Basic earnings per share P0.00839 P0,0945
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a. Due to/from related parties consist mainly of non-interest bearing advances for
working capital requirements with no definite repayment dates. These are expected to
be settled in cash, ‘

b. .Reimbiirsement of various expenses paid in advance by the Company. These are
expected to be settle in cash.

o. ‘There is hokey management éompe_nsaﬁon as the Group’s finance and administrative
functions are being handled by a relaied pary under common conirol without any
charge. :

17 Oper.atil_ig Fxpenses

This account consists of*

Note 2005 2014

Depreciation 1 P1,968 P1,979

Professionsl fees 511 1,210

Salaries, wages and employee benefits 402 336

Office and compirter supplies ' 40 42

Transportation and travel 21 88

Taxes and Heenses : 1 215

Ttilities . - 180

Representation and entertainment - 159

Miscellaneous 427 448

P3,380 P4,657

18, Ofher Tricomo (EApense)
‘This aceount consists of:
Note 2015 2014
Reversal-of provision for impairment loss
on advances to subsidiaries 8 P8,629 P99,107
_ Foreign oxchange gain i6 -

Interest incofne - 5 3 3
Banl; charges - 1)

P11,773 99,109

19, Income Taxes

As. at December 31, 2015 and 2014, deferred tax assets have not been recognized in

"+ respect of the following items as meuagsment believes that it is not probable that
sufficient taxable profit will be available against which all deferred tax assets may be
utilized,

-3




The components of the Company’s unrecognized deferred tax assets as at December 31,

2015 and 2014 are as follows:
2815 2014
Provision for impairment of investment in or . '

advances to subsidiaries and associates P524,400 P526,089
Allowance for impairment of receivables 1,216 1,216
Minimum corporate income tax (MCIT) - 99
Net operating loss carry over (N OLCO) 2,351 1,342

Unrealized foreign exchange loss ) - -
P527,967 528,646

As at December 31, 2015, the Corapany has available NOLCO which can be claimed as.

deduction against future faxable income as follows:

Year Amount Applied Fapired Balance Date of Bxpiry

2015 P3,364 P - P- P3,304 December 31, 2018

2014 4,473 - - 4,473 December 31, 2017
P7,837 P - P- " B7,387

Details of MCIT are as follows:

Year Amount Applied Bxpired Balance Date of Expiry

2012 P99 P - (PY9) P - Dacember 31, 2013

2011 122 - (122} - Decomber 31, 2014
P221 P - @2n  P-

The reconciliation of the provision for (benefit from) income tax for the years ended
December 31 computed at the statutory income tax rate to actual incoms tax provision
shown in the profit or loss is shown below:

| 15 201
Income before income tax P5,268 P94,452
Tnoome-tax-expense at statutory tex rate of 30% PL,580 P28,336
. Adjustments to income tax resulting from;
Tnterest income subjected fo final tax (1A 1)
Bxcess on representation and entertainment - 48
Movement in unrecognized deferred tax asset (2,588) (28,383)
NOLCO 1,009 -
P - P -

26, lﬁinaucial Risk and Capital Management Objectives and Policies

Objectives and Policies
The Company’s financial assets and labilities, comprising mainly of receivables, trade

payebles and other cwrrent Jiabilities, borrowings and amounts due from/to related
parties, are exposed 10 4 variety of financial risks: market tisk (include price risk and cash
Flow interest rate risk) credit risk and liquidity risk. Manegement ensures that it has
sound policles and strategies in place to minimize potential adverse effects of these rigks
on the Company’s financial performance.
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Risk management is camied ouf through the policies approved by the BOD of the
Company. They identify and evaluate finaneial risk. The BOD provides principles on
overall risk management and on specific areas such a8 market risk (which include price

risk and cash flow interest rate risk) credit risk and liquidity risk.

