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IN D.EPENDENT AUDITOR'S REPORT 

The Stockholders and the Board of Directors 
Basic Energy Corporation and Subsid iaries 
7th Floor, Basic Pelroleum Building 
C. Palanca, Jr. Street, Legaspi Village 
Makati City 

Opinion 

lei· (11~2) 801 0$07 
Fax: (S32) 619 ~72 
ey conVµh 

SONPRC RQ\J. No 0001, 
December 14, 2016. valid until Oece.ntbcr 31 , 2018 

SEC Accreditation No 0012·FR·4 (Group A). 
November 10. 201 S. valid uNi Novemtler 9. 2018 

We have audited the consolidated financial statements of Basic Energy Corporation and its subsidiaries 
(the Group), which comprise the consolidated statements of financial position as at December 31, 2016 
and 201 S, and the consolidated stalcments of income, consolidated statements of comprehensive income, 
consolidated statements of changes in equity and consolidated statements of cash flows for each of the 
three year.; in the period ended December 31, 2016, and no1es to the consolidated financial statements, 
including a summary of significant accounting policies. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the consolidated financial pos ition of the Group as at December 31, 2016 and 20 IS, and its consolidated 
finru1cial perfonnancc and its consolidated cash flows for each of the three years in the period ended 
December 31, 2016 in accordance with Philippine Financial Reporting Standards (PFRSs). 

Basis for Opinion 

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our 
responsibilities under those s tandards are further described in tl1e Auditor's Responsibilities for the Audit 
of the ConsolidotedFinancial Statements section of our report. We are independent of the Group in 
accordance with the Code of Ethics for Professional Accountants in the Philippines (Code of Ethics) 
together with the ethical requirements that are relevant to our audit of the consolidated financial 
statements in the Philippines, and we have fulfilled our o ther ethical responsibilities in accordance with 
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion. 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the consolidated financial statements of the current period. These matters were addressed in the 
conlexl of o ur audit of the consolidated financial statements as a whole, and in forming our opinion 
thereon, and we do not provide a separate opinion on these matters. For each matter below, our 
description of how our audit addressed the matter is provided in that context. 

We have fulfilled the responsibilities described in the Auditor 's Responsibilities for the Audit of the 
Consolidated Financial Statements section of our report, including in relation to lhcsc matters. 
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Accordingly, our audit included the performance of procedures designed to re~pond to our assessment of 
the risks of ma1criaJ misstatement of the consolidated financial statements. The results of our audit 
procedures including the procedures perfonned to address the matters below, provide the basis for our 
audit opinion on the accompanying consolidated financial statements. 

Recoverability of deferred exploration costs 

Under PFRS 6, ExploMrionjor and E11alua1io11 of Mineral Resources, the Group's deferred exploration 
costs shall be assessed for impairment when facts and circumstances suggest rhat rhe carrying amounts 
exceeds the recoverable amounts. Deferred eKploration costs amounted to P87.83 million as at 
December 31, 2016, which pertains to pru1icipating interests in oil and gas and other renewable resources 
service contracts. The ability of the Group to rec.over its deferred exploration costs depends on the 
success of exploration for and evaluation of oil and gas and other renewable resources in the specific area. 
The Group recognized additional allowance for impairment amounting to :Pl 66. 71 million in 2016. We 
considered the substantial amount of lhis account and the significam managcmenl judgment required 
when performing an impairment review as a key focus area in our audit. 

1l1e Group's disclosures about service contracts and impainneni assessment are presented in Note 9 to rhe 
consolidated financial statements. 

/Judi1 response 

Our audit procedures included understanding the processes and controls involved in derenuining whether 
there are impairment indicators under PFRS 6. We obtained the summary of the status of each 
exploration project as at December 31, 2016 and compared it with the disclosures submitted to regulatory 
agencies. We also inspected service contracts and relevant joint operations agreement of each of the 
exploration projects to determine that the period for which the Group has the right lo explore in the 
specific area ha~ not expired and/or the Group has rights and obligations under the contracts through 
pai1icipating interests. We also read the minutes of the meetings of the Group's Board ofDireccors for 
the discussion of management plans and significant developments on the service comracts or of any 
concession areas that are expected to be abandoned or any exploration activities that are planned to be 
discontinued in those areas. We considered the status of the service contracts and managemeut's plans in 
determining whether the deferred exploration costs may be impaired. For deferred exploration costs 
where the status of the service contracts shows an indicator of impainnent, we obtained and reviewed 
management's estimate of the service contract's recoverable amount. 

Valuation of Investment Propetties at Fair Value 

The Group has investment properties which are accounted for using the fair value model and represent 
18% of consolidaied total assets as of December 31, 2016. Fai·r value gains relating to those propcnies 
amounted to f>?J .96 million decreasing ihe 2016 total comprehensive Joss by 36%. As disclosed in Note 
8 to the consolidated financial sratemcnrs, the determination of the fair value of investment properties 
involves significant management judgment and estimations, and is based on appraisal reports prepared by 
an extema! appraiser. The valuation by the exiemal appraiser depends on certain assumptions such as 
size, characteristics of lot, location and quality as well as listings of comparable properties by reference to 
historical data and comparable properties. Thus, we considered this as a key audit matter. 
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We evaluated the competence, capabili1ies and objectivity of the external appraiser. We involved our 
int em al specialist in the review of the methodology and assumptions used in the valuation of the 
invcsuncnt properties. We assessed the methodology adopted by reference to common valuation models, 
and evaluated key inputs used in 01c valuation, specifically size, characteristics of !or, location and quality 
as well as listings of comparable propenies by reference 10 historical data and comparable properties. We 
also reviewed the disclosures relating to investment properties. 

Other Information 

Management is responsible for the other infonnation. The other information comprises the information 
included in the SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A and Annual Report 
for the )rear ended Dcecmber JI, 2016, bu1 does not include 1he c-0nsolidated financial ~lat~ments and our 
auditor's report thereon. The SEC Form 20-JS, SEC Form 17-A and Annual Repon for the year ended 
Dcc.:mbcr 31, 2016 are expected to be made available to us after the date of this auditor's report. 

Our opinion on the consolidated financial statemenls docs not cover the other i1tfon11a1i<m and we will nDl 
express any form of a.ssumnce conclusion thereon. 

In connection with our audits of the consolidated financial statements, our responsibility is to read the 
other information identified above when it becomes available and. in doing so, consider v.hethcr the other 
information is materially ioconsisrenl with the C-OnS-Olidatcd financial statements or our knowledge 
obtained in the audiis, or otherwise appears to be materially misstated. 

Responsibilities of Maoagemeot aod Those Charged with Go~·ernaoce for the Consolidated 
Financial Statements 

Management is responsible for 1he preparation and fair presentation of the consolidalcd financ.ial 
su11emcn1s in accordance with PFRSs. and for such imernnl control as management determines is 
necessary to enable 1he prepAralion of cons-0lidated financial statements that arc free from material 
misstatement, whether due to fraud or error. 

In preparing the consolidated financial smcments, manngcment is responsible for a.<sessing the Group's 
ability to continue as a going concern, disclosing. ai. applicable, matters related to going concern and 
using the going concern basis of accounting unless management either intends to I iquidaie the Group or to 
cease operations, or has no realistic alternative but to do so. 

·n1ose charged with governance are responsible for overseeing the Group's financial reporting process. 

Auditor's Responsibilities for the Audit of the Consolldatw Financial Statement$ 

Our objectives arc to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report 
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conduc.ied in accordance with PSAs will always detect a materia.I misstatement when it exists. 
Misstatements can arise from fraud or error and are c-011sidered material if, individually or in the 
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aggregate, they could reasonably be expected to influence the economic decisions of users taken on the 
basis of these consolidated financial statements. 

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

• Identify and assess the risks of material misstatement of the consolidated financial StGrements, 
whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omi<sions. misrepresentations, or the o\·erride of 
internal conrrol. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on !he 
effectiveness of the Group's internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disolosures made by management. 

• Conclude on the appropriateness of managemcnl 's use of the going concern basis of accouming and. 
based on the audit evidence obtained. v.'hcther a material uncertainty exists related to c\'cnts or 
conditions that may cast significant doubt on the Group's abilicy :o continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw anention in our auditor's 
reporr to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtnined up to 
the date of our auditor's report. However, future events or conditions may cause the Oroup to cease 
to continue as n goiJJg concern . 

• Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial sratements represent the underlying 
transactions and events in a manner Iha: achieves fair presentation. 

• Obtain sufficient appropriate audit evide.nce regarding tlie financial inforn1ation of tho entities or 
business activities within the Group to express an opinion on the consolidated financhl S13\ements. 
We are responsible for the direction, supervision and performance of the audit. We remain solely 
responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other maners, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

We also pro,•idc those ccharged with governBJJce with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
maners that may reasonably be thought to bear on our independence, and where applicable, relarcd 
safeguards. 
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SGV 
Building a better 
workin9 world 

- 5 -

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditor's report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare cifcumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication. 

The engagement partner on the audit resulting in this independent· auditor's report is 
Jaime F. de! Rosario. 

SYCIP GORRES VELA YO.& CO. 

Jaime F. de! Rosario 
Partner 
CPA Certificate No. 56915 
SEC Accreditation No. 0076-AR-4 (Group A), 

May I, 2016, valid until May!, 2019 
Tax Identification No. I 02-096-009 
BIR Accreditation No. 08-001998-72-2015, 

March 24, 2015, valid until March 23, 2018 
PTR No. 5908689, January 3, 2017, Makati City 

March30, 2017 
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CONSOLIDATED STATEJ\fENTS OF FINAi"'ICIAL POSil ! G;;·;·;u \@I 
ASSETS 
C urrent Assets 
Cash Md ca•h equivalents (Note 4) 
RcctiV11bles (Note .5) 
Prepayments lllld other cutTeoi assets (Note 6) 
Total Curr ent Assets 
Non<u rrent Assets 
A vailable-for·sale (AFS) financial asS<ts (Note 7) 
Investment propenies {No<e 8) 
Deferred exploration oosts (Nau: 9) 
Property aod equipment (Nore 10) 

At cost 
At revalued illlOUn1 

Deferred income tax asset - net (Note 20) 
Other noncurrent assets 
Total Noncorrent Assets 
T OT AL ASSETS 

LIABILITIES AND l::Q'Ul1"Y 
Curr en t Liabilities 
Accounts payable and accrued expenses (Note 11) 
Income tax payable 
Dividends payable 
Total Currt.11t Lbbilitics 
Noncurrent Ll•biUty 
Acaucd retiremcot benefilS (Note 19) 
D<ferred income tax liability · lle1 {Note 20) 
To 12t No ncurrent Li.abilities 
T otal Li•bllltics 
Equity 
Equity Attribu!Jlble to Eq uity llolders of the Parent Comp2ny 
Capital stock • P0.25 par value 

Authorized • l 0,000,000,000 shares 
Issued - 2, 560,1 18,5!2 shares (Note 12) 

Additional paid-in capital 
Deposits for foturc stocl< subscription (Note 13) 
Rcvaluaiion increment in office condominium (Note 10) 
Net unrealized gains on changes in foir value of AFS financial asselS 

(Note 7) 
Remeasurement loss on accrued retirement benefits 
Cumulative translatiOll adjustment 
Rctai11ed earnings 
Total equity aun'butable to equity holden of the 

Parent Company 
Non-controlling bltcrcsts 

Trca.su.ry stock · at cost (Note 14) 
Total Equity 
TOTAL LIABILITIES A.lliD EQUITY 

Sc~ accompanying Nor~~ to Cons0Uda!11d Fina.nciol Su:Htnttnl1, 

lo.:) --- ' '9""'t ___ .._ - - t >i.-.- .u ; 
''016 

p 159,615,881 
l ,500,836 
7,967,610 

170,094,337 

135,Sl 1,886 
175,380,SOS 

87,816,307 

20,366,l68 
27,885,027 

3,973,602 
550,941,595 

P 721,041 ,932 

fl7,216,l21 
7,424 

888,714 
8,112,359 

13,411 ,887 
307,042 

13,718,929 
ll.831,288 

640,029,628 
32,699,360 
13,941,078 
18,845,804 

5,638,748 
(4,700,836) 
(S,298,491) 
64,317,l&S 

76S,4n,496 
(63,0l I ,851) 
702,450,644 

(3,240,000) 
699,210,644 

P721,041,.932 

.... .. 
.,. ' . ~\ l)l"f'. ,· If.- - / 

v 
P201,015,066 

2,460,790 
4, 195,650 

207,671,506 

I 60,410,490 
20),424,809 
223,495,457 

),064,605 
18,968,904 
S,586,561 
4,6 16,447 

619.567,2?9 
P827,23S,785 

1>4,649,360 
l,1 19,429 

888,714 
6,657,503 

13,69-1,736 

13,694.736 
20.352,239 

640,029,628 
32,699,360 

12,805,479 

5,527,352 
(4,S64,364) 
(1,045,732) 

138,443,999 

8'23,895.722 
(13,769,176) 
810,126,546 

(J,240,000) 
806,886,546 

P827,238, 785 



BASIC EN.ERGY CORPOR.\TION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF JNCOME 

Years Ended De.cembc:r 31 

OTHER INCOME (CHARGES) 
Fair value adjustment on investment properties (Note 8) 
Unrealized foreign exchange gains (losses} ·net 
Divide.ad income (Note 7) 
Interest income (Note 16} 
Reali.zed gains (losses) on iorcign exchmge · net 
Gain on sale or AFS financial asscL5 (Note 7) 
Others 

EXPENSES 
Provision for impai.nnent of dcfcrre:d exploration costs 

(Note 9) 
General and administrative expenses {Note l 8) 

INCOME (LOSS) BEFORE INCOME TAX 

PROVISI01'.FOR (BEN!:FIT FROM) INCOME 
T AX (Note 20) 

Current 
Deferred 

NET LOSS 

NET INCOME (L-OSS) ATTRIBUTABLE TO: 
Equity holders of the Parent Company 
Non-controlling interest 

EARNINGS (LOSS) PER SHARE (Note 21) 
!lasic/Diluted 

See m:compt'llt.Ying flo!c110 Consolidal6d Fitfanctal Statements. 

1016 2015 20!4 

l'7 J ,955,696 
16,414,280 

4,820,629 
4,633,256 

24,243 

97,849,715 

166,713,571 
51,954,997 

218.668,568 

(1'120,818,853) 

930,058 
2,7J l,40l 
3 641,459 

(I" 124,460.3 U) 

(1'75,648,092) 
( 48.812,220) 

(!'124,466,312) 

(P0.030) 

l'­
(5,999,575j 
5,985,400 
5,6.J 1,656 
(122,123} 

45,002,263 
(31,966) 

50,465.655 

48,480, 563 
48,480,563 

1,985,092 

2,104,723 
1,068,692 
3,173,415 

(P l,1 88,323) 

1'5,444,SJS 
(6,633, 138) 

(Pl .l 88.323 J 

l'0.002 

P-

5,145,575 
!6,927,917 

! 1,830,398 
2,848,840 

36,752 730 

5l,9S0.233 
51,980,233 

(15,227,503) 

3,429,465 
(12.025.391) 
(8,595 926) 

(1'6,631,577) 

(P3,579,062) 
(3,052,5 ! 5) 

(1'6,63 I ,5 i7!,, 

(1'0.001) 
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

NET LOSS 

OTHER COM PREHENSIVE INCOME (LOSS) 
01/ier comprehensive income (/OJS} 10 be reclas$ijied ro 

profit or lass in subsequen/ period.1: 
Curnulative trans1atioa adjustn1ent 
Unrealized 2ains (losses) on AFS financial assets (Nole 7) 

0fher comprehensiv8 income (Jo:r$) nor to bf! reclassified 
to profit or Joss irt subsequenl periods: 

Revaluation increment in office condominium 
lnc.on1e tax effect 

Remeasurement gain (loss) cm retirement benefits liability 
(Note 19) 

Income tax effoc.1 

OTHER COMPREHENSIVE INCOME (LOSS) 
FOR THE YEAR,NF.:TOFTAX 

TOTAL COMPREHENSIVE LOSS 

TOTAL COMPREHENSIVE LOSS ATTRUIOTABLE 
TO: 

Equity holders of lbe Parent Company 
Non-controlling in1eres1 

See acco,,..ponying N&te.v to C..oHSclidoted Financial Sta:~mcnt:s, 

Years Ended December 31 
2016 2015 2014 

(Pl24,460,312) 

(4,693,215) 
111,396 

(4,$81,819) 

10,802,318 
(3,240,695) 
7,561,623 

(194,960) 
58,488 

(136,472) 

2,843,332 

(P121,616,980) 

(1'72,364,304) 
(49,'252,676) 

(Pl21,616,980) 

(I' 1,188,323) (1'6,63 ! ,577) 

1,059,867 
(30,650, 745) 
(29,590,878) 

636,858 
(191,057) 
445,801 

(29, 145,077) 

..Q'30,333.400) 

(f'23,79l,I 13) 
(6,542,287) 

(PJ0,333,400) 

(2.577,141) 
2,813,837 

236,696 

(3,2<)3,697) 
988,l09 

(2,305.588) 

(2,068,892) 

(1'8. 700,469) 

(PS,895.229) 
(2,805,2•l0) 

(1'8,700,469) 
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BASIC ENEll.GY CORPORATION AND SUBSIDIARIES ·-----······ _____ .. __ _ 
CONSOLIDATED STATEMENTS OF CHAl'lGES IN EQUITY 
FOR TlfE YEARS ENDED OECEMBER31, 2016 AND 2015 

Nt< llttrulittd 
R1.va1.,,(ki11 C•l:11 (1.on) "" 

lkpot\t f(.f llltn.Ml'lll Cht..nstf in •".tr l(l'-.,.iortitat1U Cintw1l1ti •tJ 

C-roplul Add1d11111tl F'ot'ure Stotk la OrRu Val11f 9f ArS 1.ou" "'"'ffd lilrui11:td 1'ta111:dall 11011 
St4dl f'aid-111 S"'bscd11ilon Cv .. Jomi11lt1n1 FlOJl•r;lll A,$tU R.t1frt1M(1t( £u.J1ttf A4f11~lll>f:h.1 f'lo11·e1Ultt«lfhtg 

(NOft ll) Capital (NU6c 13) (Nc<c 10) (Nl>tl! l) BflN!f.u __jbdldt} !l.'TAl.,..._____ ·roc11 lr1Cvo>jl{N'C'li __ l'rtu11.-y S'fuotk 1'()1111 €g1ticr_ 
Bir:!tnt.$11 l)cuin})l:r } I, 201) fi'.Jl,9'0.l'?ll PJ2:,69?.360 ,.. fllS,m,JV9 Pl).)M,166 (P'?,'JU;l.$11j "'l ll..)14,416 .., 11,Gl1 ,,,O,•Ol,4(1) (P4.'2 l,"59j (PJ .2-1-0.000} PBl1,7.t0-,M.14 
Nct~IS (l.-'i'J.,.O&tj - (3,.519.liSJ {l.0$1,Sl.S} ~6.6)f,$??) 
OOitttOl!l!lll:1!.,,m,\w:bo!!rlld<lflU - 2..8H .. ll:H (l,\lljr\!8} ... (2.$!.1,416) O.Jl6.16n 247,275 (2,«Xil>91> 
Iob.1f?!tf!tb.e11 .. iit,iHUl,!lltOtiMl l.81l.U7 g,}llS\~ f:l51'>.l\li2} H (2,¥1,,416}_ (S,81.\l:?-9) -~!~ (!.)00/i!i9} 
lsw.11t:t:t>fc~t&Jdl)d.. 1,9')%,$00 - ... 7.%2.5«1 7,•HJ,100 
'1'1~~( !>oruc.R <1( fo!ll(l111110t!R 

inumem t'l:illid Oirnul(h 
dt:rret<;.$~ ..:-----· _ ~. 1,r1s 14. 1,n1,1:w 

o...tMt~ tt lktcmber ll. 2Q14 6)9,111J..l'll :n.,6-19,,HiO 14.t,.l-O.<n3 J( 171l,Oll7 (S.Ql(l, lllS) U 1. t7),61ii; (2,IOS,S?9) 847,43S,7J4 (7,22<>.1199) (J,2JI0.00t)J tJ.6.'112,81~ 
Ndklu - },4-'C,815 ),44·1.8U (6',63J,IJ-8j (1.llJ,)Z)) 
Otbtr~.;ttdlt1»f,T: lo\!, nno{I,._, _____ .::._ _________ _ :-__ ,....1J06Sl),7-0) 40,IQI 969,006 t1Sl,Z35,'IJS) 90J!(i l 129,14$,~1'!) 