' Liquidity Risk

Linuidity risk relates fo the failure of the Company to discharge its obligations and
commitments, 'The tight cash position limits its obligation to fake advantage of
increasing demands. The Company’s finencial liabilities include borrowings, frade
payables and other current linbilitios and advance from subsidiary and associate are due
within 12 months (Notes 13, 14 and 16).

The table below summarizes the maturity profile of the Company’s financial liabilities
based on contractual undiscounited payments used for liquidity management,

Corrylng Contractunl  Lessthan  More than

December 31, 2015 ) Amoeunt  Cagh Flow 1 Vear 1Venr
“Trade payahles and other ourreni Habilities P12,224 P12,224 Pizz2z4 . P -
Borrowings 438,847 1,175,528 19,123 1,156,402

. Cartying  Contractuel ~ Lessthan  More than
Pecpmbi:x‘&l, 2014 . Amount  Cash Flow 1 Year 1 Year
Trade phyables and other current Habilitles . P12,218 P12,218 Pi2,218 P .
Borrowlngs 449,194 1,194,648 24,708 1,169,040

Owing to the existence of conditions which cast material uncertainty on the Company’s
ability to continue as a going concern in the near future, as discussed in Note 1, the
Company is considerably exposed to the risk of not being able to raiss on a thnely basis

qufficient funds to meet 4ts loan and other commitments, The Company regularly

monitors its cash position, continuously negotiates with creditors for new credit terms
and depends on the financial support from its operating subsidiary and shareholders to
meet its obligation as they fall due.

“The remaining assets subject to dacion en pago under the provisions of the Amended

Agteement pertain o land and building with SCPC (subsidiary) with estimated floor
price of P100.0 million and common and preferred shares with SLC (associate) with fair
value-of P190.0-milliombased-on municipality-zonal value:(Note:8). Uponzcompletion-of
this {ransection, the balance of borrowings will be significantly reduced. Lend and
Building subject to dacion en pago was transferred to the lenders in 2014,

The details of updated forecasted liquidity reserve for the next 15 years based on the
restructure Joan and provisions of the Amended Agreemerit are as follows:

2010102015 201610 2024

Opening balance for the period 14,184 15,049
Operating cash flows 122,119 431,600
Cash inflows (outflows) for investment 175,175 . (77,000)
Cash outflows from financing {286,429) (247,320)
P15,049 P121,729

The above also excluded cash infiows from investments.
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Market Risk :

Market risk is the risk that the changes in market prices, such as foreign exchange rates,
interost ratos and other market prioss, will affect the Company’s income or the value of
its holdings in financial instruments. The objectivé of market risk menagement is io
manage and comtol market risk exposures within acceptable paramsters, while
optimizing the return. '

Inteyest Rate Risk
Tnterest rate risk is the risk thet the future cash flows of a financial instrument will
fluctnate because of changes in market interest rates.

The Company’s exposures to interest rate tisk relates primarily to the Company’s long-
term borrowings. '

The Company manages its interest rate risk by limiting its borrowings to long-term loans
with fixed intersst tates over the term of the loan.

Credit Risk -
Credit risk is the risk of financial loss to the Company if a counterparty to 2 financial
instrument fails to meet its contractual obligations,

Credit risk is managed on r Group basis at the STN level. Credit risk arises from deposits
with banks, receivables and due from related parties. Cash fransactions are limited to
high-credif-guality financial institutions, For the Company’s benks and financial
institutions requirements, decisions are made at the group level that considers and
leverages on Company’s needs and cost. Cash in banls are maintained with universal and
commercial banks which represent the largest single group, resource-wise, of financial
institutions in the Philippines. '

The maximum exposure of the Company to credit risk as at December 31, 2015 and
2014, without considering the effects of callaterals and other risk mitigation techniques,
is presented below.

Note 2015 2014

Cash ' 5 P1,249 P1,246
Receivables (] 10,115, 10,173
Advanees to subsidiaries _ 8 89,684 101,439
‘ P101,048 P112,858

The fable below shows the credit quality of the Group’s financial assetzs as &t
Deacember 31, 2015 and 2014:

December 31, 2018 Nejther Post Dne nor Tmpaired Poat Due
High Medlum Law but not
Grade Grade Grade Total _ Dmpalred  Jmpnived Total
Cuagh P1,249 P- P- - P1,249 P- P~ P1,249
Receivables 8,272 - - 8,272 - 1,843 10,115
Advances to
gubsldinries 59,684 - - 89,604 - - 80,684
99,205 P- P P99,205 P P1,343 P101,048
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Degember 31, 2014 Neither Past Dus nor Impaired Past Due

High Mediom Low bt not
Grads Grade Grade Total  Impaired  Impaired Tatal
Cush P1,246 P - P P1,246 P - P - F1,246
Receivables 8,330 - - 8,330 1,843 10,173
Advanoes 1o
gubsidiurles. - 52,810 - - 92,810 - §,629 101,439
: Pi02,386 P- P- P102,386 P P10,472 P112,858

It is the Company’s policy to maintain accurate and consistent risk ratings across the
financial assets which facilitates focused manegement of applicable risks, The Company
utilizes an internal crodit rating System based on its assessment of the quality of the
financial assets, '

The Company classifies its unimpaired receivables into the following credit grades:

High Grade - This pertains to accounts with a very low probability of default as
demonstrated by the customer/debtor long history of stability, profitability and diversity.
The customer/debtor has the ability to raise substantial amounts of funds through the
public markets, The customer/debtor has u strong debt servige record and e moderate use
of leverage.

Medium Grade - The customer/debtor has no history of default. The customer/debtor has
sufficient liquidity to fully service its debt over the medium term, The custemer/debtor
has' adequate capital to readily absorb any potential losses from its operations and any
reasonsbly foresoeable contingencies, The customer/debtor reported profitable operations
for at Jeast the past 3 years.

Low Grade - The customer/debtor is expected to be able to adjust to the oyclical
downtums in it§ operations, Any prolonged adverse economic conditions would however
pstensibly create profitability and liquidity iasues. Operating performance oould be
marginal o on the decline, The customer/debtor may have a history of default in interest
. but must have regularized ifs service record to date. The use of leverage is'above industry
standards but has coniributed to sharcholder value.

Capital Mapagement

The Company’s objectives when managing capital are to safeguard its ability to oontinue
s a going concern, so that it can continue to provideretums for-shareholders and benefits
for other stakeholders and to maintain an optimal capital structure to reducs the cost of
capital.

Cash flow from the dotivities of the Company’s operating subsidiary is considered a
measure that reflects the Company’s ability to generate funding from operations for its
. investing and financing activities and is reprosentative of the realization of vake or
shareholders from the Company’s operations, Total capital comprises the total equity as
shown in the separate statements of financial position. The Compeny being a listed
entity is covered by the PSE requirement of 10% minimum public ownership. The
Company is under suspended tading status in Philippine Stock Bxchange in 2006
pursuant to the PSE’s Implementing Guidelines for Companies under Corporate
_ Rehabiljtation when the Company notified the PSE in & disclosure that the stockholders
" ‘have approved entering into rehabilitation proceedings (Note 1).

The Company is not subject to externally imposed capitalization requirements.
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Fair Value Estimation of Finangcial Assets and Liabilities
Cuash and Receivables. The carrying amounts of cash and receivables approximate fair
values due to the relatively short-term maturities of these financial instruments.

AFS Financial Assets, The fair value of quoted AFS equity securities is determined by
reference 1o their quoted bid prices at the reporting date (Level 1). The fair values of
unlisted AFS financial assets are based on cost since there is no realizable basis for fair
value,

Trade Payables and Other Current Liabilities. The carrying amounts of trade payables
and other current liabilities approximate fair value due to the relatively short-term
maturities of these financial instruments.

Long-term Borrowings. Long-term borrowings is reported at its present value, which
approximates the cash amounts that would fully satisfy the obligations as of reporting
date. The carrying amount of long-term borrowings with annual interest approximate its
Tair value.