'foul««ptdtuitht ~{!ff$) ,., (l0.1651), 7·0) +U,801 S,4-M,& I~ •16'9,(}l;).i \l),791,llll (6,$42,Z11) f.\0.3.ll,4001 
l!AA!OOec!c~1.t ,MCk 156,lSO - - - 1 ~,.lSI) 156,2$\1 
l'tt.."ISl!r llfp."tcloo or •C:Vtl1uil1Nt 

intmno~ tttlih:d lbrough. 
de;rt~iat!Olt 

$hia!~~r'N(:I ~ CTA 
Aidtoet4" Dl'«1bkt Jl. 20U 

""'"" Olhtr «'IOpl'~nsi\'e uii:unit. r<( ~( .... 
r~-~~-~1~--i~~-
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 
CONSOLfDATED STATEMENTS OF CASH FLOWS 

Years End•d December 31 
2016 20 15 20l4 

CASH FLOWS FROM Ol'F.RATl'NG ACTIVlTIES 
Income (loss) before income tax (l>H0,818,853) Pl ,985,092 (PI 5,227,503) 
Adjusnnents for: 

1'-r<Plision for impainnent of deferred exploration costs 
(Note 9} 166,il3,S71 

Fair vaJue adju$tmc:nt on investment properties (Note S) (71,955,696) 
Unrealit<:d foreign exchange losses (gains) · net (16,4'14,280) 584,471 1,880,581 
Dividend income (4,820,6l9) (5,985,400} (5.145,575) 
lnlcrcst income (:\i"ote 16) ( 4,633,256) (5,631,656) (16,927,917) 
De.preciation ('Note 18) 3,586,931 3,575,378 3.486,723 
Movements in accrued rctirc.n1cnt benefi ts (Note 19) (477,809) 2,418.425 651,835 
Gain on saJc of AFS tinantinl atSscts (45,002,263) (1 1.830.398) 
01hm jl,6ll) Jl.966 {2,824,044) 

Operating loss before W<:>rking capital ch11nges ( 48,821,632) (48,023,987) (45.936,298) 
Decrease (increase) in: 

Receivables (40,046) 1,183,499 (612,390) 
P'repayrn~1ts and orher current assets (3,771,971) ( 1,900,034) (619,385) 

Increase ~decrease) in accounts e.a.k-abfe arid accrued ~e:ense.~ 2,566.861 {8 ,537,90 I) 11,621,828 
Cash used b1 operations (Sl),(M6,788) (57.278.423) (355%.245) 
Interest received 4,'33,256 5,6:\l ,656 !6,952.913 
Income taxes e:id ~includ ·in,& final taxes on inlerest income:) (2,042,065) (1,215,874) (3,377,902) 
Net cash fl<:H\<"S userl in OQeratin)'.: actjvities (47,475,597) (52,862,641) (2 l,971,2l2) 

CASH FLOWS FROM INVESTING ACTTVITIES 
Proceeds from (Acquisitions of): 

Deferred exploration costs ('Nole 9} (31,044,421) ( 16,893,275) (12!,067,lOO) 
Other assets 642,845 {858,845) 
AFS financial asse<s (73,647,126} 
Property, plant a.~d equipment (1,0 6,-066) (567,715) (772,646} 

Dividends received 4,g20,629 5.985,4()0 5. 145,575 
Procee<ls from sale of property and equipment 10,780 106,1 80 
Proceeds fron1 sale of A.FS financial assets 23,000,000 291,886,91 7 101,764,074 
Net cash flo\vs .fr-orn (u~ed in) investin.g activities !1.986,233) 206,011,536 (1 4,930,097) 

CASH FLOWS FROM l''INANCING ACTIVITJ£S 
Proceeds ffom de1)Qsits far future stock subscription 13,9~1.078 

Proceeds from issuance of caeltal stock 156,250 7,932.500 
Cash flov.•s from financinz. actjvities 13,941,078 156,250 7,932.500 

NET INCREASE (DECREASE) JN CASH AND CASH 
EQl!JV Al,ENTS (35,520,752) I 53,305, HS (28,968,829) 

EFFECT OF FOREIGN E:XCJlANGE RATE CHANG.ES 
ON CASH AND CASH EQUlVALENTS (S,868,433) 566.260 (4 ,430,284) 

CASH A."ID CASH EQUIVALENTS AT 
BEGINN£NG OF'\'EAR 201,015,066 47,143,661 so 542 n4 

CASH AND CASH EQUlV ALENTS AT 
END OF VEAR (Note 4 ) 1'159,6l5.8lll P20l,Ol5,066 P47,143,661 

Stt t1ctc'1:panyfng l11lotes to Con.volldau~d fjn,pncial Statem~nu. 
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEME1''TS 

I. Corporate Information and Authorization for Issuance of the Consolidated J<'ionnciul 
Statemeul8 

Corn<>rate Information 
Basic Energy Corporation (BEC or the Parent Company), a publicly listed corporation, and its 
subsidiaries (collectively referred to as the Group) we.re incorporated in the Philippines on 
September 19, 1968. The Parent Company's registered business address is at 7th Floor, Basic 
Petroleum Building, C. Palanca Jr. Street, Lega5pi Village, Makati City. 

On August 10, 2007, the Philippine Securities and Exchange Commission (SEC) approved the 
amendment of the Parent Company's primary and secondary purposes, transforming the Parent 
Company into a holding company with diversified business interests in the different fields of 
renewable energy and alternative fuels, while pursuing its core business in oil and gas exploration 
and development. 

On May 28, 2014, July !O, 2014 and September 10, 2014, the Board of Directors (BOD), 
the stockholders and SEC, respectively, approved the amendments of the Parent Company's Articles 
of Incorporation and By-laws to specify the principal address from Makati City to 7th Floor, Basic 
Petroleum Building, C. Palanca Jr. Street, Legaspi Village, Makati City and to change the date of 
annual meeting of stockholders from any day of May to the last Wednesday of June or such date 
and time as the BOD may fix prior to June of each year. 

The Philippine St0ck Exchange (PSE) have issued a memorandum stating the sector and subsector 
reclassification of the Company. From Oil subsector of the Mining & Oil Sector, it has been 
changed to Electricity, Energy, Power & Water subsector of the Industrial sector. This is the 
result of PSE's review of the Company's plans and prospects, and in consideration of the 
Company's recent developments and change in business activity. The reclassification took effect 
on October 24, 2016. 

Authorization for Issuance of1hc Cons()lidarcd financial Statements 
The consolidated financial statements as at December 3 I, 2016 and 2015 and for the years ended 
December 3 l , 2016, 2015 and 2014, were authorized for issuance by the BOD during its meeting 
on March 30, 2017. 

2. Basis of Preparation, Basis of Consolidation, Statement of Compliance a11d Summary of 
Significant Accounting and Financial Reponiog Policies 

Basis of Priwaration 
The consolidated financial statements have been prepared on a historical cost basis, except for 
quoted AFS financial assets and investment properties that have bee.n measured at fair value and 
office condominium that have been measured at revalued amounts. The consolidated fmancial 
statements are presented in Philippine Peso, which is the Group's functionai and presentation 
currency. Amount~ are rounded off to the nearest Philippine Peso unless otherwise indicated. 

Basis of Consolidation 
The consolidated financial statements comprise the financial statements of the Group as at 
December 31, 2016 and 2015. 

llllllllllMllU 
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Subsidiaries 
Subsidiaries are entities over which the Parent Company has control. 

The Parent C-0rnpany controls an investee if, and only if, the Parent Company has: 
• Power over the investee (i.e., e><isting right.s that give it the current ability to direct the 

relevant activities of the investee); 
• Exposure, or rights, to variable retunis from i!s involveme.nt with the investee; and 
• The ability to use its power over the investee to affect itS returns. 

When the Parent Company has less than a majority of the voting or similar rights of an investee, 
the Pnrent Company considers all relevant facts and circumstances in assessing whether it has 
power over an investee, including: 

• The contractual arrangement with llie other vote holders of the inve~-tce; 
• Riglrts arising from other contractual arrangements; and 
• The Group's voting rights and potential voting rights. 

11ie Parent Company re-assesses whether or not it controls an inve;iee if tacts and circumstanc-es 
indicate that there are changes tc one or more of the t:htec e.Jements of control. Consolidation 
of a subsidiary begins when the Parent Company obtains control over the subsidiary and ceases 
when the Parent Company loses control of rhc subsidiary. Assets, liabilities, income and expenses 
of a subsidiary acquired or disposed of during the year are included in the consolidated financial 
statements from the date the Parent Compnny gains control until the date the Parent Company 
c-eases to control the sub-~idiary. 

Consol idated statement of income and each component of consolidated statement of comprehensive 
income are attributed t(l the e<jllity holders of the Parent Company and to the non-controlling interest 
(NCI) even if this results in 01e NCI having a deficit balance. 

The ownership of the Parent Company over the following subsidiaries as of December 3 1. 2016 
and 2015 are as follows: 

Su!>sidiaries 2016 2015 Date ofTnco!_Eoration Nature of Business 
Basic Di,crsificd tndastrial -.00.00 100.00 February !5, !996 lnvesune.nt holding 

Holdings, !De. (BDIHI) 
iBasic, Inc. (iBasic} I 00.00 100.00 April 13, 1998 !nformarion technology 
Basic Renewables, lnc. (BRI) 100.00 100.00 September 24, 2008 Exploration, development 

and utilization of 
renewable energy 

resources 
13e.1ic Biufuels Corporalion 100.00 100.00 January 11. 2005 Development ofbiofucls 

(BBC) 
Basic ()eothennal £nergy 100.00 100.00 October 11, 201 1 Exploration and 

Corporation (BGEC) development o! 
geothermal energy 

resources 
Southwest Resources, Inc. (SRI) 72.58 72.58 May 28, 1998 Oil exploration and 

investment holding 
Grandway Group Limited i 0.00 70.00 January 28, 2013 Investment holding 

{Grandway) 
PT Basic E.r.ergi Solusi 66.SO 66.50 May6, 2013 Oil exploration 

(PT BES) 
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NCI 
NCI represents interest in a subsidiary that is not owned. di=tly or indirectly, by the Parent 
Company. 

NCI represellts the ponion of profit or loss and the net assets not used by the Group. Transactions 
with NCI are accounted for using the entity concept method whereby the difference between the 
consideration and the book value of the share in net asselS is rt.-cogni1..ed as an equity transaction. 

NCI represents the 27.42% equity intetest in the net assets of SRJ, 30% equity interest in the net 
assets ofGrandway and 33.50% equity interest in the net assets of PT BES and as at 
December 31, 20 16 and 2015. 

A change in the ownership interest of a subsidimy, without a loss of control, is accounted for as an 
equity transaction. If the Group loses control over a subsidiary, it: 

• Derecognizes the assets (including goodwill) and liabilities of the subsidiary 
• Derecognii.cs lhe canying C!Jllount of any NCI 
• Derecognizes the cumulative translation differences, recognized in equity 
• Recognizes the fair ,,~Jue of the consideration received 
• Recognizes the fair value of any investment retained 
• Recogni7..es any surplus or deficit in profit or loss 
• Reclassifies the Parent Company's share of components previously recogni1.ed in other 

comprehensive income (OCJ) to pro!it or loss or retained eamings, as appropriate. 

All imra-group balances, transactions, income and expenses, and profits and losses resulting from 
intra-group transactions !hat are recognized in assets are eliminated in full. 

Statemen,LQfCorrmli~J1Ce 
The consolidated financial statcmems of the Group have been prepared in compliance with 
Philippine. Financial Reporting Standards (PFRSs). 

~hanges in Accom1tin2 Policies and Disclosures 
The Group applied for the first time certain pronouncements, which are effective for annual 
periods beginning on or after January I , 2016. Adoption of these pronouncements did not have a 
significant impact on the Group's financial position or perfonnance unless otherwise indkated. 

• Amendments to PFRS IO, Consolidared Financial Statements, PFRS 12, Disclosure of 
Interests in Other Entities, and Philippine Accounting Standards (PAS) 28, lnvest111cnts in 
Associates and Joint Ventures, J1rvestmen1 E11tifies: Applying the Consolidation £xcep1ion 
These amendments clarify that the exemption in PFRS J 0 from presenting consolidated 
financial statements applies to a parent entity that is a subs idiary of an investment en1iry that 
measures all of its subsidiaries at fair value. They also clarify that only a subsidiary of an 
investment entity that is not an investment entity itself and that provides suppon services to 
the investment entity parent is consolidated . The amendments also allow M investor (that is 
not an investment entity and has an investment entity associate or joint venture) to retain the 
fair value measurement applied by the investment entity associate or joint venture to its 
interests in subsidiaries when applying the equity method. 

These ame.ndmenls do not have any impact on the Group's financial statements. 
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• Amendments to PFRS 11, Joim Arrangume111s, Accounringfor Acquisitions of Jn1eres1s in 
Joint Operations 
The amendments to !'.FRS l i require a joint operator lhai is accounting for the acquisition of 
an interest in a joint operation, in which the activity of1he joint operation constitutes a 
business (as defined by PFRS 3}, to apply the relevant PFRS 3 principles for business 
combinations accounting. The amendments also clarify that a previously held intere:.1 in a 
joint operation is not remeasured on !lie acquisition of an additional interest in the same jt>inl 
operation while joint control is retained. Jn addition, a scope exclusion has been added to 
PFRS 11 to specify that the amendments do not apply when the parties sharing joint control, 
including the reporting entiiy, are under common control of the same ultimate controlling 
pal't)'. 

The amendments apply to both the acquisition of the initial interest in a joint opera:1ion and the 
acquisition of any additional interests in the same joint operation. 

These amcndmenrs do not have any impact to the Group as there has been no interest acquired 
in a joint operation during the period. 

• PFRS 14, Regulatory Deferral Accounts 
PFRS l 4 is an optional standard tha1 allows an eoticy, whose activities are subject !o ra:e­
regulation, to co.ntinuc applying most of its existing accoun1ing policies for regulatory deferral 
account balances upon its first-time adoption of PFRS. Entities that adoptPFRS 14 must 
present the regula1ory deferral accounts as separate line items on 1he statement of financial 
position and present movements in these account balances as separate line items in ·1bc 
statement of income and other comprehensive income. The standard requires disclosures on 
the nature of, and risks associated with. the entity's ra1e-regulatio11 and the effc<ots of1hat rate­
regulation on its financial statements. 

Since the Group is an existing PFRS preparer, rhis standard would not apply. 

• Amendments to PAS J, Presentation of Fi11ancial Sta1ements, Disciosure Initiative 
The amendments are intended to assist entities in applyiJ1gjudgment when meeting the 
presentation and disclosure requirements in PFRSs. They clarify the following: 

• That entities shall not r«luce the understandability of their financial statements by either 
obscuring material information with immaterial information; or aggregating material items 
that have different natures or functions 

• That specific line items in the statement of income and other comprehensive income and 
!he statement of ftnanc.iaJ position may be disaggregated 

• Thal entities have flexibility as to the order in which they present the notes to financial 
statements 

• That the share of other comprehensive income of associates and joint \·entures accounted 
for using the equity method mus1 be presented in aggregate as a single line item, and 
classified between those iiems that will 0< will not be subsequently redassified 10 profii o-r 
loss. 

These amendments do not have any impact to the Group. 
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• Amendments to PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets, 
Clarification of Acceptable Methods of Depreciation and Amortization 
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of 
economic benefits that are generated from operating a business (of which the asset is part) 
rather than the economic benefits that are consumed through use of the asset. As a result, a 
revenue-based method cannot be used to depreciate property, plant and equipment and may 
only be used in very limited circumstances to amortize intangible assets. 

These amendments are applied prospectively and do not have any impact to the Group, given 
that the Group has not used a revenue-based method to depreciate or amortize its property, 
plant and equipment and intangible assets. 

• Amendments to PAS 16, Property, Plant and Equipment and PAS 41,Agriculture: Bearer 
Plants 
The amendments change the accounting requirements for biological assets that meet the 
definition of bearer plants. Under the amendments, biological assets that meet the defmition 
of bearer plants will no longer be within the scope of PAS 41. Instead, PAS 16 will apply. 
After initial recognition, bearer plants will be measured under PAS 16 at accumulated cost 
(before maturity) and using either the cost model or revaluation model (after maturity). The 
amendments also require that produce that grows on bearer plants will remain in the scope of 
PAS 41 measured at fair value less costs to sell. For government grants related to bearer 
plants, PAS 20, Accountingfor Government Grants and Disclosure of Government Assistance, 
will apply. 