21. Supplementary Information Required by the Bureau of Internal Revenue (BIR)

' In addition to the disclosures mandated under PFRSs and such other standards and/or
conventions as may be adopted, companies are required by the BIR to provide in the
notes to the financial statements, certain supplementary information for the faxable year.
The amounts relating to such information may not necessarily be the same with those
amounts disclosed in the financial statements which were prepared in accordance with
PFRS. The following is the tax information required for the taxable year ended
December 31, 2015 (amounts rounded off to the nearest pese):

1. Bised on RR No. 15-2010

A, Value Added Tax (VAT)

1, Input' VAT

Beginning of the year P1,988,778
Current-year’s domestic purchases:
,a. Goods other than for resale or manufaciure 393
b.- Capital poods subject to amortization
c. Services lodped under other accounts 128,595
Balance at the end of the year . 2,117,766

B. Withholding Taxes

Tax on compengation and benefits P32,258
i Creditable withholding taxes - 17.650
' P49,908
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C. All Oiher Taxes (Local and National)

_Other taxes paid during the year recogrized under
v . “Taxes and Beenses” account under Operating
Expenses
License and permit fees P16,924

D, Tax Cases

As of December 31, 2015, the Company has no pending tax court cases nor has

recefved tax asgessment notices from BIR.
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REPORT OF INDEPENDENT AUDITORS
SUPPLEMENTARY INFORMATION

The Board of Directors and Stockholders
Steniel Manufacturing Corporation
Gateway Business Parl, Barrio Javalera
Gen, Triag, Cavite

We have audited in accordance with Philipl:;ine Standards on Aunditing, the acﬁompauying
separate financial statements of Steniel Manufacturing Corporation (the “Company”) as at and
for year ended December 31, 2015, and have issued our report thereon dated April 5, 2016.

Our audit was made for'the purpose of forming an opinion on the separate financial statements of
the Company taken as 8 whole. The tabutar schedule of Philippine Financial Reporting Standards
is the responsibility of the Company’s management, This supplementary information is presented
for the purposes of complying with the Securities Regulation Code Rule 68, As Amended, and is
not a part of the separate financial statements and, in our opinion, fairly states, in all material
respects, the separate financial statements data required to be set forth therein in relation to the
basic financiel statements taken as a whole.

'R.G.MANABAT & CO.

Lo

¢PA. License No. 0045177 .
SEC Accreditation No. 0027-AR=4, Group A, valid until August 24,2018
Tax Ideniification No, 106-197-186
BIR Accreditation No, 08-001987-6-2013
Tssued May 9, 2013; valid until May 8, 2016
PTR No, 5321509MD
Tssued January 4, 2016 at Makati City

April 5, 2016
Makati City, Metro Manila
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Frameworlfor the Preparation and Presentation ol Financial

concepiual Framework Phase A: Objeciives and gualitative
characteristics .

PERSs Practice Slatement Management Commentary

Phillppine Financlal Reporiing Siandards

PFRS 1
(Revised)

First-fime Adoption of Philppine Fincncial Reporiing
Standards

Amendmenis to PFRS T and PAS 27: Cost af an
Invesiment In a Substdlary, Jolnily Cenirolled Entlty or
Assaciate

Amendments ta PFRS 12 Additfonal Exernpiions for Fist-
time Adopters

Amendment to PFRS 1: Umited Exemplion from
Comparafive PFRS 7 Disclosures for FirsHime Adopters

Amendments fo PFRS 1: Severe Hyperinflation and
Reroval of Fixed Date for Fisk-fime Adoplers

Amendmenis to PFRS 1: Govermment Loans

Annual Improvements Yo PFRSs 2007 — 2011 Cycle: First-
time Adoption of Phillppine Fnanclal Reporiing
Standards — Repeated Applicalion of PFRS 1

Annugl Improvements fo PFRSs 2009 ~ 2011 Cycle:
Sorrawing Cost Exemption

Annuct Improvements fo PFRSS 2011 - 2013 Cycle: PFRS
varston thert a first3ime adopler can apply

PFRS 2

share-based Payment

Amendmenis 1o FFRS 2; Vesiing Condiltlons and
Canceliations

Amendments to PFRS 2 Group Cash-settied Share-
based Payment Transactions

Annhual Improvernents fo PFRSs 20102012 Cycle:
Meaning of 'vesting condiilon'

PFRS 3
{Revised)

Business Cembinations

Annual Improvemenis fo PFRSs 20102012 Cycle:
Classileation and reasurement of contingent
constderafion

Annual Improvements jo PFRSs 2011 - 2013 Cycle: Scope
axclusion for the formation of jaint arrangements

PFRS 4

Imsurance Confracts

Amendments fo PAS 3% and PFRS 4: Fincancial Guarantes
Confructs

PFRS &

Non-current Assets Held for Sale and Discontinued
Cperatlons

Annual Improvements to PFRSs 2012 - 201 4 Cycle:
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Changes In method for disposc

PERS &

| Explorction for and Evaluailon of Minetal Resources

PFRS 7

Financlal instruments: Disclosures

Amandments to PFRS 7; Transiiion

Amendments 1o PAS 39 and PFRS 7: Reclassiiication of
Financlal Assets

Amendments to PAS 39 and PFRS 7: Reclassification of
Financlal Assets - Effective Daie and Transftion

Amendments fo PFRS 7: Improving Disclosures about
Finoncial Instruments

Amendments to PFRS 7: Disclosures - Transfers of
Financial Assels

Amendments to PFRS 7: Dlsclosures — Offsafting Frericial
Assels and Financlal Uabililes

Amendments 1o FFRS 7: Mandatory Effective Dale of
PFRS 7 and Transliion Disclosures

Annual limprovements fo PFRSs 2012~ 201 4 Cycle:
‘Conlinuing Involvernent® for servicing coniracls

Annued Imnproverments to PFRSs 2012~ 2014 Cycla:
Offseifing disclosures in condensed Interm fnanclal
steternants

PFRS B

Operating Segmsnis

Annugl Improvements to PFRSs 2010 - 2012 Cycle:
Disclosures on the aggregation of operating sagments

FFRS ¥

Financlal Insfruments

Hedge Accounting and amendmens fo PFRS 9, PFRS 7
ang PAS 39

PFRS 9
(2014)

Financicl Instruments

PFRS 10

Corsolidated Financial Statements

Amendments To PFRS 10, PFRS 11, and PFRS 12!
Consolidaied Financial Statements, Joint Arangements
and Disclosure of Interesls in Other Enflfles: Transtfion
Guidance

Amendments fo PFRS 10, PERS 12, and PAS 27 [2011):
Investment Enfitles

Amendments to PFRS 10 and PAS 28; Saofe or
Contibution of Assels between an Investor and its
Assoclate or Joint Venlure

Amencments fo PERS 10, PFRS 12 and PAS 28! Invastment
EnfHles: Applying the Consolidafion Exceptlion

PRRS 1

Joint Arrangemends

Arnendmens to PFRS 10, PFRS 11, and PFRS 12: ]
Consolldated Financlal Stoternents, Joint Arr‘ungemenis
ond Disclosure of interests In Other Entitles; Translilen
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Amendments fo PFRS 11: Accounting for Acquistiions of
Interssts in Joint Operatlons

PFRS 12

Disclosure of interests in Other Entifles

Ameandmanis 1o PFRS 10, PERS 11, and PFRS 12:
Consolidated Finonclal Sfatemenits, Jolnf Arungemenis
and Disclosure of leterests In Other Enfities: Transltion
Guidance