The amendments are applied retrospectively and do not have any impact to the Group as the 
Group does not have any bearer plants. 

• Amendments to PAS 27, Separate Financial Statements, Equity Method in Separate Financial 
Statements 
The amendments allow entities to use the equity method to account for investments in 
subsidiaries, joint ventures and associates in their separate fmancial statements. Entities 
already applying PFRS and electing to change to the equity method in its separate financial 
statements will have to apply that change retrospectively. 

These amendments do not have any impact on the Group's consolidated financial statements. 

Annual Improvements to PFRSs (2012 • 2014 cycle) 

• Amendment to PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations, 
Changes in Methods of Disposal 
The amendment is applied prospectively and clarifies that changing from a disposal through 
sale to a disposal through distribution to owners and vice-versa should not be considered to be 
a new plan of disposal, rather it is a continuation of the original plan. There is, therefore, no 
interruption of the application of the requirements in PFRS 5. The amendment also clarifies 
that changing the disposal method does not change the date of classification. 

• Amendment to PFRS 7, Financial Instruments: Disclosures, Servicing Contracts 
PFRS 7 requires an entity to provide disclosures for any continuing involvement in a 
transferred asset that is derecognized in its entirety. The amendment clarifies that a servicing 
contract that includes a fee can constitute continuing involvement in a financial asset. An 
entity must assess the nature of the fee and arrangement against the guidance for continuing 

. . 
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involvement in PFRS 7 in order to assess whether the disclosures are required. The 
amendment is to be applied such that the assessment of which servicing contracts constitute 
continuing involvement will need to be 4one retrospectively. However, comparative 
disclosures are not required to be provided for any period beginning before the annual period 
in which the entity first applies the amendments. 

• Amendment to PFRS 7,Applicability of the Amendments to PFRS 7 to Condensed Interim 
Financial Statements 
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of 
financial assets and financial liabilities are not rc<Juired in the condensed interim financial 
report unless they provide a significant update to the infonnation reported in the most recent 
annual report. 

• Amendment to PAS 19, Employee Benefits, Discount Rate: Regional Market Issue 
This amendment is applied prospectively and clarifies that market depth of high quality 
COYpOratc bonds is assessed based on the currency in which the obligation is denominated, 
rather than the coun!ty where the obligation is located. When there is no deep market for high 
quality corporate bonds in that currency, government bond rates must be used. 

• Amendment to PAS 34, Interim Financial Reporting, Disclosure of Information 'Elsewhere in 
the Interim Financial Report ' 
The amendment is applied retrospectively and clarifies that the required interim disclosures 
must either be in the interim financial statements or incorporated by cross-reference between 
the interim financial statements and wherever they are included within the greater interim 
financial report (e.g., in the management commentary or risk report). 

Stan!lards and Interpretations Issued but not yet Effective 
Pronouncements issued but not yet effective are listed below. Unless otherwise indicated, the 
Group does not expect that the future adoption of the said pronouncements to have a significant 
impact on its consolidated financial statements. The Group intends to adopt the following 
pronouncements when they become effective. 

Effective beginning on or after January 1, 2017 

• Amendment to PFRS l 2, Clarification of the Scope of the Standard (Part of Annual 
Improvements to PFRSs 2014 - 2016 Cycle) 
The amendments clarify that the disclosure requirements in PFRS 12, other than those relating 
to summarized financial infonnation, apply to an entity's interest in a subsidiary, a joint 
venture or an associate (or a portion of its interest in a joint venture or an associate) that is 
classified (or included in a disposal group that is classified) as held for sale. 

The amendments do not have any impact on the Group's financial position and results of 
operation. The Group will include the required disclosures in its 2017 consolidated financial 
statements. 

• Amendments to PAS 7, Statement of Cash Flows, Disclosure Initiative 
The amendments to PAS 7 require an entity to provide disclosures that enable users of 
financial statements to evaluate changes in liabilities arising from financing activities, 
including both changes arising from cash flows and non-cash changes (such as foreign 
exchange gains or losses). On initial application oftbe amendments, entities are not required 
to provide comparative information for preceding periods. Early application of the 
amendments is permitted. 

1 11111~111~rn111~n11~11e11un1111 
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Application of amendments will result in additional disclosures in the 2017 consolidated 
financial statements of the Group. 

• Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized 
Losses 
The amendments clarify that an entity needs to consider whether tax law restricts the sources 
of taxable profits against which it may make c!eductions on the reversal of that deductible 
temporary difference. Furthermore, the amendments provide guidance on how an entity 
should determine future taxable profits and explain the circumstances in which taxable profit 
may include the recovery of some assets for more than their carrying amount. 

Entities are required to apply the amendments retrospectively. However, on initial application 
of the amendments, the change in the opening equity of the earliest comparative period may 
be recognized in opening retained earnings (or in another component of equity, as 
appropriate), without allocating the change between opening retained earnings and other 
components of equity. Entities applying this relief must disclose that fact. Early application 
of the amendments is permitted. 

These amendments are not expected to have any impact to the Group. 

Effective beginning on or after January I, 2018 

• Amendments to PFRS 2, Share-based Payment, Classification and Afeasurement of 
Share-based Payment Transactions 
The amendments to PFRS 2 address three main areas: the effec.ts of vesting conditions on the 
measurement of a cash-settled share-based payment transaction; the classification of a share­
based payment iransaction with net settlement features for withholding tax obligations; and 
the accounting where a modification to the terms and conditions of a shar~based payment 
transaction changes its classification from cash settled to equity settled. 

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

The Group is assessing the potential effect of the amendments on its consolidated financial 
statements. 

• Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with 
PFRS4 
The amendments address concerns arising from implementing PFRS 9·, the new financial 
instruments standard before implementing the forthcoming insurance contracts standard. 
They allow entities to choose between the overlay approach and the deferral approach to deal 
with the transitional challenges. The overlay approach gives all entities that issue insurance 
contracts the option to recognize in other comprehensive income, rather than profit or loss, the 
volatility that could arise when PFRS 9 is applied before the new insurance contracts standard 
is issued. On the other hand, the deferral approach gives entities whose activities are 
predominantly connected with insurance an optional temporary exemption from applying 
PFRS 9 until the earlier of application of the forthcoming insurance contracts standard or 
January I, 2021. 

The overlay approach and the deferral approach will only be available to an entity if it ha.~ not 
previously applied PFRS 9. 
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The amendments are not applicable to the Group since none of the entities within the Group 
have activities that Me predominnmly connected wi~1 insurance or issue insurance coniracts . 

• PFRS I 5, Revem1e from Conrrocts willt Cusromers 
PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts 
with customers. Under PFRS 15, revenue is reeogni1.cd at an amount that reflects the 
consideration to which an cntiiy expects to be entitled in excbtuige for transferring goods or 
services to a customer. The principles in PFRS IS provide a more structured approach ro 
measuring and recognizing revenue. 

The new revenue standard is applicable to all entities and will supersede all current revenue 
recognition requirements under PFRSs. Either a full or modified retroSIJ"Ctive application is 
required for annual periods beginning on or after January l, 20 IS. 

The Group is currently assessing the effect of PFRS 15 and plans to ado pi the new standard on 
the required effective date once adopted locally. 

• PFRS 9. Financial lnstnunenu 
PFRS 9 rcfle~ts all ph~ of the financial instruments project and replaces PAS 39, Financial 
/nstnimenrs: Recogmtion and Meo.suremem, nnd all previous versions of PFRS 9. The 
standard introduces new requirements for classification and mensurement, impairment, and 
hedge accounting. PFRS 9 is effective for annual periods beginning on or after 
Janu.ory I , 2018, with early application pcmlined. Retrospective application is required, but 
providing comparative information is nOI compulsory. For hedge accounting, the 
requirements are generally applied prospectively, with some limited exceptions . 

The adoption of PFRS 9 will have an effect on the cla.~sifkation >nd measurement of the 
Group's financial assets and impainnent methodology for financial assets, but will have no 
imp.1ct on the classification a.'ld measurement of me GTOup's financial liabilities. The. 
adoption will also have an effect on the Group's application of hedge ae<:ounting and on the 
amou111 of its credit losses. The GToup is currently assessing the impact of adopting this 
standnrd. 

• Amendments to PAS 28, Measuring 011 AMociate or Joint l'enmre at Fair Va/tut (Pan of 
Annuol lmprovemenrs to PFI/Ss 2014. 2016 Cycle) 
The amendments clarify that an entity that is a venture capital organization, or other 
qualifying e.ntity, may elect, at initial recognition on an invesuncnt-by-investrncnt basis, to 
measure itS investments in associates and joint ventures at fair value through profit or loss. 
They also clarify that if an entity that is not itself an investment entity has an interest in an 
as>ociote or joint venture that is an investment entity. the entity may, when applying the equit)' 
method, elect to retain tbe fair value measurement applied by that invesnnent entity associate 
or joint venture to the investment entity associate's or joint venture's interests in subsidiaries. 
This election is made separately for each investment entity associate or joint venture, at the 
later oftbe dau: on which (a) the investment entity usociare or joint venture is ini1ially 
recognized; (b) the associate or joint venture becomes an investment entity; and (c) the 
investment entity associate or joint venture first becomes a parent. The amendments should 
be applied retrospectively, with earlier application pennitted. 

The amendments are not expecttd to have any impact on the Group's consolidattd financial 
statementS. 
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• Amendments to PAS 40, lnves1me111 Property, Tromfers of Jm·estmem Property 
The amendments clarify when an entity should transier property, including property under 
construction or devclopmeut into, or out of investment property. The amendments state that a 
change in use occurs when the property meets, or ceases to meei, the definition of inves1ment 
property and there is evidenc~ of the change in use. A mere change in management's 
intentions for the use of a property does not provide evidence of a change in use. The 
amendments should be applied prospectively to changes in use that occur on or after the 
beginning of the rumual reporting period in which the entity first applies the amendment~. 
Retrospective application is only penniited if this is possible without the use of hindsight. 

The amendments are not expected to have any impact on the Group's consolidated financial 
statements. 

• Philippine Interpretation International Financial Reporting Interpretations Committee 
(IFRlC) - 22, Foreign Currency T1·ansaclions and Advance Col!sideralion 
The interpretation clarifies that in detennining lbespot exchange rnte to use on initial 
recognition of the related assei:, c.xpcnse <lr income (or part of it) on the dorecognition of a 
non-monetary asset or non-monetary liability relating lo advance consideration, the date of the 
transaction is the date on which an entity initially recognizes the nonmouetaty asset or non­
monetary liability arising from the advance consideration. If there are multiple payments or 
receipts in advance, then the entity must detennine a date of the transactions for each payment 
or receipt of advance consideration. The interpretation may be applied on a fully retrospective 
basis . Entities may apply the interp·retation prospectively to an assets. expenses and incorne in 
its scope rhat are initially recognized on or after the beginning of the reponing period in which 
the entity first applies the interpretation or the beginning of a prior reporting period presented 
as comparative infonnation in the financial statements of the reporting peri<ld in which the 
entity first applies the interpretation. 

The interpretation is not expected to have any impact on the Group's consolidated financial 
statements. 

Effective beginning on or after January I, 2019 

• PFRS 16, Leases 
Under the new standard, lessees will no longer classify their leases as either operating or 
finance leases irt accordartce with PAS l 7, leaus. Rather, lessees will apply the singte-asset 
model. Under this model, lessees will recognize the assets artd related liabilities for most 
leases on their balance sheeis, and subsequently, will deprllciate the tease assets and recogni7.e 
interest on the lease liabilities in their profit or loss. Leases with a tenn of 12 months or less 
or for which the underlying assei is of low value are exempted f.rom these requirements. 

·nie accounting by lessors is substantially unchanged as the new Standard carries forward the 
principles of lessor accounting under PAS 17. Lessors, however, will be required to disclose 
more infonnation in their financial statements, particularly on the risk exposure to residual 
value. 

Entities may e<1rly adopt PFRS 16 buc only if they have also adopted PFRS I 5. When 
adopting PFRS l 6, an entiiy is permitted to use either a full retrospective or a modified 
retrospec1ive approach, with options to use certain tran.sition reliefs. 

The Group is currently as~sing the impact of adopting PFRS I 6. 
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Deferred ejfecrivity 

• AmcndmcntS to PFRS J 0 and PAS 28, Sale or Contribution of Assc1s bc1ween a11 investor and 
its Associule or Joint Ve11111re 
The amendmeotS address the conflict between PFRS I 0 and PAS 28 in dealing with the loss of 
control of a subsidiary that is sold or contributed to an associate or joint venture. The 
amendments clarify that a full gain or loss is recogni1.ed when a transfer to an asso~iate or 
joint venture involves a business as defined in PFRS 3, Business Combi11a1ions. Any gain or 
loss resulting from the sale or contribution of assets that does not constitute a business, 
however, is recognized only to the extent of unrelated investors' interests in the associate or 
joint venture. 

On January 13, 2016, tbe Financial Reporting Standards Council postponed the original 
effective date of January l, 2016 of the said amendments until the International Accounting 
Standards Board has completed its broader review of the research projeci ou equity accounting 
that may result in the simplification of accounting for such transactions and of other aspects of 
accounting for associates a.1d joint ventures. 

The amendments are not expected to have any impact on the Group's consolidated financial 
statements 

Summary of Significant Accounting and Financial Reporting Policies 

Presentation of Consolidated Financial Stateme.nts 
The Group has elected tO present all items of recog)lized income and expense in a separate 
statement of income and a separate statement of comprehensivio income. 

Foreign Cllrre.ncv T ransactlons 
Transactions in foreign currentics arc initially recorded in the functional currency rate ruling at 
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are 
translated at the functional currency rate of exchange niling at the end of the financial reporting 
period. Nonmonetary items ihat arc measured in tenns of historical cost in a foreign currency are 
translated using the exchange rates prevailing as al the date of the initial transactions. 
Nonmonerary items measured at the fair value in a foreign cnrrency are translated using the 
exchange rates at the dare when the fair valne is determined. A!I differences are taken to 
"Other income" in the consolidated statement of income. 

Current versus Noncurrent Classification 
'lbe Group presents assets and liabilities in the consolidated statement of financial position based 
on curreot/noncurrent classification. An asset is current when it is: 

Expected to be realized or intended to be sold or consumed in normal operating cye!e; 
Held primarily for the purpose of trnding; 
Expected to be realized within twelve months after !lie end of the financial reponing period; or 
Cash or cash equivalent unless restricted from being exchange<! or used to settle a liability for 
at least rwelve months after the end of the financial reporting period. 

All other assets are classified as noncurrent. 
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A liability is current when: 
• It is expected to be settled in normal operating cycle; 
• It is held primarily for the purpose of trading; 

It is due to be settled within twelve months after the end of the fmancial reporting period; or 
• There is no unconditional right to defer the settlement of the liability for at least twelve 

months after the end of the financial reporting period. 

The Group classifies all other liabilities as noncurrent. 

Deferred income tax assets and deferred income tax liabilities are netted in the consolidated 
statement of financiat position under noncurrent items. 

Cash and Cash Equivalents 
Cash includes cash on hand and in banks. Cash in banks earn interest at floating rates based on 
daily bank deposit rate. 

Cash equivalents are short-term, highly liquid investments that are readily convertible to known 
amounts of cash with original maturities of three months or less and are subject to an insignificant 
risk of change in value. 

Financial Instruments - Initial Recognition and Subsequent Measurement 
Date of Recognition 
The Group recognizes a financial asset or a financial liability in th<> consolidated statement of 
financial position when it becomes a party to the contractual provisions of the instrument. 
Purchases or sales of financial assets that require delivery of assets within a time frame established 
by regulation or convention in ihc marketplace (regular way trades) are recogni?-ed on the trade 
date; 

Initial Recognition and Measurement of Financial Instruments 
The Group determines the classification of financial instruments at initial recognition and where 
allowed and appropriate, re-evaluates this designation at every end of the financial reporting 
period. 

Financial instruments are recognized initially at fair value. Directly attributable transaction costs 
are included in the initial measurement of all financial assets and financial liabilities, except for 
financial instruments at fair value through profit or loss (FVPL). 

Financial Assets 
Financial assets within the scope of PAS 39, Financial Instrwne11ts: Recognition and 
Measurement, are classified into the following categories: fmancial assets at FVPL, loans and 
receivables, held-to-maturity (HTM) investments, and available-for-sale (AFS) financial assets or 
as derivatives designated as hedging instruments in an effective hedge, as appropriate. The 
classification depends on the purpose for which the investments were acquired and whether they 
are quoted in an active market. 

The Group's financial assets are in the nature of loans and receivables and AFS financial assets. 
As at December 31, 2016 and 2015, the Group has no financial assets at FVPL and HTM 
investments or derivatives designated as hedging instruments in an effective hedge. 
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Financial Liabililies 
Also under PAS 39, financial liabilities are c lassified as financial liabilities at FVPL, derivatives 
designated as hedging instruments in an effective hedge, or as loans and borrowings. The Group 
determines the classification at initial recognition and, where allowed and appropriate, 
re-evaluates such designation at every financial reporting date. 

Financial instruments are classified as liabilities or equity in accordance with the substance of the 
contractual agreement Interest, dividends, gains and losses relating to a financial instrument or a 
component tbat is a financial liability, are reported as expenses or income. Distributions to 
holders of fmancial instruments classified as equity are charged directly to equity, net of any 
related income tax benefits. 

The Group's financial liabilities are in the nature ofloans and borrowings as at 
December 31, 2016 and 2015. The Group has no financial liabilities classified at FVPL and 
derivatives designated as hedging instruments in an effective hedge as at December 31, 2016 and 
2015. 

Fair value Measurement 
The Group measures AFS financial assets and investment properties, at fair value at each end of 
reporting period. 

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

• in the principal market for the asset or liability, or 
• in the absence of a principal market, in the most advantageous market for tbe asset or liability 

The principal or the most advantageous market must be accessible to by the Group. The fair value 
of an asset or a liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best 
interest. 

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

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

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

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

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

value measurement is unobservable 
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For assets and liabilities that are recognized in the consolidated financial statements on a recurring 
basis. the Group derermines whether transfers have occurred between Levels in t.~e hierarchy by 
re-assessing categorization (based on the lowest level input that is significant to the fair value 
measurement as a whole) al the end of each reporting period. 

An analysis of the fair values of AFS financial assets and invesunent properties and further details 
as to how they arc measured are provided in Note 23. 

"Day J'" Difference 
Where the transactio.n price in anon-active market is different from the fair value based on other 
observable current market transactions in the same instrument or based on a valuation technique 
whose variable include only data from observable market, the Group recognizes the difference 
between the transaction price and fair value (a Day I difference) in the consolidar.cd statement of 
income unless it qualifies for recognition as some other type of asset. In cases where use is made 
of data which is not observable, the difference between the transaction price and model value is 
only recognized in the consolidated statement of income when the inputs become observable or 
when the inStrument is derccognized. For each transaction, the Group detc.rmines the appropriate 
method of recognizing "Day 1 ··difference amount. 

Subsequent Measurement 
The subsequent measurement of financial assets and liabilities depends on their c-lassification as 
follows: 

Loans and Receivables 
Loans and receivables are non·derivative fmancial assets with fixed or determinable payments and 
fixed maturities that are not quoted in an active market. They arise when the Group provides 
money, goods or services directly to a debtor with no intention of trading the receivables. After 
initial measurcme-nt, such financial assets are s-ubseqnently measured in the consolidated statement 
of foiancial position at amortized cost using the effective interest rate (.EIR) method, less any 
provision for impairment. Amortized cost is calculated by taking into accoum any discount or 
premium on acquisition and fee or easts that are an integral part of EIR. The amortization losses 
arising from impairment are rerognized in lhe consolidated stiltement of comprehensive. income 
when the Joans and receivables are derecognized or impaired, as well as through the amortization 
process. 

Loans and roceivables are included in current assets if maturity is within twelve ( 12) months from 
the financial reporting date. Otherwise, these are classified as noucurrem assets. 

The Group's cash and cash equivalents and receivables as at Deeember J l. 2016 and 2015 are 
classified under this category (see Notes 4 and 5). 

AFS Financial Assets 
AFS financial assets include investments in equity and debt securities. Equity investments 
classified as AFS financial assets are !hose which are neither classified as held for trading nor 
designated at FVPL. Debt securities in this category are those which are intended to be held for an 
indefinite period of time and which may be sold in response to needs for liq\tidity or in response to 
changes in the market conditions. 

After initial measurement, AFS financial assets are subsequently measured ar fair value with 
unrealized gafns or tosses recogni1.ed in the consolidated statement of comprehensive income in 
the net unrealized gain on changes in fair value of AFS financial assets until the investment is 
derecognizc<l, at which time the cumulative gain or loss is recognized in profit or loss, or 
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detennined to be impaired, at which time the cumulative loss is reclassified to the profit or loss 
and removed from OCI. 

The Group evaluated its AFS financial assets whether the ability and intention to sell them in the 
near tenu is still appropriate. When the Group is unable to trade these financial assets due lo 
inactive markets and management's intention to do so significantly changes in the foreseeable 
future, the Group may elect to reclassify these financial assets in rare circumstances. 
Reclassification to loans and receivables ls pennitted when the financial assets meet the definition 
of loans and .receivables and the Group has the intent and ability to hold these assets for the 
foreseeable futnre er until maturity. Recl:1ssi.fication to the HTM category is penuitted only when 
the entity has the ability and intention to hold the finandal asset accordingly. 

For a financial asset reclassified out of the AFS financial assetS category, any previous gain or loss 
on that asset that has been recognized in equity is amortized to profit or loss over the remaining 
life of the investment using the EfR. Any difference between the new amorti7,ed cost and the 
expected cash flows is also amortized over the remaining liie of the asset using the EIR. If the 
asset is subsequently tk:tennined to be impaired, then the amount recorded in equity is reclassified 
to the profit or loss. 

As at December 31, 2016 and 2015, included under AFS financial assets are the Group's 
investments in shares of stock and government bonds (see Note 7). 

Loans and Borrowing,; 
Issued financial instruments or their components which are not designated as at FVPL are 
classified as loans and borrowings, where the substance of the contractual arrangement results in 
the Group having an obligation either to deliver cash 0 1· another financial asset to !he holder, or to 
satisfy tl1e obligation other than by the exchange of a fixed amount of cash or another financial 
asset for a fixed number of own equity shares. 

The components of issued financial instruments that contain both liability and equity elements are 
accounted for separately, with the equity c.omponent being assigned the residual amount after 
deducting from the instrument as a whole, the amount separately dete11nined as the fair value of 
the liability component on t1lc date of issue. 

After initial recognition, loans and borrowings are subsequently measured at amortized cost using 
the ETR method. Gains and losses are recognized in tbe consolidated statement of comprehensive 
income when the liabilities are derecognized as well as through the ETR amortization process. 

Amortized e-0st is calc1llated by taking into accouni any discount cir premium on aetjuisition and 
fees or costs that are an integral part of the ETR. The ETR amortization shall be included in other 
charges in the. consolidated stniement of comprehensive income. 

Loans and borrowings are included in current liabil ities if settlement is to be made within 
1welve ( 12) months from tl1e financial reporting date. Otherwise, these are classified as 
noncurrent liabilities. 

As at December 31, 2016 and 201 S, included in loans and horrowings are the Group's accounts 
payable and accrued expenses and dividends payable (see Note 11) . 
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Impairment ofFtnanciaLAs.§~ 
The Group a.%es~s. at each reponing date, whether there is objective evidence that a financial 
asset or a group of financial assets is impaired. An impairment exists if one or more events that 
has occurred since the initial recognition of 1he asset (an incurred ' loss event"), has an impact on 
the estimated future cash flows of the financial asset or the group offrnancial assets that can be 
reliably estimated. 

E~•idence of impairment may include indications that the debtors or a group of debtors is 
experiencing significanl financial difficulty, default or delinquency i.n interest or principal 
payments, ihe probability that they will enrcr bankroptcy or other !inancial reorganization and 
observabie data indicating that there is a measurable decrease in the estimated future cash flows, 
such as changes in arrears or economic e-0nditions that correlate with defaults. 

Loans and Rc<·eivubles 
For financial assets carried at amortized cost, ihe Group first assesses individually whether 
objective e\•ide<ice of impairment exists individually for financial assets that are individually 
s ignificant, or collectively for financial assets that are not individually significant. lfthe Group 
detennine~ that no objective evidence of impairment exists for individually assessed financial 
assets, whether significant or not, it includes the asset in a group of financial assets with similar 
credit risk characteristics and co!lec1ivdy assesses for impaim1ent. Those characteristics an: 
relevant to the estimation of future cash flows for groups of such assets by being indicative of the 
debtors' ability to pay all amounts due according to the contractual terms of the assets being 
evaluated. Assei> that are individually assessed for imprurment and for which an impainnent loss 
is, or continues to be, re;:ogniz.ed are not included in a collective assessment for impairment 

lfthere i.~ objective evidence that an impaim1em loss on assets carried at amortized cost has been 
incurred, the amount of tl1e loss is measurro as the cliffrsencc between the asset' s carrying amount 
and the present value of estimated future cash flows (excluding future e.xpected credit losses that 
have not been incurred) discounted at the financial asset's original effective interest rate (i.e., the 
effective int~rest rate computed at initial recognition). 111e present value of the estimated future 
cash flows is discounted at the financial assets' original EIR. The carrying amount of the asset is 
reduced through the use of an allowance account. The amount of impaim1ent loss shall be 
recognized in consolidated statement of income. 

lf in a subsequent period, the amount of the impairment loss decreases and the decrease can be 
related objectively to an event occurring after the impairment was recognized, the previously 
rccogni1,.ed impairment loss is reversed io the extenl that the carrying value of the asset does not 
exceed its amortized cos! at the reversal date. A ny subsequent reversal of an impairmcm Joss is 
re.::ognized in conso!ida1ed statement of comprehensive income. 

In relation to receivables, a provision for impainnent is made when there is objective evidence 
(such as the probability of insolvency or significant financial difficulties of the debtor) that the 
Group will not be able to collect all of tl1e amounts due under the original tenns of the invoice. 
The carrying amount of the receivable is reduced through the use of an allowance account 
lmpaired receivables are derecognized when they are assessed as unco llectible. 

Assers Carried ca Cost 
lf there is objective evidence of impairme.nt loss on an unquoted equ ity instrument that is not 
carried at fair value, or on a derivative asset that is linked lo and must be settled by delivery of 
such an unquoted equity instrument, the amount of the loss is mea.5ured as the difference between 
the asset's carrying amount und the p-re.;ent value of estimated future cash flows discounted at the 
current market rate of return fer a similar financial asset. 

1111111111111111 



,· 

• 16 . 

AFS Fli1ancial Assets 
For AFS financial assets, the Group assesses al each reporting date whether there is objective 
evidence that a financial asset or group of financial assets is impaired. 

In case of equity investments classified as AFS financial assets, this would include a s ignificant or 
prolonged decline i.n the fair value of the investments below its cost. The detennination of what is 
"significant" or "prolonged" requires judgment. The Group treats "significant" as 20% or more 
a11d .. prolonged" as greater than twelve ( 12) months for quoted equity securities. Where there is 
ev idence of impairment, the cumulaiive loss measured as the difference between the acquisition 
cost and the current fair value, less any impairment loss on fhat financial asset previously 
recognized in corL~olidated statement of comprehensive income is removed from OCl und 
recognizeil in consolidntcd statement of comprehensive income. 

lmpairmen1 losses on equity investments are not reversed through profit or loss. Increases in fair 
value after impairment are recognired directly in equity. 

ln the case of debt instrumen1s classified as AFS financial asset~, impairment is assessed based on 
the same criteria as financial assets e.arricd at amortized cost. lnterest continues to be. accrued at 
the original effective interest rate on the reduced carrying nmoulll of tl1e asset and is recorded as a 
component of.,Other inc.ome" account in the consolidated statement of compreheJ>sive income .. 
lf, subsequent I)', the fair value of a debt instrumen1 increases and tl1e increase can be objectively 
related 10 an event occurring after the impairment loss was recognized in consolidated profit or 
loss. the impairment loss is revefticd through consolidated statement of comprehensive income. 

Pffsetting of Financial Instruments 
Financial assets and financial Jjabilities are offset and the nel amoun·t reported in the consolidated 
statement of financial position if, and only if, there is a currently enforceable legal right to offset 
the recognized amounts and there is an inte.ntion to settle on a net basis, or to realize the asset and 
settle ihe liability simultaneously. This is not generally the case with master netting agreements, 
and the related assetS and liabilities a1-e presented gross in the consolidated statement of financial 
position. 

Derecogni,1ion of financial Assets and Financial Liabili!iJ<.~ 
Financial Asse1s 
A financial asset {or, where applicable, a part of a financial asset or part of a group of similar 
financial assets) is derecognized when: 

• the rights to receive cash flows from the asset have expired; 
• the Group has transferred its righrs to receive cash flows from the asset or has assumed an 

obligation to pay the received c.a.~h flows in full without material delay to a third party under a 
' pass-through' arrangement; and either (a) the Group has transferred substantially all the r isks 
and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all 
the risks and rewards of the asset, but has transferred control of the asset. 

Where the Group has transferred i1s rightS to receive cash flows from an asset and has neither 
transferred nor retained substantially all the risks and rewards of the asset nor transferred contro l 
of the asset, the asset is recogni7,ed to the extent of the Group's continuing involvement in the 
asset. Continuing involvement that takes the form ofa guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum amount of 
consideration that the Group could be required to repay. 
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Where continuing involvement takes the form of a wrinen and/or purchased option (including a 
cash-settled option or similar provision) on tl1e transfc.rrcd asset, the extent of the Group's 
continuing involvement is the amount of the transfe.rred asset that the. Group may repurchase., 
except that in the case of n written put option (including a cash-sculed uptfon or similar provision) 
on an asset measured at fair value, the extent of the Group's continuing involvement is limited to 
the lower of the fair value oflhe iransferred asset and !he option exercise price. 

Financial Liabiliries 
A financial liability is derecognized when the obligation under the liability is discharged er 
cancelled or expires. 

When an existing financial liability is replaced by ano1her from the same lender on substantially 
different terms, or 1.hc terms of an existing liability are substantially modified, such an exchange or 
modification is treated as a derecognition of the original liability and the recognition of a new 
liability, and the difference in the respective carrying amounts is recognized in tlie consolidated 
statement of comprehensive income. 

Prepavments and Oiher Current Assets 
Prepaymenrs 
Prepayments are expenses paid i.n advance and recorded as asS<lt before they are utilized. This 
account comprises prepaid rentals and insurance premiums and other prepaid items. The prepaid 
rentals and insurance premiums and other prepnid items are app<>rtioned over the period covered 
by the payment and charged 10 the appropriate accounts in profit or loss when incurred. 

Prepayments that are expected to be realized for no more than twelve ( 12} months after the 
reporting period are classified as current assets orherwise, rhese are classified as other noncurrent 
assets. 

Value.,,dded Tax (VAT) 
Revenue, expenses, ass«lS and liabilities are rccogniwd net of the amount of VAT, except where 
the VAT incurred on a purchase of assets or services is not recoverable from the taxation 
aurhoriry, in whic.h case t.he VAT is recogni7..ed as part of the cost of acquisition of the asset or as 
part of the expense item as applicable. 

VAT is stated at twelve percent (12%) of the applicable purchase cost of goods or services, net of 
output tax liabilities. The net amoont of VAT recoverable from or payable to, the taxation 
authority ls included as pa11 of"Prepayments and other current assets" or "AccounlS payable and 
ace.rued expenses," respectively, in the consolidated statement of financial posit.ion. 

Jnvcstment Properties 
Investment properties, consisting of parcels of land owned by the Group, are measured initially at 
cost, including transaction costs . Subsequent to initial recognition, investment propenies are 
stated at fair value, which reflects market conditions at the reporting date. Gains or losses arising 
from changes in the fair values of investmen1 properties are included in consolidated profit or loss 
in rhe year in which they arise. 

lnves'ftnent properties are derecog.nized when either they bave been disposed of or when 1.he 
investment property is permanently withdrawn from nse and no future ee-0nomic benefit is 
expected from its disposal. Any gains or losses from dcrc«ignition of an investment pl'Operty are 
recognizoo in consolidated profit or loss in the year of retirement or disposal. 
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PJ}~O:ed Exploration Cos~ 
Al! exploration and evaluation costs incurred in connection wirh th<> participation of the Group in 
the detennination of technical feasibility and assessment of commercial viabiliiy of an identified 
resource are capitalized and accounted for under rhc, "successful cffortS method" [detennincd on 
the basis of each Service Contract (SC)/Geophysicai Survey and Exploration Contract]- TI1ese 
costs include materials and fuel used, surveying costs, drilling costs and payments made to 
contractors , 

Once the legal right to explore has been acquired, costs directiy associated with an exploraiion and 
evaluation are capitali;.,ed and amorti1.ed at the stllrl of c.ommcrcial operations. All such 
capitalized costs are subject to tecltnical, commercial and management review, as well as review 
for indicators of impairment at le.ast once a year. This is to corrlinn the continued intent to 
develop or otherwise extract value from the discovery, When an SC is permanently abandoned, 
al! related capitalized exploration costs are written-off. SCs are considered permanently 
abandoned if the SCs have e-xpired and/or if there are no definite plans for further e.xploration 
and/or de.velopment. 

Property and Equipment 
Property and equipment, other than office condominium, are carried at cost less accumulated 
depreciation and amortization and any impairment in value. 

Office condominium is carried at revalued amount Jess depreciation and any impainnent in value 
charged subsequent to the date of the re.valuation. Va)ualions are pe1fonned frequently enough to 
ensure d1at the fair value of revalued asset does not differ materially from its carrying amount 
Any revaluation increment is credited to t:he " Revaluation incremenr in otiice condominium" 
account in the equity se<:tion of the consolidated swtemen~~ offmancial p0sition, net of the related 
deferred income tax liabilicy, An annual transfer from the "Revaluation inc!'ement in office 
condominium" account to retained earnings is made for the difference between the depreciation 
based on the revalued carrying amount of the asset and the depreciation based on the asset's 
original cost. Additionally, accumulated depreciation at the revaluation date is eliminated against 
the gross carrying amount of the asset and the net amount is restated to the revalued amount of the 
asset. Upon disposal, any revaluation increment relating to the particular asset sold is transferred 
to retained earnings. 

TI1e initial cos IS of propeny and equipment consist of tl1eir purchase price and any directly 
attributable costs of bringing the assets to their working condition and location for their intended 
use. Expenditures incurred after the property and equipment have been put into operation, such as 
repairs and maintenance costs, arc recognized in profit or loss in the year in which costs are 
incurred. 

In situations where it can be clearly demonstrated that the expenditures have resulted in an 
increase in future economic benefits expected to be obtained from the use of an item of property 
and equipment beyond its originally assessed standard of performance, the expenditures are 
capitalized as an additional cost of property and equipment Major maintenance and major 
overhaul com that are capitalized as part of property and equipment are depreciated on a straight· 
line basis over the shorter of their estimated useful lives, typically the period unti I the next -major 
maintenance or inspection. 
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Depreciation and amortization is computed using t.ie straighi-line method to allocate the related 
assets' cost 10 their estimated useful lives. The annual rates of depreciation for each category are 
based on the following useful lives of related assets: 

Office condominium 
Building and building improvemems 
Machinery and equipment 
Office equipment, furniture and fixtures 
Transpcrtation equipment 

Number of Year• 
15 
JS 
10 
3 
5 

The assets' estimated useful lives and depreciation method are reviewerl periodically to ensure that 
these are consistent with the expecte<i panern of economic bei1efits from the items of property and 
equipment. 

Depreciation of property and equipment begins when it becomes avai lable for use, i.e., when it is 
in the location and condition necessary for it to be capable of operating in the manner intended by 
managen1ent. 

Depreciation ceases when asse1S ore fully depreciated or at earlier of the date that line it.em is 
classified as held for sale (or included in a disposal group that is classified as held for sale) in 
accordance with PFRS 5, Noncurrent Assets Held for Sale and Discontinued Operations, and the 
date the item is derecognized. 

\V11en assets are retired or otherwise disposed of, their cost, accumula1ed depreciation and any 
allowance for impairment loss are eliminated from the accounts and any gain or loss resutting 
from their disposal is included in the consolidated statement of comprehensive income. 

An item of property and equipment is derecogn ized upon disposal or when no fomre economic 
benefits are expected to arise from !be continued use of the asset. Any gain or loss arising on 
derecognition of the asset (calculated as the difference between the net disposal proceeds and the 
carrying amount of the ilem) is included in the consolidated statement of comprehensive income 
in the year the iicm is derecognized. 

Fully-depreciated assets are re.tained in the accounts anti! th¢)' are no longer in use. and no further 
depreciation is charged to operations. 