Amandments fo PFRS 10, PFRS 12, and PAS 27 {2011}
Invesiment Entliles

Amendmenis 1o PFRS 10, PFRS 12 cind PAS 28: Investrment
Entities: Applying ihe Consolidation Exceplion

PFRS 13

Falr Volue Measurement

Annual Improvements fo PFRSs 2010 - 2012 Cycle:
Measurement of short-ierm receivables and payables

Annual improvements to PFRSs 2011 - 2013 Cycle: Scope
of portfalio.exception

PFRS T4

Regulatory Deferral Accounts

Fhilppine Accounting Standards

PAS 1
[Revised)

Presentafion of Financlal Statements

Amendmant to PAS 1; Caplial Disclosures

Armendments fo PAS 32 and PAS 1; Puttable Financlal
Instrurnents and Obligafions Arlsing on Liquidailon

Amendmenis to PAS 1: Presenialion of iems of Clher
Comprehensive Income

Annua Improvements to PFRSs 2009 - 2011 Cycle:
presentaflon of Financlol Siatements - Compaorative
Informalion beyond Minlmum Requlrements

Annual improvemenis to PFRSs 2009 ~2011 Cycle:.
Fresentation of the Opening Statement of Financlal
Poslilon and Related Noles

Amendmenis to PAS 1: Disclosure Iniflafive

PAS 2

Inventories

PAS7

Statement of Cash Flows

PASSH

Accouniing Polictes, Changes In Accounding Eslimates
and Erors

PAS 10

Events after the Reporiing Perlod

PAS 1Y

Construction Contracts

PAS 12

Income Taxes

Amendment 1o PAS 12 - Deferred Tax: Recovery of
Underlying Assets

PAS 16

Property, Plont and Equipment
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Annual Improvements to PFRSs 200% — 2011 Cycle:
Property, Flant and Equipment = Classification of
Servicing Equipment

Annuol Improvernents to PFRSs 2010 - 2012 Cycle:
Restatement of accumuloted depreciation
[amarfization) on revaluation {Amendmerds 1o PAS 16
cnd PAS 38)

Amendmants o PAS 16 and PAS 38: Clarfication of
Acceptable Methods of Depreclafion and Amortization

Amendments to PAS 16 and PAS 41: Agriculture: Bearer
Planis

PAS 17 Leases

PAS 18 Revenue

PAS 19 Employae Seneflis

{Amended) % 0 ents fo PAS 19: Defined Benefli Plans:
Employee Contributions
Annual Improvemerts to PFRSs 2012~ 2014 Cycle:
Discount rate in a reglonal market sharing the same
currency - 8.g. the Eurozone

PAS 20 Accounting for Govermnment Grants and Disclosure of
Govemment Assistance

PAS 21 The Ef{ects of Changes In Forelgn Exchange Rates

’ Amendment: Net Investiment in a Forelgn Operallon

PAS23  {Bolrowing Costs

{Revised) :

PAS24 . |Related Party Disclosures

(Revised) Annual improvemsnis o FFRSs 2010 ~ 2012 Cycle:
Definfiion of 'related party’

PAS 26 Accounilng and Reporling by Reflrerment Beneflf Flans

PAS 27 Separale Ananclal Staternends

{Amended) o dments fo FFRS 10, PFRS 12, ond PAS 27 {2011):
invesiment Enfities
Amendments fo PAS 27: Equity Method In Separale
Financlal Statements

PAS 28 Investments In Associates and Joint Veniures

(Amended} ) ments fo FFRS 10 and PAS 28: Sale or
Contribuiion of Assets between an Investor and its

‘| Assoclate or Joini Veniure

Amendments 1o PFRS 10, PFRS 12 anel PAS 28; investiment
Entifies: Applying the Consolidation Exceplion