Intangible asset 
Accounting Software 
Acquired accounting software is capitali.7.cd on the basis of costs i·ncurred to a£quirc and bring to 
use the specific software. Costs associated with the development or maintenance of accounting 
software programs are Ncognized as expense when incurred. 

Other Noncurrent Assets 
This ac.coum comprises goodwi ll and receivables. Other current assets that are expected to be 
realized for more than twelve (l 2) months after the end of the reporting period are classified as 
noncurrent assets, otherwise, these are classified as other current a~sets. 

Impairment of Nonfinancial Assets 
Properry and.Equipment and Other Noncurrem Assels 
The Group assesses at each reporting period whether there is an indication that an asset may be 
impaired. lf any such indication exists and where the carrying values exceed the estimated 
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recoverable amoimts, the assets or cash generating unit (CGU) arc written down to their estimated 
recoverable amounts. The estimated recoverable amount of an asse1 is tl1e greater of the fuir value 
less cost to se.ll and value in use. The fair value less cost to sell is the amount obtainable from the 
sale of an asset in au arm's·length transaction less the costs of disposal whfle value in use is the 
present ' 'alue of estimated future cash flows expected to arise from the continuing use of an asset 
and from its disposal at the end of its useful life. ln assess"ing value in use, the estima1ed future 
cash flows are discounted to their present value using a pre-tax discount rate that l'1lflcc1s current 
market assessments of the time value of money and the risks spec.ific lo the asset. For an asset that 
does not generate largely independent cash inflows, the estimated recoverable amount is 
determined for the CGU to which the asset belongs. Impairment losses of continuing operations 
are recognized in L~e consolidated statement of comprehensive income in those expense categories 
consistent with the function of!he impaired asset. 

An assessment is made at each financial reporting date whether there is any indication that 
previously recognized impairment losses may no longer exist or may have decreased. ff such 
indication exists, the recoverable amount is estimated. A previously recognized impairment loss is 
reversed by a credit to current operations (unless the asset is carried at a revalued amount in which 
case the reversal of the impairment loss is credited to the revaluation increment of the same a.~set) 
ro the extent that it does not resUtte the asset to a carrying amou11t in excess of what would have 
been determined (net of any accumulated depreciation) had no impairment loss been recognized 
for the asset in prior years. Such reversal is recognized in consol idated statement of 
comprehensive income unless the asset is carried at revalued amount, in which case the reversal is 
treated as a revaluation incTease. After such reversal, the amortization charge is adjusted in furnre 
periods to allocare the asset' s revised canying amount, less any residual value, on systematic basis 
over i1s remaining useful life. 

Prepayme111s and Other Curren/ AsselS 
The Group provides provision for impairment losses on nonfinancial prepayments and other 
current assets when they can no longer be realized. '!be amounts and timing of recorded expenses 
for any period would differ if the Group made different judgments or utilized different estimates. 
All increase in provision for impairment losses would increase recorded expenses and decrease 
prepayments and other current and noncurrent assets. 

Recovery of impaim1ent losses recognized in prior years is recorded when there is an indication 
that the impainnent losses recognized for the. assel no longer exist or have decro..ased. The 
recovery is recorded in the C<>nsolidated statement of comprehensive income. However, the 
increased carrying amount of an asset due to a recovery of an impairment loss is recognized to the 
exte.nt it does 1101 exceed the carrying amount that would have been determined (net of 
depreciation and amortization) had no impairment loss been rce-0gni2ed for that asset in prior 
years. 

Deferred Explora1ion Costs 
The Group assesses at each reporting period whether there is an indication that its deferred 
exploration costs and project development costs may be impaired. If any indication exists, or 
when an annual impainnenl testing for such items is required, the Group makes an estimate of 
their recoverable amount. An asset's recoverable amount is the higher of an asset's or CGU's foir 
value less costs to sell and its value in use, and is dete.rmined for an individual item, unless such 
item does not generate cash inflows that are largely independent of those from other assets or 
group of assets or CGUs. When the carrying amouni exceeds its recoverable amount, such item is 
considered impaired and is written down ro its recoverable amount. In assessing value in use, the 
estimated future cash flows to be generated by such items are discounted to their present value 
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using a pre-tax discount rate that reflects the current market assessment of the time value of 
money and the risks specific to the asset or CGU. 

Jmpairmenr losses are recognized in lhe consolidated state.men! of income. 

Capital Stock and. Ad.ditional Paji!-in Capital 
Capital stock is measured at pat value for ail shares issued and outstanding. When the Group 
issues more than one class of stock, a separate account is maintained for each class of stock and 
number of shares issued and outstanding. 

When the shares are sold at a premium, the difference between the proceeds and the par value is 
credited to the "Additional paid-in capital" account. When shares are issued for a consideration 
other than cash, the proceeds are measured by the fair value of the consideration received. In case 
rhe shares are issued to ex1inguish or scctle the liability of the Group, the shares shall be measured 
either at the fair value of the shares issued or fair value of the liability sercled, whichever i.s more 
re liably determinoble. 

De.posits for Future Stock Subscription 
This pertains to the amount of cash a11d advances from stockholders as payment for future 
issuance of stocks. The Group classifies a deposit for future stock subscription as an equity 
instrument if it satisfies all of the following elements: 

• the unissued authorize.cl capital stock of the entity is insufticie-nt co cover the arr1ount of shares 
indicated in the contract; 

• there is BOD approval on tl1e propos~ increase in authorized capital stock 
(for which a deposit was receh>ed by the corporation); 

• there is stockholders' approval of said proposed increase; and 
• the application for the approval of the proposed increase has been filed wirl1 the SEC. 

If any or all of the foregoing elements are not present, the deposit for fucure stock subscription 
shall be recognized as a liability. 

Retained Earnings 
The amount included in retained earnings includes profit (Joss) attributable to the Parent 
Company's stockholders and rnluced by dividends. Dividends are recognized as a liability and 
deducted from equity when chey are approved by the Parent Company's BOD. Dividends for the 
period that are approved after the end of the financial reporting date are dealt with as an event 
afle.r the financial reporting period. Retained earnings may also include the effect of changes in 
accounting policy as may be required by the accounting standartl's trans"ilional provisions. 

Other Comprehensive Income 
Other comprehensive loss comprises items of income and expense (including items previously 
presented under the consolidated statement of changes in equity) that are not recognized in the 
consolidated statement of income for the year in accordance with PFRS. 

Basic/Diluted Earnings Per Share (EPS) 
Ba.<ic EPS 
Basic EPS amounts are calculated by dividing the net income atu·ibutabJc. to ordinary equity 
holders of the Parent Company by the weighte.d average number of ordinary shares outstanding, 
after giving retroactive effect for any stock dividends, stock splits or reverse stock splits during the 
year. 
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Di/med EPS 
Diluted EPS amounts are calculatc<l by dividing the ne! income attributable 10 ordinary equity 
holders of the Parent Company by the wci&htcd average number of ordinl\r)' sh:1rcs outstanding, 
adjusted for any stock dividends declared during 1he year plus weighted average number of 
ord inary shares that would be issued on the conversion of all the dilutive ordinary shares into 
ordinary shares, excluding treasury shares . 

.Revenue Recognifron 
Revenue i.~ recognized when it is probable that !he economic benefits associated with 1he 
traMaction will flow to the enterprise and 1hc amount of revenue can be measured reliably, 
regardless of when the payment is being made. Revenue is measured at the foir value of the 
consideration received, net of discounts. The Group assesses its ~enue arrangements against 
specific criteria in order to determine if it is acting as a principal or agent. The follov. ing specific 
recognition criteria must also be met before revenue is reeognii.ed: 

Jnrerest Income 
Interest income is re"..Ognittd as the interest accrues, raking inio aec-0unt the effe<:tivc yield on the 
asset. 

Dividend Income 
Dividend income is recognized when the Croup's right to receive payment is established. 

Gencrnl and Administrative Expenses 
General and administrative expenses arc decrc11Scs in economic benefits during the nceounting 
period in the fonn of outflows or occurrences of liabilities that result in decreases in equity, other 
than those relating to distributions to cquiry panicipants. General and administrative expenses arc 
generally recognized when the services arc used or the ex~ arises while inten:st expenses arc 
accrued in the appropriate financial reponing date . 

.L&llii 
De1ermma11on of Whe1her an Arrangemtnt Co111ai1is a Lem~ 
The determination of whether an arrangement is, or contains a lease is based on the substance of 
the arrangement and requires an assessment of whether the fulfillment of the arrangement is 
dependent on rhe use of a specific asset or assets and the arrangement conveys a right to use the 
asset. 

A reassessment is made after inception of the lease only if one of the following applies: 
o. There is a change in contractual terms, other than a renewal or extension of the amingcmenr; 
b. A renewal option is exercised ur extension granted, unless that term of the renewal or 

extension was initially included in the l<:ase term; 
c. There is a change in the determination of whether fulfillment is dependent on o specified 

asset; or 
d. There is a substantial change to the asset. 

Where a reassessment is made, lease accounting shall commence or cease from the date when the 
ch3nge in circumstances gave rise to the reassessment for scenarios (a), (c) or (d) above. and at the 
date of renewal or extension period for scenario (b ). 
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Operaling Leases - Group as a l.essee 
Operating leases represent those leases under which substantialty all risks and rewards of 
ownership of the leased assetS remains with the lessors. Noncancellable operating lease payments 
are recognized under ~General and administrative expenses" in the consolidaml statement of · 
comprehensive income on a straight-line basis over the lease term. 

Retirement ~enefits Costs 
The net retirement benefits liability or asset is the aggregate of the pre;;ent value of the retirement 
benefit obligation at the end of the linanc.ial reporting date reduced by the fair value of plan assets 
{if any), adjusted for any effect of limiting a net defined benefit asset to the asset ceiling. The 
asset ceiling is the present value of any economic benefiL~ available in the fonn of refunds from 
the plan or reductions in furure contributions to the plan. 

'The cost of providing benefits undc.r the retirement benefit plans is actuarially determined using 
the proje<:ted unit cre<lit method. 

Retirement benefit costs C-Omprise the following: 
• Service cost 
• Net interest on the net retirement benefit liability or asset 
• Remeasurements of net retirement benefit liability or asset 

Service costs which include current service costs, past service costs and gains or losses on aon­
routine settlemenls are recogni1..ed as expense in profit or Joss. Past se1vice costs are recognized 
when plan amendmem or curtailment OC¢Urs. These amounts are calculated periodically by 
independent q11alified actuaries. 

Net interest on the net retirement benefit liability or asset is the change during the period in the net 
retirement benefit liability or asset rhat arises from the passage of time which is determined by 
applying the discount rate based on govemment bonds to the net retirement benefit liability or 
asset. Net interest on the net re1iremen1 benefit liability or asset is recogn;zed as expense or 
inccme in consolidated statement of income. 

Remeasurements comprising actuarial gains and losses, return on plan assets und any change in 
rhe eftect of the asset ceiling (excluding net i.uteres1 on retirement benefit liability) are recognized 
immediately in OC! in the period in which they arise. Remeasurements are not reclassified to 
profit or loss in subsequent periods. Remeasurements recogni?,ed in QC! after the initial adoption 
of Revised PAS 19 are not closed to retained earnings account. These arc retained in OCI until 
full settlement of the liability. 

Plan assets aie assets that are held by a long-renn employee benefit fund or qualifying insurance 
policies. Plan assets are not available to the creditors of the Group. nor can they be paid directly 
to the Group. Fair value oi plan assets is based on market price information. When no market 
price is available, the fair value of plan assets is estimated by discounting expected future cash 
flows using a discount rate that reflects both the risk associated with the plan assets and the 
maturity or expected disposal date of t:hose assets (or, if they have no maturity, the expected 
period unril the settlement of the related obligations). If the fair value ofihe plan asscis is higher 
than the present va.lue of tho retirement benefit obligation, the measurement of the resulling 
retirement benefit asset is limited to the present value of economic. ben~fits available in the form 
of refunds from the plan or reductions in future contributions to the plan. 
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TI1e Group's right to be reimbursed of some or al! of the expenditure required to settle a retirement 
benefit obligation is recognized as a separate a$sct at fair value when and only when 
reimburs~ment is virtually cenain. 

Termination Benefit 
Tennination benefiis are employee benefits provided in exchange for the tennina1ion of an 
employee's employment as a result of either an entity's decision to tcnninate an employee's 
employment before the normal retirement dare or an employee'~ decision to accept an offer of 
benefits in exchange for tl1e termination of employment. 

A liability and expense for a termination txmetit is recognized at the earlier of when the entity can 
no longer withdraw the offer of those benefits an.d when the entity recognizes related restructuring 
cosrs. Initial recognition and subsequent changes to termination benefiiS are. measured in 
accordance with the nature of the employee. benefit, as either posr-cmploymcr.t Ilene-fits, short­
term employee benefits, or other long-term employee benefits. 

Employee [.eave Entit/emenr 
Employee entitlements to annual leave an: recognized as a liability when they are accrued to the 
employees. The undiscounied liability for leave expectetl to be settled wholly before twelve (12) 
months after the end of the financial reponing period is recognized for services rendered by 
employees up to the end of the reporting period. 

Income Tai,~ 
Current Income Tax 
Current income tax assets and .liabilities for the current and prior periods are measured at the 
amount expected to be recovered from or paid to the taxation authorities. The tax rates end rax 
laws used co compute the amount are those that have been enacted or substantivety enacted at the 
financial reporting date. 

Current income tax relating to items recog11ized directly in the consolidated statement of changes 
in equity is recognized in equity and not In profil or loss. Management periodically evaluates 
positions taken in the tax returns with respect to situations in which applicable tax regulations are 
subject to interpretation and establishes provisions where appropriate. 

Defetred llwome Tax 
Defe1Ted income tax is provided. using the liability method, on all temporary differences at the 
financial reponing date between the tax bases of assets and liabilities and their carrying amounts 
for financial reporting purpose.s. Deferred income tax liabilities are recognized for all t?-Xable 
temporary differences, except: 

• where the deferred income tax liability arises from the initial recognition of goodwill or of an 
asset or liability in a transaction chat is not a business combination and, at the time of the 
transaction, affects neither the accounting profit nor taxable income or loss; 

• in respect of taxable temporary differences associated with investments in subsidiaries, 
associates and interests in joinr ventures, where the timi·ng of the reversal of the temporary 
differences can be controlled and it is probable that the temporary differences will not reverse 
in rhe foreseeable future. 

Deferred income tax assets are recognized for all deductible temporary differences, carryforward 
benefits of unused tax credits from excess minimum corporate income la.'< (MClT) over the 
regular corporate income tax (RCIT) and unused net operating loss carry-over (NOLCO), to the 
ei.;tent that it is probable that sufficient future taxable profits will be available against which the 
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deductible temporary differences and the carryforward benefos of unused cax credits and unused 
tax losses can he utilized, except: 

• where the deferred income tax asset relating to the deductible tcmpcrary difference arises 
from the initial recognition of an asset or liability in a transaction lhat is not a business 
combination and, at the time of the transaction, affects neither the acco\Jntlng income nor 
taxable income or loss; 

• in respecr of deductible temporary differences associated wi1h investments in subsidiaries, 
associates and interests in joint ventures, deferred income tax assets are recognized only 10 the 
extent that it is probable that the temporal)' differences will reverse in rhe foreseeable iuture 
and taxable income will be available against which the temporary differences can be ulilize<l. 

111e carrying amount of deferred income tax assets is reviewed at tach fir.ancia! reporting date and 
reduced to the extent rhai it is no longer probable tbat sufficient future taxable profits will be 
availabb to allcw all or part of the deferred income tax assets lo be utilized . Unrecognized 
deferrec! income tax assets are reassessed at each financial reporting dat>i end are-recogni7.cd to the 
extent t~i.t 't has become probable that sufficiem furore taxable profits will l)e available to allow 
the deferred income tax assets to be recovered. 

Deferred income tax assets and liabilities are measured at !he tax rate that is expected to apply to 
the period when the asset is realized or the liability is settled, based on the tax rate and tax laws 
that have been enacted or substantively enacted at the financial reporting date. 

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to se1 
off current taX assels against current income tax liabilities and the deferred taxes relate !o the same 
taxable entity and the same taxation authority. 

Seginent !!.>1.Q:.m!!ti.Qn 
The Group considers investment holding and geothermal energy projects as its primary activities. 
The Group has no geographic.al segmeniation as the Group's operating business segments are 
neither organized oor managed by geographical segmeni. 

Provisi.ons 
Provisions are recogni7.ed when the Group has a present obligation (legal or constructive) as a 
result of a past event. it is probable that an ou!flow of resources embodying economic benefits wi JI 
be requi:ed to settle the obligation and a reliable estimate can be rr.ade of the amount of the 
obligation. 

Contingencies 
Contingent liabilities are not recognized in the consolidated financial statements. These arc 
disclosed unless the possibility of an outflow of economic benefits is remote. Contingent assets 
are not recognized in the consolidated firuincial statements but disclosed when an inflow of 
economic benefit is probable. 

Events After the Reporting .Daic 
Post year·end events that provide additional inforrnation about the Group's position a1 the end of 
the reporting period (adjusting events) are reflected in the Group's consolidated financial 
Statements. Post year-end events that are not adjusting events are disclosed in the notes 10 the 
consolidated financial statements when material. 
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3. Signilicanl Accounting Judgments, Eslimates 2nd Assumptions 

The preparation cf the consolid2ted financial ~tatement~ in compliance with PFRS requires 
managomcnt to make judgments and estimates that affect !lie amounts reported iu the consolidated 
financial statements. The judb•menis and estimates us«! in the consolidated financial statements 
nrc based upon management's evaluation of relevam facts and circumstances a.s of the dnte of the 
consolidated financial statements. Future cvcni~ may occur wllich can cause the assumptions used 
in arriving nt tliose judgments nud estimates to change. The effects of the changes will be 
reflected in the consolidate<! financial statemenrs as they become reasonably determinable. 

Accountingjudgments, estimates and assumptions are continually evaluated based on historical 
experience and other factors, including cxpcciations of future evcnis that are believed to be 
reasonable under the circumstances. 

Judgments 
Jn the process of applying the Group's accounting policies, management has made the folio" ing 
j:idgments, apart from those involving estimotions, which have the most significant effect on 
amounts rtcogniz.ed in the consolidated financial statements: 

Reserves Estimation 
The Group estimates its commercial reserves and resources based on iufom1ation compiled by 
appropriately qualified persons relating to the geological and technical data 011 the size, depth, shape 
and grade of the hydrocarbon body and snitable production techniques and recovery rntes. 

Determination of ir.e Group's F unctitJnal Currency 
Based on the economic substance of the underlying circumstances relevant to the Group, !lie 
functional cummcy has been determined to be the Philippine Peso. It is the currency that mainly 
influences the operations of the Group. 

Cla.rsification of Financial lrutn1ments 
The Group classifies a financial instrument, or its component, on initial recognition as a financial 
asset, liability or equity instrument in accorduncc with the substance of the contractual 
arrangement and the definitions of a financial asset, liability or equity instrument. The subsiance 
of a financial iostrument, ra!her than its lega I form, govems its classification in the consolidated 
statements of financial position. 

Determination of Classification of l11ves1me111 f'roperty 
The Group classifies its land and improvements es investment property or owner-occupied 
property based on its current intentions where it will be used. When the land and improvements 
ere held for capital appreciation or when management is still undecided as to its future use, it is 
classified as investment property. The land and improvements which are held for rtlli arc 
classified as investment property. 

Capitalization a/Geothermal £tploration and E.'voluatio11 CoslS 
Careful judgment of management is applied when deciding whether the recognition requirements 
for geoth=I exploration and evaluation assets relating to the Gro'.fJ> ·s geothermal project have 
been met. Capitalization of these costs is based, to a ceruiin extent, on managcmenfs judgment of 
the degree to which the expeodilllrc may be associated with finding specific geothcnnal reserve. 
This is necessary as the economic success of the exploration is uncertain and may be subject to 
future technical problems at the time of recognition. Judgments are based on the informntion 
available at end of each reporting period. 

111111111111111 



! 

Estimat~antj Assumptions 
The estimates and underlying assumptions are reviewed on an ongoing b.'\Sis. Revisions to 
accou·nting estimates are recognized in the period in which the estimates are revised if the 
revisions affect only rhat period, or in the period of the revision and furure periods if the rev·ision 
affects botl1 current and fu1ure periods. 

The key assumptions concerning the future and other key sources of estimation unc,,rtainty at the 
reporting date that have a significanr risk of causing a marerial adjm;tmeut to the carrying amounts 
of assei and liabilities within the next financial year are discussed below: 

Impairment of AFS Financial Assets 
The Group treats AFS fmancial assets as impaired when there has been a significant or prolonged 
decline in the fair value below its cost or where other objective evidence of impairment exists . 
The. determinalion of what is "significant" or "prolonged" requires judgment. The Group 1rcats 
"significant" as 20% or more of the cost and "prolonged" as greater than twelve (12) months for 
quoted equity securities, 

As at December 31, 2016 and 20! 5, the Group assessed that there were no impairu1ent indicators 
on its AFS financial assets. The carrying value of the Group's AFS financial assets amountcrl to 
f'l3S .52 million and Pl 60.4 l million as at December 3 l, 20l 6 and 2015, respectively 
(see Note 7). 

Revaluation of Office Condomfnium and Investment Properties 
The Group carries its inve~"tment prope.nies at fair value, with changes in fair value being 
reC-Ognited in the consolidated statement of income. The Group engaged independent valuation 
specialists to assess fair value as at December 31, 20'16 for its office condominium and investment 
properties. 

For inwstment properties, a valuation methodology based on a sales comparison approach was 
used, which is a comparative approach that considers the sales of similar or substimte assets and 
related market data and esrablishes a value estimate by processes involving comparison. In 
addi1ion, i1 measures the office condominium ar revalued amounl, with changes in fair value being 
recognized in OC!. The market approach was used for the office condominium, which provides 
an indication of value by comparing 1he subject asset with ide.ntical or similar "5Sets for which 
price infonnation is available. lbe key assumptions used to detennine the fair value of the 
properties are provided in Note 8. 

Revaluation increase on office condominium rec-0gnized as OCI in 2016 awounted to 1'7.56 
million, net of applicable ta.x. Net book value of revalued office condominium amounted <o 
f'27.89 million and f'l 8.97 million a~ at December 31, 20!6 and 2015, respectively (Note JO). 

Impairment and Write-off of Deferred Exploration Cosrs 
The Group assesses impairment on deferred explorntion co~is when facts and circumslances 
suggest tbat the carrying amount of the asset may exceed its re<:overable amount. Until the Group 
has sufficient data to determine technical feasibility and commercial Yiabillty, deferred charges 
need not be assessed for impainnenL 

Facts and circumstances that would require an impaimient assessment as set forth in PFR.S 6, 
£..ypforationfor a.~d Evaluation o/Milieral Resources, are as follows: 

• the perfod for which the Group has the right to eXplore in the specific area has expired or will 
expire in the near future and is not expecred to be renewed; 
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• substantive expendirure on further exploration for and evaluation of mineral resources in the 
specific area is neither budgeted nor planned; 

• exploration for and evaluation of mineral resources in the specific area have not led to the 
discove.ry of commercially viable quantities of mineral resources and tbe entity has decided to 
discontinue such activities in the specific area; and 

• suffic.ient data exist to indicate lbat., although a developtllent in the specific area is likely to 
proceed, the carrying amount of the exploratio11 and evaluation assei is unlikely to be 
recovered in full from successful development or by sale. 

For deferred exploration costs, impairment is rec-0gnized when an SC where the Group has 
participating interest is permanently abandoned . Furure events could cause the Group to conclude 
that these assets are impaired. 

Provision for impainnent loss on deferred exploration costs is 1'166.71 million in 2016 
and nil in 2015 and 2014 (see Note 9). 

The carrying amount of deferred explorarion costs, ne.t of allowance for impairment loss 
amounting to amounted to 1'87.83 million and !>223.49 million as at December 31, 2016 aJld 2015, 
respectively {see Note 9). 

Realizability of Deferred Income Tax Assets 
Deferred inrome tax assets are recognized for all temporary deductible differe.nces to the extent 
ihat it is probable th.at sufficient future. taxable profits will be available to allow all or part of the 
deferred income tax a.~sctS to be utilized. The Group's recognized deferred income tax assets 
amounted to P 15.50 million and F> l 5.58 million, as at December 31, 20 l 6 and 2015, respectively 
(see Note 20). 

As at December 31, 2016 and 2015, the Group has deductible temporary differences on 
allowance for impairment losses and carryforward benefit of NOLCO, and excess MCIT over 
RCIT, a1nounting to 1'99.52 million and P90.86 million, respectively, for which no deferred 
income tax asset was recognized because it is more likely than not that the deductible temporary 
difference and carryforward benefo will not be realized on or prior to its expiration (sec. Note 20). 

Es1imatio11 of Retirement 8enef11s Cosls 
The cost of defined benefit pension plans as well as the present value of the pension obligation is 
determined using acmarial valuations . 1l1e acruarial valuation involves making various 
assumptions. These include. the determination of the discount rates, future salary incre<1ses, 
mortality rates an'.! future pension increases. Due to the complexity of the valuation, the 
underlying assumptions and its long-term nature, defined benefi1 obligations are highly sensitive 
to changes in these assumptions. The assumptions made by the Group resulted in ae<:rued 
retirement benefits amounting to P l 3.41 million and P l3.69 million as at December 31, 2016 and 
2015, respectively (see Note 19). 

In determining the appropriate discount rate, management considers the interest rates of 
govemment hoods that are denominated in the cu1Tency in which the benefits wil I be paid, with 
ext:rapolated maturities corresponding to the expected duration of the defined benefit obligation. 
The morcaliry race is based on publicly avai lable mortality tables for the specific country and is 
modified accordingly with estimates of mortality improvements. Future salary increases and 
pension increases are based on expected future inflation rates for the specific country. 
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Determination of Fair Vaiue of Investment Properties 
Tiie best evidence of fair value is current prices in an active market for similar lea~e and other 
cor.tractS. In the absence of such information, the Group determines the amount within a range o.f 
reasonablo fair value estimates. In making its judgment, the Group considers information from 
variety of sources including: 

• current prices in an active market for properties o'f differenr nature, condition or location 
(or subject to different lease or other contracts), adjusted to reflect those differences; 

• recent prices of similar properties in less active markets, with adjustments co reflect any 
changes in economic conditions since the date of the transactions that occurred at those prices; 
and 

• discounted cash flow (DCF) projections based on reliable estimates of future cash !lows, 
derived from the terrns of any existing lease and other contracts arid (where possible) from 
external evidence such as current market rents for. similar properties in ~he same location and 
condition and using dise-0unt rates thal reflect current market assessments of the uncenainty in 
\he amount and timing of the cash flows. 

'!11e Group recognized 0 fair value adjustment on its investmelll properties amounting to 
P7 J.96 million in 2016, and nil in 201 5 and 2014. 111e fair value adjusrment:s on its investment 
properties are based on the latest appraisal reports in 2016 for the land in Bolinao, Pangasinan, San 
Fabian, Pangasinan, Tanay, Rizal, and Gutalac, Zamb-Oanga del Norte. The for value of the 
Group's investment prope.rries amounted to P275.J8 million and ft203 .42 million as at 
December 31 , 2016 and 2015, respectively (se;, Note 8). 

4. Cash and Cash Equivalents 

Cash on hand and in banks 
Cash equivalents 

2016 
PS,783;117 

153,842,764 
Pl59,625,881 

2015 
!'30,764,289 
I 70,250, 777 

1'201,015,066 

Cash in bar;ks and cash equivalents cam interest at rbe respective bank deposit rates. Cash 
equivalents are made for varying periods of up to three (3} months depending on the immediate 
cash requirements of the Group. Interest income amouJJted to Pl .62 million, PJ.66 million and 
f!0.44 million in 2016, 2015 and 2014, respectively (see Note 16). 

111e Group has US$ denominated cash on hand and in banks amouming to US$29, 144 and 
US$15I,14 8 as at December 31, 2016 and 2015, respectively. The Group has Indonesian Rupiah 
(lDR) denomina!ed cash on hand and in banks amounting to 40. 70 million lDR and 
I 4 !.96 T:'lillion !DR as at December 3 i, 201 6 and 2015, respectively. 
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5. Receivables 

Accounts receivable 
Dividends receivable 
Interest receivable 
Advances to officers and employees 
Other receivables 

Less allowance for impainnent losses 

- 30 -

2016 
P4,104,617 

788,253 
143,851 
165,099 

31,963 
S,233,783 

(2,732,947) 
1'2,500,836 

Accounrs receivable are short tenn, non-interest bearing due from third parties. 

Dividends re.ceivable arise from the Group's investmenls in equity securities . 

2015 
P3,879,094 

749,097 
386,981 
!43,270 
35,295 

S,!93 ,737 
(2,732,94 7) 

4'2,460,790 

Interest recoivabl.,, arise from the Group's short-term ca.~h equivalents and th~ir investments in debt 
securities. 

Advances to o·fticers and employees pertains to the advances made by ihe Group to its officurs and 
employees fo~ the administration of its operations. These types of advances are settled through 
liquidation and reimbursement, respectively. 

Other receivables arise from short-term, nonintercst-bcaring transactions of the Group. 

6. Prepayments and Other Current Assets 

Input VAT 
Prepaid expenses 

2016 
P7,380,11J 

587,507 
Jl7 967,620 

Input VAT represenrs Vt\ T paid on domestic purchases of goods and sen: ices. 

2015 
PJ ,393,495 

802,l 55 
P4,195,6SO 

Prepaid expenses mainly consists of prepayments of the Group on rent, membership d\les, life and 
non-life insurance, and communication expenses. 

7. AFS Finarcial Assets 

Debt securities - quoted 
Invesbnents in quoted shares of stock 

2016 
1'40,282,029 

95,239,857 
:Pl35.S21,886 

2015 
P66,l !2,61 3 

94,297,877 
Pl60,4l 0,490 

Quoted instruments are carried at fair market value as at end of reporting period. 
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The movements in AFS financial assets account follow: 

Balances at January I 
Additions 
Disposals 
Unrealized gains (losses) on AFS financial assets 
Balances al December 3 I 

2016 
PJ 60,4I0,490 

(25,000,000) 
111,396 

p 135,521,886 

20l5 
1'364,298,764 

73,647, 126 
(246,884,655) 
(30,650,745) 

P l 60,410,490 

Interest rates in 2016 and 201 Son these AFS debt securities range from 4.50% to 4.84% and 4.5% 
to 5.45%, respectively. Jnte.rest income earned on these securities amounted to 1'3.01 million, 
1'3.97 mill ion, and Pl 6.48 million in 2016, 201 S and 2014, respectively (see Note 16). 

The movomcnts in "Net unrealized gains on changes in fair value of AFS fina:1cial assets" 
presented a.~ a separate c.omponent of equity follow: 

Beginniug balances 
Gains recognized in equity 
Realized gain on sale of AfS financial assets 
Unrea.lized gains (losses) in AFS financial assets 

taken in o'ther C-Omprehensive income 
Ending balances 

2016 
PS,527,352 

;n,396 

. l'l,396 
l'S,638,748 

2015 
f>36, ! 78,097 

l 4,35 l ,518 
(45,002.263) 

(30,650,745) 
f'S,527,352 

Dividend income earned from quoted equity stocks amounted to P4.82 million, PS.99 million and 
PS.IS million in 2016, 2015 and 2014, respectively. 

8. lm•estme.nt Properties 

Acquisition c.osr 
Accumulated unreali7.e{) gain on investment 

properties: 
Beginnin.g balances 
Unrealized valuation gains on investment 

property 

Ending balances 

2016 2015 
P62,799,972 {'62,799,972 

140,62<!,837 140,624,837 

71,955,696 
212 580,533 140,624,83 7 

P275,J80,50S 1'2(lJ,.d24,809 

The Group engaged an independent firm of appraisers, to determine !lie fair values of the 
following properties: 

Location 
San Fabiai1, 
Pengasine.~ 

Bol;uao, Pangasinan 
Gutalac, Zamboa.'lga 

de! Norte 
Tanay, Rizal 

Appraisal Date 

June 25, 2016 
June 25, 2016 

August J 6, 2016 
June 24, 2016 

Aren in 
square meters· 

182,981 
•103,836 

218,095 
3$,000 

Appniisal Value 

~223,l 38,000 
129,.228,000 

5,.234,000 
5,023,000 

ll llllllllllllWI 
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The fair values were estimated through the sales comparison approach that considers the sales of 
similar or substitute assets and reiated market data and establishes a value estimate by processes 
involving comparison. Records of recent sales and offerings of similar land arc analyze:! and 
comparison made for such factors as s ir.e, characteristics of the lot, location, quality and 
prospective use. 

The Grou9 has 60.9% beneficial ownership intercs1 on the land in San Fabian. 

The Group has detem1 ined that highest and best use fot the properties located in San Fabian and 
Bolinao, Pimgasinan is for residential or recreational utility. For properties located in Gutalac. 
Zamboanga del Norte and Tanay, Rizal, the Group has detennined that the highest and best use of 
!he investment property is for agricultural utility and agro-industrial development, respective!y. 

Direct operating expenses relaLcd to the investment prope1ties include real property taxes paid in 
2016 and 201 5 amounting to 'PO. ! S million and P-0.06 million, respectively. 

The Group has no resrriction on the reaJi:aibiliry of its investment properties ru1d no contractual 
obligations to purchase, construct or develop investment propenies or for repairs, maintenance and 
enhancements . 

9. Deferred Exploration Costs 

The movements in deferred exploration costs follow: 

Beginning balances 
Additions 

Less a!lowancc for impainnent losses 
Ending bola.rices 

Oil anQ.Jias Service Contracts (SCsl 

2016 
P269,238,092 

31,044 421 
300~82,513 
212,456,206 
P87 ,826,307 

2015 
1'252,344,817 

16,893,275 
269,238,092 

45,742,635 
P223,495,457 

The Parent Company is a party, together with olher companies, to SC 53 (Onshore Mindoro} with 
the Philippine Government, through 1he Deparrme.nl of Energy (DOE), for Lhe explorntion, 
development and exploitatiQn of the contract area simaied in onshore Mindoro. 

SC 53 (Onshore Mindoro) 
SC 53 was awarded by the DOE on July 8, 2005, for a ten years exploration period. It covers 
6,600 sq. km, of the onshore areas of Mindoro Island which is within the NorthweS1 Palawan 
J\.1icro-Continental Block (NPMCB). Past exploraiion efforts in SC 53 induded the acquisition of 
2,000 kilometers of2D seismic daia and the drilling of 4 exploration wells. Three (3) of the four 
( 4} wells encountered oil and gas but were considered non-commercial at the time of drilling. 

The consortium entered into a Farm-In Agreement with Pitkin Petroleum Ltd. (Pitkin) which was 
approved by the 00£ on June 11, 2008. Under the Fann-In Agreement, Pitkin completed a 
magneto-telh:ric survey in onshore Mindoro and acquired in May, 20 lO, over 200 kilometers of 
2D seismic data designed to de:lineate and ass<lSS !he hydrocarbon potential of the Progreso-] X in 
San Jose, Mindoro Occidemal and the Sablayan, Mindoro Occidenial. 
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On July I l, 2011, Resource Management Associates Pty Limited of Australia signed a Fan11 Jn 
Agree men I with Pitkin to acquire 3 5% from its 70% panicipating interest. 

On November ! I, 2011, Pitkin reported thar Sub-Phase l, which was to end March 6, 2012, was 
fulfilled wirh the completion of the 200 ki lometers of seismic data. Sub-Phase 2 which carries a 
minimum work obligation of two (2) wells and a financial commiuuent ofUS$2,000,000, have 
been ext.ended up to the resolulion of the complaint filed by Famato<li, Inc., an organization of 
indigenous peoples in Mindoro and the issuance of the Certi ficate of Precondition by the National 
Commission of Indigenous Peoples (NC!P). 

The consortium agreed to drill Progreso-2 to fulfil one of the 2 well obligations and the planned 
geology and geophysical works will be negotiated as fulfilment of the se.:ond well. For this phase, 
the approved firm budget amounts to USS8,4-00,000 and the contingent budget amounts to 
lJS$6, J 40,000. The project is presently suspended, pending resolution of the aforementioned case 
filed by Famatodi, Inc. and clearance by the NCfP. The Parent Company has a 3% participation in 
this service conlract. 

Pitkin had an agreement with Mindoro Palawan Oil and Gas, Inc. (MPOGI) to transfer Pitl<in 's 
7()% Participating Interest and Operatorship to MPOGI. On June 10, 2016, a formal request was 
sent to the DOE and was eventually approved by the department on October 24, 2016. Deferred 
e><ploration costs pertaining to SC 53 amounts to l>J 8.46 million and ·~18 .40 million as al 
December 31, 20 J 6 and 2015. respectively. 