PAS2Y Financlal Reporiing In Hyperniiationary Economles

PAS 32 Financic instrumenis: Disclosure and Presentailon




' Amendmenis o PAS 82 and PAS 1: Pullable m—

instruments and Obllgalions Alsing on Liguidaiion

Amendment o PAS 32: Ciassiication of Rights lssues

Amendments to PAS 32: Offselting Financlal Assets and
Financial Liab#ifles

Annual Improvements to PFRSs 2009 — 2011 Cycle:
Elnancicl Instiruments Presentalion — Income Tax
Consaquences of Distibutions

PAS 33

Eamings per Share

PAS 34

Interim Financlal Reporting

Annual lmprovemanis o PFRSs 2009 ~ 2011 Cycle:
interim Financial Reporting — Segment Assets and
{labilfies

Annual iImprovements to PFRSs 2012 - 2014 Cycle;
Dlsclosure of Informction “elsewhere In fiie Interlm
finunelal report’

PAS'34

Impaiment of Assets

Amendmaenis to PAS 3é; Recoverable Amount
Disclosures for Non-Finencial Assets

PAS 37

Provisions, Condingent tabliifies and Contingent Assels

PAS 38

Intanglble Assols

Annual improvements to PFRSs 2010~ 2012 Cycle:
Restatement of accumulated depreclailon
[amorizafion} on revaluation {Amendmenfs o PAS 16
and PAS 38)

Amendmenis o PAS 14 and PAS 28: Clarification of
Acceplable Methods of Depreciafion and Amortization

PAS 39

Findncla! instrumenls: Recognition and Measurement

Amendments to PAS 3%: Transition and Inlfiat Recogrnition
of Financlal Assets and Fnanclel Habiifies

Amendments fo PAS 39: Cash Flow Hedge Accountlng '
of Foracast Infragroup Tronsociions

Amendments fo PAS 39: The Foir Value Oplion

Amendmenis jo PAS 39 and PFRS 4: Financlal Guarantes
Contracts

Amandments ta PAS 39 and PFRS 71 Reclassificalion of
Finenclol Assels

Amendments to PAS 39 and PFRS 7: Reclossificalion of
Financlal Assets — Effective Date and Transiion

Amendments to Phlllppine inferpretaiion IFRIC-? and
PAS 39; Embedded Derlvatives

Amendment to PAS 39: Elgible Hedgsad fems

Amendment fo PAS 39: Novation of Perlvalives and
Confinvation of Hedge Accounting

PAS 40

tnvesiment Properly
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PAS 1]

Agriculivie

Amendments to PAS 16 and PAS 41: Agriculturs; Bearer
Flemts

Phillppine Inferpretaflons

IFRIC Changes In Existing Decomimissioning, Restoration and
Simillar Liabilities

FRIC2 . |Members Share in Co-operative Entifles and Similar
Instruments

IFRIC4 |Detenrining Whether an Arangement Contalns alease

IFRIC S Rights 1o Interests cxising from Decommissioning,
Restoration cnd Environmental Rehobiiftation Funds

IFRIC & Uabllites arising from Periicipaling In a Spechic Market -

. Waste Electical and Electronic Equipment
| ERIC 7 Applving the Resigiement Approach under PAS 27

Finanelel Reporting in Hyperinfialionary Economles

IFRIC ? Reassessment of Embedded Derivatives
Amendmenis to Phlllppine Interprefation IFRIC-? and

. PAS 39; Embedded Derivatives

IFRIC 10 interim Financial Reporiing and impalment

IFRiC 12 $ervlce Concesslon Arangemenis

IERIC 13 Customer Loyaily Programmes

, | IFRIC 14 PAS 19 - The Limlt oh o Definad Beneft Asset, Minimum

funding Requirements and their interaction
Amendments io Philippine Interpretafions IFRIC- 14,

.. Prepayments of a Minimum Funding Requirement

IFRIC 14 Hedges of o Net Investiment In a Forelgn Operallon

IFRIC 17 Distibutions of Non-cesh Assels fo Owners

IFRIC18  |Transfers of Assels from Cuslomers *

IFRIC 19 Extinguishing Financlal Uabliifies with Equity Instrurnents

IFRIC 20 Sifipping Cosls In the Production Phase of o Surface
Mine

IFRIC 21 Levies

siIc-7 Introduction of the Euro

51C-10 Govemnment Asslstance - Mo Speaciiic Relation o
Operating Acilvilles

5IC-15 Opoerafing Leases - Incentlves

SIC-25 Income Toxes - Changas in the Tax Status of an Enilty or
115 Shareholders

sIC.27 Evaluailing ihe Substance of Transactions Involving fhe

Legal Form of a Lease
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S1C-29
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$arvice Concesslon Arangemenis; Disclosures.

oty

§1C-31 Revenue - Barter Transactions involving Adveriising
Services

SiC-32 Infanglble Assels - Web Siie Costs

Philippine interpretations Commiliee Questions and Antwers

PIC Q&A PAS 18, Appendix, paragraph ¢ ~ Revenue recogmniilon

2006.01 for sales of property units under pre-compleflon
coniracts )

PIC QA PAS 27.10(d} - Clarificatlon of criteria for exemption from

2006-02 preseniing consolidated financlal staterments

PIC Q%A PAS 1.103{a1) - Basls of preparaflon of financial

2007-01-  |statements If an entity hos not applied PFRSs In full

Revised

PIC GEA  1PAS 20.24.37 and PAS 39.43 - AccoUniing for

2007-02 govemment locns with low interest rates [see PIC Q&A
Na. 2008-02} -

PIC QLA |PAS 40,27 - Vdluallon of bank red! and other properiles

{2007-03 acgulred {ROPA)

PIC Q&A FAS 101.7 - Application of criterla for a qualliying NPAE

2007-04

PIC Q&A PAS 19,78 - Rate used In discounting post-employrmant

2008-01- |benefit obiigations ‘

Revised

PIC Q&A PAS 20,43 — Accouniing for government loans with low

2008.02 Interest rates under the amendrnants fo PAS 20

FICQRA  |Framework.23 and PAS 1.23 - Financial statements

200901 prepared on a basis other than golng concern

PIC Q8A PAS 39.AG71-72 - Rate used In determining 1he fuir

2009-02 value of govermment securties In the Phillppines

FIC QRA PAS 39.AG71-72 - Rafe used in determining the falr

2010-1 value of governmeant securifies In the Phillppines

PIC Q&A PAS 1R.14 - Basis of preparation of financial statements

2010-02 ] ‘

PICQEA | PAS T Preseniation of Financial Statements

2010-03 Current/non-curreni classification of a callable term
loan

PICQAA  |PAS 1.10{f} - Requiremenis for a Third Statement of

2011-D1 Financlal Posiffon

FIC Q&A PERS 3.2 ~ Commen Condrol Business Combinations

201102

PIC Q&A Accounting for Inter-company Loans

201103 ]

PIC G&A | PAS 32.37-38 - Costs of Public Offering of Shares

2011-04 :

PIC QLA PFRS 1.01-D8 — Fair Value or Revaluaiion as Desrred

201105 Cost




201106

'PFRS 3, Business Comblnations (2008}, and PAS 40,
investment Praperty — Acqulsition of Investiment
properilas - asset acquisition or business cornbinatlon?

PIC Q&A
201201

PERS 3.2~ Applicalion of the Pooling of Interests Method
for Business Combinafions of Entities Under Common
Control in Consofidated Fnancial Stafements

PIC Qi&A
2012-02

Cost of 1 New Bullding Constructed on the Site of o
Previous Bullding

FIC QA
2013-01

Appliceblity of SMEIG Final Q&As on ihe Application of
{FRS for SMEs jo Philipplne SMES

FIC QRA
2013-02

Conforming Changes fo PIC Q&As - Cycle 2013

PIC Q&A
2013-D3
{Revised)

FAS 19 ~ Accouniling for Employee Beneflls under a
Defined Contribution Plan subject fo Requirements of
Republic Act {RA) 7441, The Philippine Rellrement Law