Indonesia Oil P..oject 
!n 2013, the Group embarke<I on the Indonesia Oil PtQjcct, as it had passed all the financial criteria 
for a project as set by the Board, upon recommendation of Managemeni, and had the potential of 
generating immediate cash flow in less than a year after drilling. The Group entered into a joint 
venture arrangement with Petrosolve Sdn Bhd, a company registered in Malaysia, which was 
engaged in the busine~s of developing oil fields and held a technology for enhanced chemical oil 
recovery. The joint venture established Grandway Group Limited in Hong Kong, which is 70% 
owned by the Company and 30% owned by Petrosolve Sdn Bhd, as the corporate vehicle of the 
joint venture for the management and operation of oil wells. The joint venture then established 
PT Basic F.nergi Solusi (PT BES) as its operating arm in Indonesia. 

PT BES, as a sub-c{)ntractor, entered into a cooperation agreement with J-T Bkamaro for the 
management and operation of ten (l 0) o il wells located in tile Dadangilo and Wonoco!o areas in 
East Java, Indonesia, These wells are pan of the wells covered by cooperation agreements 
between PT Ekamaro and KUO Sumber Pangan and KUO Usaha Jaya Bcrsama, both of which 
had production agreements with Pertamina, the entity vest.ed by the Indonesian Government with 
the autbQrity to manage old oil wells in Indonesia. 

PT BES drilled five (S) of the aforementioned ten (l 0) wells. However, production was low at 
only an estimated total of20,772 barrels comparOO ro projections ar the start of the project of 
269,346 barrels, while rhe buying price of Pertamina steadily dropped, from IDR4,l 60ilrter (or 
US073.50/barref) at lhe sta11 of tl1e project, to IDR2,7 l 8'1iter (or USO 34.57/barrcl) by the l st 
quarter of20 15. Calculated project IRR, which was at 85.88% at the siart of the project, had 
become negative. During this time, some miners moved for upward adjustments in their revenue 
sharing, which entailed negoriations with PT Ekamaro, the KUDs, and the miners conceme<I. 
Before negotiations could be finalized, Pertamina instituted changes in the rramework for the 
operation of old oil wells and eventually suspended its contracts with the KUDs and designated a 
new temporary body, the Paguyuban, to handle logistics. 
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By tl1c middle of2015, the project was placed on hold unti! Pertamina is able to finalize the 
organizational structure of local miners in said areas. These miners arc slated 10 handle the 
managemem a.~d operation of oil well~ in said areas and with whom PT BES and/or PT Ekamaro 
shall enter into new co-operntion agr~menrs. Over a year has passed and Peruunioa s1ill has not 
designated a new organization of local cooperatives or miners groups to supervise the oil 
operations from old oil wells in the area. 

Deferred Cl\ploration costs pertaining 10 the Indonesia Oil Projecc amounts 10 Pl47.93 millioo and 
Pl 53.32 million as at Dei:ember 31, 2016 and 2015, respectively which was fully provided for 
allowance for impairment. 

Qeothmmal Service Contracts IGSCs) 
The Parent Company is likewise involved in the exploration, development and production of 
geothermal enerb'Y· It has been awarded service contracts for various areas by the DOE, which 
prescribes the periods :1nd programs for these service conrracts, pcrsuant to Presidential Decree 
No. 87 for the Mabini GSC and pursuant to Republic Act (RA) 9513 (Rcnew~ble Energy Act of 
2008) for the subsequent GSCs. 

GSC8 
GSC 8, which is the Mabini, Batangas GSC, was awarded to the Pare~t Company on 
July 10. 200&. The contract area is approximately 32.5 square kilometers and covers the 
Cah1mpan Peninsula. The contract period for exploration i~ five (S) years, and was extended up to 
201 S, subdivided in J Phases. In September of2015. DOF. confirmed a one {l) year extension for 
its exploration. Sub-Phase I (Years 1 and 2) and Sub-Phase 2 (Ye-..r 3) minimum work 
commitmcnl3 include geological, geophysical and geochemical works that are d<Signed to identify 
a drilling location and assess the geothermal potential of 1he contract area The Paren1 Compan) 
has the option to drill a well or return the SC to the DOE in case there is no technical j ustification 
10 drill a well. 

The .Parent Company has secured the eommitmentS of the Local Government Units which 
indicated support to the project. The Certificate of Non Coverage was issued by the 
Environmental Management Bureau on March 25, 2009 and the Certificate of Non Overlap from 
the National Commission on Indigenous People (NCfP) was issued on April l S, 2009. 

The Parent Company has co11ducted tbe first stage of the exploration program consisti11g of 
geophysical and geological surveys covering 3,481 hoc1arcs in the Caluir.pan Peninsula, Mabini, 
Batangas. A Controlled Source Magneto· Tclluric Survey covering the area had been conducted 
and completed on March 8, 2010. The data obtained from the survey had been processe:l by a 
Japanese consultant, with the objcc·tive of establishing the geothennal resource and the exploration 
drilling >itc in the area. 

The Parent Company has completed due diligence studies and preliminary technical data 
coltection, collation and re-evaluation as part of its commitment under Sub-Phase 1 (Yea.rs l 
and 2) of the work program committed with the DOE. Initial assessments disclosed that the area 
has a good potential for a 20-mcgawatts capacity and could be developed within a two (2)-year 
period considering tl1e existence or adequate infrastrucrure, adjacency t:i transmission lines nod a 
>trong power demand in the area. 

On February 26, 2015. Trans-Asia Energy Corporation executed a Farm-in Agreement with the 
Parent Company acquiring n twenty-five percent (25%) participating interest in this project. Sub­
Pbase 3 which involves the drilling of one (I) cxploraio1y well has been extended from July 2016 
to July 2017. Estimated cost for lliis work program is P 166,000,000. As of December 3 J, 2016, 
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drilling works on the exploratory well are on-going. Deferred exploration costs pcnaining to 
GSC 8 amoun1s to !'45.96 million and P 14.14 million ns at December JI, 2016 and 2015, 
respectively. 

OrherGSCs 
'The Parent Company was also awarded the service contracts .from the DOE in February 20i 3, 
covering four (4) geothermal projects, namely: Triga Geothermal Power Project, Mariveles 
Geoth<'Tillal Power Project, the East Mankaya.n Geotbcnnnl Power Project and the West Hulusan 
Geothermal Power Project, all carrying a maximum exploration period of five (5) years. These 
projects arc undergoing evaluation of existing data, pennining and coordination with the local 
government units involwd. Estimated cost for the 2016 work programs for these service contracts 
is P33.4 million which is allocated as pGrt of the contingency budget. 

The East Mankayan Geothermal Power Project lies immediately east of the Cervantes, !locos Sur 
geothennal block of Pan Pacific Power Phils, Inc. and south of the Sontoc-Sadanga block which is 
operaced by Magma Energy Resources. immediately south is the Daklon block opcrntcc by Clean 
Rock Energy. The area actually covers the 3 provinces of Benguct, Mountain Province Md 
lfugao. The proposed area is surrounded by lots of known thermal man:festafons: : .g. hot spring$ 
nnd thermally altered grounds. 

The Mariveles Geothcnnul Power Project, in Bataan is situated along the West Luwn Volcanic 
Arc which starts from Mt. Pinatubo in the no1th and extends farther south across lhc Man<la Bay 
towards BatangLS and northeastem Mindoro. 

The lriga Geothermal Power Project in Camarines Sur is bounded 10 the north by lsarog 
geothermal block of Philippine Nation:1I Oil Comp:my · Renewal Corporation and to the east by 
lhe highly productive Tiwi geothermal service contrucl are~ of fom1crly Chevron, now AP 
Renewabl4'S Inc. The areal landscape is dominated by lriga or Asog Volcano, a relatively in 
stratovolcano immediately southwest of Lake Buhi in southern Luwn 

In a Fann-in Agreeme.nt executed between Desco. Inc. and the Pa.-ent Cor.ipany on 
January 22, 2016, the Paren1 C-0mpany assigned to Desco, Inc. an 80% i:anicipating intcl'est in the 
lriga project. The assignment was approved by the DOE in a letter received by the Pnrent 
Company on November 8, 2016. Desco, Inc. is now the operator of the Triga project. 

The West Bulus'lD Geothermal Power Project is situated in tlie munidpaJ:~ies of Juban, 
Magallanes, I rosin, Bulan, Matnog, Santa Magdalena, and Bulusan, in the province of Sorsogon. 
It is bounc!ed :>r. the nonheast by the geothermal contract area of SKJ Constr~ction Group, Inc. 
and is in close vicinity to )fount Bulusan, an active volcano and a declared Nacural Parle by virtue 
of Proclamation No. 421 on 27 November 2000. The DOE estimates the proj<et site to ha,·e a 
p'>teotial installed capacity of SO megawatts. The area has previously been e.iq:lored by the 
PNOC-Energy Developmenl Corporation in the J 980's. Data gathered fron !his s:Udy is the lake· 
off point for the feasibility siudy currently being undertaken by the Parent Company. 

Deferred exploration costs pertaining to other GSCs amounts to 1'20.36 mil~ion and P l ~.92 mi!lion 
as at December 31, 2016 and 2015, respectively 

Hvdrooower Service Comracts (HSCsl 
The Parent Company had considered projects involving the eKploration, development and 
production of hydropower energy. ln February 2014, the Parent Company has been awarded 
service comr~cts for various areas by the DOE, which prescnbes the periods and programs for 
these ~ervice contracts, pursuan1 to RA 9513. 
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The Matogo 2 Hydropower Project is situated in Cadiz City and Victorias City in Negros 
Occidenral, while the Puntian I and II Hydropower Projeets aresituaied along Pumian Ri\•er in the 
municipaliiy ofMun:ia, Ncgros Occidental. The Talabaan Hydropowcr Projccl is situated in 
Cadiz City, Ncgros Occidental . 

.However, in January 2016, the Parent Company returned the above servic: comracts to the DOI::, 
as tl1e economic forecasts for U1cse projects, obtained from the initial studies, do not meet the 
standards set by the Parent Company for projects. The DOE has not yet approved the 
relinquishment of these service con1racts. 

Deferred exploration costs pcnaining to the HSCs amounts to f'2.56 million as at 
December J l, 2016 and 2015, which was folly provided with allowance for impainnenL 

The full recovery of the deferred exploration costi;, amounting to P87.83 million as at 
December 31, 2016, incurred in con11ection with lhc Parent Company's participation in lhe 
acquisirion, exploration and development of geothermal energy and naturnl gas resources is 
dependent upon the discovery of steam and natural gas and other renewable resources in 
commen:ial quantities from the respective contract areas and the success of future developments 
thereof. 

The accumulated costs incurred in connection with the exploration contracts are shown under 
'"Deferred exploration costs" acc.ount in the consolidated statements of' financial position. The full 
recovery of these deferred exploration costs is dcpcndcm upon determination of tochnical 
feasibility and commercial quantity of an idenliliable resource. 

Jn 2016. the Group nr...ognized additional allowance for impairment amounting to 1'16.22 milhon, 
P2.56 million and 1'147.93 million for deferred costs pertaining to SC 47, I ISCs and Indonesia Oil 
Project, respectively. 

l 0. Property and Equipment 

At cost: 

2016 
Offitt 

f..quipment, lJuHdinc and l\ttath1nt:ry 
Furniture And Buildln& Transportathu\ and 

Fi.xturr:s lm12:rovemta.t J';::gui2ment Eguie:m~nt Toul 
Cost: 
Bqinnin& bat.wees 1'9.585.134 1'5,l8l.l3S 1'5,04 l.l40 P- 1'19.909. 711 
AdditJoos 180,019 180,019 
Tnnsftrs 18,815,539 18,815.539 
Rttit"tmuts (38.0951 j38.09Sl 
EndinE bal1ncts 9,727,068 S.283,338 S.0-41~40 18,815,539 38,877,185 
Accumul1tc:d depre.cittiun: 
l:leginnin& balantt! S,920,422 J,80JJ88 4,123,397 16,845,107 
Dtp«clllion (Note 18) 417.291 210,SOS 759,181 J ll,759 l.7~.736 

Rttirtm«nU Q!,926! jl8z!l 6) 
£1idiag b1l1ntes 9.308.787 • ,011,793 4.832~71 313.759 1~16.917 

Ntt book ~luts '418.281 111.l 711545 1'158.601 PJ8,.Sll,780 !120:!601163 
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2015 

Cost. 
Bcgir-'>mg ba.1Jnc>:$ 

Addiri= 
RctimnenlS 

1\ecumulatcd depreciation· 
Beginning 00.h:inces 
D-epreclation (Note l 8} 
Reiire.men1s 
Ending b>lant<S 

At revalued amounts: 

Revalued amount 
Accum•.• lated depreciation 

Bcgi1~11ing balances 
Reversal due to revaluation 
Depreciation (Note 18) 

Ending balances 
Net book values 

Re1•a/uarion of Office Condominium 

• 37. 

Onicc 
Equip1ncnt, 

Furniture am! 
Fi"-<IUttS 

1'9.43JJ)6 
2S9.818 

(108,080) 
9,585.134 

8.66~.l24 
J57.46J 

1100,.165) 
8.920422 
1'664 712 

Ruilding and 
Building Tt1i1ruponai)on 

Jmprovcm.cnt f,quipment Total 

"4.975.SOI P6, l2l.324 f'Z0.5Jl ,l61 
301,837 5b7,7!5 

(1.081.084) (l,189.164) 
3.283,338 5.0• 1,240 19,909.712 

3.626,6% 4.099.1 1& 16,389,398 
174.592 1.008,2•8 l,540,303 

(98A,029) (1,084,594) 
3,801.238 4, 123.397 16.845,107 

Pl ,482,050 1'91 7.1143 PJ.064.605 

2016 2015 
P28,649,000 P25,250,000 

6,28J,Q96 
(7,403,318) 
1,886, 195 

763,973 
¥27,885,027 

4,246,021 

2,035.075 
6,281,096 

p I 8,9~8,904 

The Group engaged an independent firm of appraisers, to determine the fair value of its office 
condominium as at August 25, 2016. The fair value is determined using the generally accepted 
sales comparison approach. TI1e date of the appraisal was September 5, 2016. 

Revaluation increment in office condominium as at December 31, 2016 and 20 15 amounted to 
1'18.85 million and Pl2.81 million, respectively, which is presented underthc "Revaluation 
increment in office condominium" a<:count in the consolidated statements of financial position and 
consolidated statements of changes in equity. 

If the office condominium was measured using the cost model, Ille carrying amount as of 
December 31, 2016 :10d 2015 would be as follows: 

Cost 
Accumulated deprecia1ion 

2016 
Pl,730,010 
{1,038,006) 

P692 .• 004 

2015 
Pl ,730,010 

(922,672) 

1'807,338 

The cost of the Group's fully depreciated assets still in use amounted to P 12.66 million as at 
December 31 , 2016 and 2015, respectively. 
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Accounts payable 
Other payables 

. 38. 

2016 
P4,786,32J· 

2,429,900 
t'7,216,22 l 

2015 
1'4,649.360 

114,649.360 

Accounts payable consists of short-te·rm and non interest-bearing trade payables co the Group's 
!ocal suppliers with an average credit terms of 30 days. Other payables are liabilities to various 
govenunenc agencies generally payable within 30 days. 

12. Equity 

Capital Stock 
The details of the capital stock are as follows: 

2016 

Authorized · P0.25 par value 
Un issued 
Issued 
Subscribed 
Subscriptioru receivable 

2015 

Authorized • P0.25 par value 
Un issued 
lssut:d 
Subscribed 
Subscriptions receivable 

No. of Shares 
I 0,000,000,000 
(8.241 ,854,545) 
J,758 .'45.455 
2,646,848,057 

Q ,844,875,000) 
801,973 057 

2,560,118,512 

No. of Shares 
10,000,000,000 
(8,'.!41.854.54 5) 
!,758,145,455 
2,646,848,057 

(l ,844,875.000) 
801 ,973,057 

2,560, 118,S 12 

Amount 
Pl,500,000,000 
(2,060,463,636) 

439.536.364 
661 ,7 U ,014 

(461,218,750) 
200,493,264 

1'640,029,628 

Amount 
P2.500.000.000 
(2,060,463,636) 

439.536,364 
661,712,014 

( 461,218. 750) 
200,493,264 

P640,029,628 

The movements on shares out~tanding in 2016 and 2015 are as follows: 

Beginning balances 
Additional subscription 
Ending balances 

2016 
2,560,118,51 2 

2,561),J 18,512 

2015 
2,559,493,S 12 

625,000 
2,560,118.512 
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Below is the Parent Company's track record of registracion: 

a. On January 26, 1973, the SEC authorized the Parent Company to sell to the public 
617.50 million shares out of its unissued capiral stock as of Dec~mber 31, 1972 within one 
year from order date, unless extended by the SEC. As of December 31, 1973, the Parent 
Compnny's ao:hori1.ed capital s tock is I .SO billion shares with par val-Jc of P0.01 . 

b. On September 8, l 973, the Parem Company applied with !he Manila Stock Exchange and 
Maka ti Stock E.'tchange for the listing of its capital stock as of Sep1ember &, 197 3 ( 495 million 
folly paid-up shares and with respect to J .0 biilion, shares, upon full payment and issuance of 
the corresponding stock certificaccs). The applications for listing were approved by the Board 
of'Govemors of both the Manila Stock Exchange and Makati Stock Exchange on 
September 30, 1973 and September 13, 1973 respectively. Said listing was duly approved by 
the SEC on October 16, 1973. 

c. On October l 7, J 974, the SEC approved the increase in the Parent Company's authorized 
capital stock from Pl 5.0 million (consisting of l .5 billion shares) to 1'40.0 mi llion (consisting 
of 4.0 billion shares} at the same par value ofl'{).01. The SEC also a!>proved the 60% stcck 
dividend (1'9.0 million) declaration 10 stockholders of record as of August 15, 1974. 

The Parent Co:npany granted to stockholders of record as of November 15, 1974 the right to 
subscribe at par of PO.O I per share to the unissucd and unsubscribed portion of the increased 
capiral stock amounting to P l 6.0 million (l .60 billion shares). at the ratio of2 shares of stock 
for every 3 shares of stock registe~ in the stockholders' name. 

On October 23, 1974, tho SEC authorit.ed the listing of the additional 2.50 billion shares 
shares of the Parent Company's iocreru;ed capital stock (900.0 million fully paid-up shares 
repres.::ming the 60% stock dividend, and with respect to ! .60 billion shares, upon full 
payment and issuance of corresponding stock certificates) in the Manila Stock Exchange., 
Makati Stock Exchange, Inc. and Metropolitan Stock Exchange, Inc. The listing took effect 
on November 6, 1974. On October l 6, l 973, the SEC had authoriied the listing of the Parent 
Company's original shares of stock of 1.5 billion shares in the first two stock exchanges. 

d. On February 4, 1976, the SEC approved the increase an authorized capiral stock from 
P40.0 m:llion (P24.0 million or 60% Class A and Pl6.0 million or 40"/o Class B) to 
Pl 00.0 mill ion (!>60.0 million or 60% Class A and P40.0 million or 40% Class B) both with n 
par value of PO.OJ per share. The Parent C'.-0mpany also grantcrl pre-emptive rights to 
stockholders of record as of October 3 I, 1975 to subscribe at par value of PO.O J per share to 
P20.0 million (Pl 2.0 million Class A and P8.0 million Class B) at the ratio of one share for 
every two sha= held. 11te right was cxerdsablc on or before January ! S, l 976 wit!! a 25% 
down payment and the balance payable upon call by the BOD. 

On December 22, 1975, the SEC issued to the !'arena Company i "Certificate of Permit to 
Offer Securities for Salev covering the said capital increase of P60.0 million (1'36.0 million 
Class A and P24.0 million Clas; B). On February 26, 1976, the listing of the shares 
representing the said ¥60.0 million increase in authori1..ed capital st<".ek of the Pnrent Company 
in the stock exchanges was approved. 

e. On November 13, 2007, the SEC epproverl the increase in the capital stock of the Pa.rent 
Company for P500.0 million consisting ofLlic 2.0 billion shates to P2.50 billjon consisting of 
10.0 billion shares. Pursuant to this increase, 537.5 million shares ta the subscribers lo the 
capital increase were issued on January J 0, 2008. 
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f. On May 28, 10-09, l11c Pai·ent Company issued 120,853,182 shores to a new investor, 
ZN Biofuels, Inc .. the regisrration of which was exempt and confirmed as such by the SEC. 

g. On Seprember 22, 2009, the Parent Company issued 31,818,1 82 shares to Shouk Fmancial 
Services Ltd., the regi~1ration of which wa.~ exempt and likewise confinned as such by the 
SEC. 

h. On September 8, 2011, the SEC approved the Stock Option Plan of the Parent Company 
granting direcwrs, members of the advisory board, officers and employees oftbc Parent 
Company options 10 purchase, at the par value of P-0.25 per share, a total of 500 million 
shares. Out of these shares, 26. 7 million have been paid and listed in the Philippine Stock 
Exchange on January 21, 2013 which was classified as deposit for future stock subscription as 
of D~ember 31, 2012. On July 24. 2013. the PSE approved for listing the remaining 
473 million shares. 

Stock Options Plan (SOP) 
On July 11. 2007, the Parent Company's BOD and 51ockholders approved the SOP. 
On September 8. 2011, the SEC approved the SOP. 

rne besic 1erms and conditions of the SOP are: 
• The SOP ccvers up to 500 million in favor of direc1ors, officers and ernployees <'f the Parent 

Company. 
• The agreement provides for an exercise price of P0.25 per share. 
• These oprioos will be sen!ed in equi1y once exercised. 
• All options are exercisable on the third (3'"} year after the approval of the SOP by the 

smckholders which wi ll therefore expire <m July 11, 2010. 

On June 18, 2Cl 0, the stockholders approved the extension of the exercise period to July JI, 2013. 
In 2013, a mtol of seven1ccn directors, and the chairman and a member of the advisory board and 
certain officers of1he Parent Company have exercised the stock option plan and subscribed for the 
rota! of 500.0 million shores al the exercise price. Weighted average exercise price amounted 10 

P0.25 per share. Out of these shares, 26.7 million have been paid and listed in the PSE on 
January 21, 2013 which was classified as deposit for furure stock subscription as at December 31. 
2012. On July 24, 2013, the PSE approved for listing the remaining 473.0 million shares. As of 
December 31, 2016, 117 .63 million shares SOP shares were listed with ihe PSE. 

13. Dep~iu for Future Stock Subscription 

On October 5, 2016, a Memorandum of Agreement (MOA) was executed between the Parent 
Company and Vintage Engineering Public Company Limited (VTE), a i;ublicly listed company 
regist~red under the laws ofTh1iland. Under the MOA, VTE will subs~ribe 10 435.66 million 
shares cf the "arMI Company. Earnest money in the amount ofl'l3.N rr.iilion was received by 
the Parent Compa:ly thru actual remittance on October 19, 2016. 

A subscripticn agreement was executed by the parties on February 27, 2017, which states that the 
Parent Company agrees to issue to VTE. and VTE agrees to subscribe to and purchase from the 
Parent Company, 43.57 million common shares of the Parem Company al n value of 1'0.32 per 
share or a 101al rubS<:ription price of PIJ.94 million. 11.e remaining 392.09 million shares will be 
covered by another subscrip1ion agreemenVs to be executed by the panies. 
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14. T reasury Stock 

The t~.asury stock represents 18.0 million shares of the Parent Comrar..y which are held by Basic 
Geothermal Energy Corporation. 

15. Grcup lnfo!"tnation 

Subsjdjaiy with material non-controlling interest 
In 2013, the Parent Company entered into an agreement with Petro$olve SDN BHD, a Malaysian 
corporation engaged in the business of oil fields services, t.o incorporate Grandway, in which the 
Parent Company has 70% equity interest. The Group's interest in Orandway is accounted for 
under l'FRS I 0, Conso/idaJed Financial Stateme111s. 

The Parent Company, through Gnmdway, incorporated PT BES to cany out its oil W'!ll business in 
lndqnesia. The Group owns 67% equity interest in PT BES. In Southwe~ Resources, Inc., tho 
Group owns 72.58%. This infonnation is based on amounts before intercompany eliminations. 

The summarized financial informatioi;i of SRI, Grandway and PT BBS provided below: 

;.2016 
'.Non-controlling interest 
Fjnancial position: 

--cum:r.t assets 
Noncurrent assets 

·Current liabilities 

Non-controllinR interest 

fjnancia) performance: 
General and administrative expense 
Other income 
Group's sh.are in net loss for the year 
Non-contrO!ling interest share in net loss 

for the year 
Net loss 
Cash flows~ 
Operating activities 
Investing activities 
Financing activities 
Effect of foreign exchange rate changes in 

cash and cash equivalents 
Net dec=e L'l cash and 

c.ash equiv~Jents 

SRI Graildway PT BES 
27.42% 30.00% 33.50% 

P6,897 Pll,963 P748,7S3 
189,371, 74{) 12,434 

(354,298). (190,287,528) (169,558,310) 

(1195,257) (!264,848) !?56.547,036) 

P74,145 1'164,382 11145,503,064 
. (1) 12,830) 

53,814 115,067 96,757,656 

20,331 49,314 48,742,578 
1'74,145 1'164,381 P14S,S00,234 

(ft79,14S) (1!207 ,039) (1!2,601,378) 
(S,916,363) 6,258,874 

78,645 1,322,377 5,916,363 

4,440,lU (9,9U,796) 

(PSOO} . (!l~ii0.913) (1!337,937) . 
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2015 SRI Grandway PT BES 
27.42% 30.00% 33.50% 

P7,397 P396,207 Pl ,102,878 
194,025,603 154,229,012 

Non-controlling interest 
Financial m»ition; 
Current assets 
Noncurrent assets 
Current liabilities (280,653) (195, 102,}_19) (177,348,135) 

Non-controlling interest 

Financial oerfonnaig; 
General nnd administrative exp-onsc 
Other income 
Grollp's share in net loss for the year 
Non-con1rolling interest s~.are in net loss 

for th~ year 
Net loss 
Casi• Oows: 
Operating activities 
Investing activities 
Financing activities 
Effect of foreign exchange ra:e changes 

in cash and cash equivalents 
Net i.ncren.'«! (decrease) in cash and 

cash equivalenis 

J 6. Interest Income 

Interest income on: 
AfS linancial assetS ·debt securities 

(Note 7) 
CilSh and cash equivalents (Note 4) 

l 7. Related l'ar1y Traruiaclions 

(P74,927) 

"64,199 

46.596 

17,603 
1164,199 

(!'74,199) 

73,699 

(PSOO) 

2016 

¥3,008,473 
1,624,783 

1'4,633,256 

(P204,093) (P7.375,442) 

P226,597 1'19,568,381 
(lO) (23,419> 

l 58,611 12.997,400 

67,976 6.547,562 
!>226 587 Pl9,544,962 

(P272,107) (l'l 1.083,479) 
(20,797.361) 
21,116.216 

(29,.957) 

1'16,791 

2015 

P3,967,574 
1,664.082 

PS,63 1,656 

('.!,I 05,413) 
5,632.076 

249.259 

(P7.307.557) 

2014 

P l6,485,23l 
442,686 

P l6.927,917 

Enterprises nr.c :n<lividuals that directly. or indireet!y lhrough one or more intermediaries, control 
or are controlled by or under ccmmon control with the Group, including holding companies, 
subsidiaries and fellow subsidiaries, arc related parties of the Group. Associates and individuals 
owning. di~tly or indirectly, an interest in the voting power of th~ Group that gives them 
significant influence over the enterprise, key management perso1mel, including directors and 
officers of the Group and close members of the family of these individuals, and comp8!1ies 
associated with these individuals also constitute related parties. In considering cacb possible 
related entity relationship, anention is directed to the substance of the rclationsb.ip and not merely 
rhe legal form. 

Comoensat jon of Key Management Personnel 
a. Shares of stock of the Parer.1 Company held by members of the BOD aggregated to 

125,827,245 as at Dcccmber31 , 2016 and 2015. 
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b. Compensation of key management personnel consists of short-term employee benefits and 
post-employment benefits. Short-term employee benefits amounted to P 11.40 million, 
P l l.00 million and Pl 0.90 million in 2016, 201 S and 2014, respectively, while, 
post-employment benefits amounted to Pl 5.90 million, Pl 1.60 million and PS. 70 miluon in 
2016, 2015 a'ld 2014, respectively. 

Directors' remuneration consists only of per dicms for attendance at the BOD nod Committee 
meetings. In 2016, 2015 and 2014, total per diems receiv<'d by the members of lhc 'BOD 
amounted to Pl.SO million, P l.70 million and P2.l 0 million. respectively. There is no existing 
compensatory plan or arrangement for directors of the Parent Company. 

Remuneration of existing officers of the Group are covered in their employmcni contrJCts, and 
except for retirement benefits under the Group's recirement plan, there nrc 1•0 existing 
compensntoiy plans or arrangements for officers of the Group. 

A SOP for directors and officers covering 500.0 million shares was approved by the stockholders 
on July 11, 2007. and the excn:isc period was extet1dcd to July 2013. The SEC issued on 
September 8, 2011 a resolution exempting the SOP from the registration requiremet1ts under the 
Securities Regulation Code. As of December 31, 2016. the entire 500.0 million shares were 
subscribed of which 117.6 million shares have been paid. 

T r:w~actions with Retirement Benefit Fund 
a. The Parent Company's retirement benefit fund is in the form of a trust being maioraincd by a 

trustee ~nk. 

b. The carrying amount and fair value of :he retirement benefit fund as at December 31. 2016 
and 2015 amounrnd 10 l>l 8.97 million and l>l 2.48 million, respectively (see Note 19). 

c. The assets and invest men rs of the retirement benefit fund as at December 31, 2016 and 2015 
follows: 

lnvcsuncnl in unit investment ltUSt fund 
lm•csrments in bonds 
Investment in stocks 
Accrued payables 
Specia I savings deposits 
Others 

2016 
1'9,880,674 

7,762,295 
1,262,660 

(15,709) 
1,205 

78J98 
1118 969 42~ 

2015 
123,083,081 

4,024,889 
1,258,300 

(11,835) 
4,060,561 

61,041 
l'l2,476,037 

d. In 2016 and 2015, the Parent Company contnbutcd f>6.50 million and !'3.00 million to the 
retiremer.; henefil fund. respectively (see Note 19). 
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18. General and Administrative Expenses 

2016 2015 '.!0!4 
Personnel: 

Salaries and wages PJ8,368,JS7 P20,492,201 Pl 7,748,514 
Retirement benefits cost 6,022,191 S.4 18,425 3,651,835 
Other employee benefits S,013,012 4.169,418 4,430,130 

Transportation and travel S,l4J,019 3,872,858 3,621,375 
Representation and entertainment 4.497,613 3,821,185 3.303,483 
DeprcciBtion (Note l 0) 3,586,931 3,575,378 3,486,723 
Taxes and lioenses 1,204,403 1,.357,065 1,871,133 
Professional fees 1,969,836 J.074,091 1,685,285 
Communication l ,091,.396 864,437 977.944 
Utilities 925, ISS 912,735 919,389 
Annual Slockholders meeting 599.210 596,891 700,866 
Office supplies 541 ,204 3 17,0'31 492,586 
Association and membership dues 218,850 227,3 16 115,716 
Repairs and maintenance 181,624 321,'.l66 171,771 
Outside services 69,029 2.906.578 
Rent 815,928 
Others 2,423,367 1,460,466 5,080,977 

PSl ,954,997 P48,480,563 PS l ,980,233 

19. Retiremenl Be!lefit, 

The Parent Co;npany maintains a funded, noncontributory defined reti;ement benefit plan 
covering all qu:ilified employees. A trustee bank is administering \he retirement benefits fund 
unc'.er the supervision of the Boord ofTrustees of the plan. The Board ofTrustecs is responsible 
for investment of the assets. fl defines the invesrment strategy as often as necessary, at least 
annually, cs1:ccially in the case of significant market developments or changes to the structure of 
th~ plan pnrticir-ants. When defining the investment strategy, it takes account of the plans' 
objectives, benefit obligations and risk capacity. The invesunenr strategy is defined in the form of 
a long-term targ:t strucrure (invesunent policy). The Bo~rd of Trustees deiegates the 
implementation of the investment. 

RA No. 764 1 {"Retirement Pay Law"') an act amending Article 287 of PD No. 442 ("Labor Code 
of the Philippines' '), requires a provision for retirement pay to qualified private sector employee!< 
in the absence of any retirement plan in the entity, provided, however, that the emplO)'ce's 
retirement benefits under any colk<:tive bargaining 3nd other agreements shall not be less than 
!hose provided unde.r the law. The law does not require minimum funding of the plan. 

The following tables summarize the components of retirement benefits cost recognized in the 
consolidated sta1ernents of comprehensive income and the amounts recognized in the consolidated 
statements of financial position. 
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The amounts of defined benefit retirement obligation recognized in the consolidated statcmcnis of 
financial position follow: 

Defined Net Defined 
'Benefit Fair Value of Benefit 

2016 Liability Pia" Ass: t3 Liabili!l' 
At Janua!)'. 1 1'26,170,773 (]>12,4761037) 1'13,694,736 
Current services cost 5,462,212 S,462,212 
Net interest 11141.901 {581,222) 559,979 

6.604.113 {5811922) 6,021,191 
Actuarial (gain) loss: 

Change lo financial assumptions (t ,424,846) (l ,424,846) 
Experience adjustmcn Is 8J4,226 814,226 
C :1ange in dcmogrR[>biC 

MSUmptions 217,044 217,044 
Re:urn on i!lan Mseu 5811,SJf 588,536 

Q93~76) 588,536 194,960 
Contributi'>ns !6,500,000) (6.500,000) 
At December 31 fl32,381.310 (!18,969,413) 1'13,411,887 

Defined Net Defined 
Benefit Fair Value of Benefit 

20t5 Liabili~ Plan Assets Liabilitl' 
At Januan· I P2 l .432.045 (1'9.518,876) Pl !,913.169 
Current services cost S,115,263 5,115.263 
Net interest 741.982 ~438,820} 303,162 

5,857,245 (438,820) 5,418.425 
Actuarial (gain) loss: 

Change in financial assumptions ( l,238,454) ( 1,238,454) 
Experience adjustmenlS 606,218 606,218 
Change in demograehic assumetions ~4 86,28 1) (486.281l 
Return on elan assets 481 ,659 481,659 

~I.I 18,517) 481,659 (636,858) 
Contributions (3,000,0<iO} (3,000,000) 
At Dccemi>er 31 P26 170,773 (Pl2,476 037) l>l 3,694, 736 

The major categories of the Group's plan assets as a percentage of the fair value of total plan 
assets arc as follows: 

Money market investments 
Cash in bank and other receivables 

~CIS 
99.6-0% 

0.40°/o 
100.00% 

2015 
67.00% 
33.00% 

100.00% 
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The. cost of celined benefit pension plans nnd other post-employment medical benefits as well as 
the presen• vnlue of the pension obligation are determined using actuarial v&luations . The 
actuarial valuation involves making various assumptions. The principal assumptions used in 
determining pension and post-employment medical benefit obligations for 111<: defined benefit 
plans are shown below: 

Discount rare 
Salary projection me 

2016 
S.49% 
8.00% 

2015 
5.06% 
8.00"!. 

The sensitivity analysis below has been dctcrmin<ld based on reasonably possible chnnges of each 
significant 11Ssumption on the defined benefrt obligation as at end of the financial reporting date, 
assuming all other assumptions were held constant: 

The Group expects to contribute PS.78 million re the defined benefil pension plan in 2017. 

Effect on Pres~nt 
Increase Value of Def med 

(Decrease} Benefit Obli~rion 
Discount ra:c , 
' 

lO"f + 1.()0% (ll,29.506,596) 
-1.00% 35,852,621 

2015 +1.00% (P23. 752,434) 
-1.00% 29.117.529 

Future salary increase 
20!S + l.OOo/. 1'35.ll91,840 

-1.00% (29,411,206) 
2015 +1.00% P29.107,592 

-1.00% (23.709,245) 

20. lncom~ Tax~ 

a. Being engaged in petroleum operations in the Philippines, the Parent Company and SRJ are 
entitled to cenain tax incentives under PD No. 87, as amended. Under PD No. 87, contractors 
are exempt from all taxes, excepl income taxes. 

b. Curren! income tax in 2016, 2015 and 2014 penains 10 MC!T. Provision for (benefit from) 
inc-0me tax consiS1s of: 

2016 2015 2014 
Current 

Final tax P92l,634 P l,118.482 PJ.332,074 
Income tax 7,424 986.241 97,391 

Deferred 2,711140 I 1,068,692 (12,025.391} 
1>3,6411459 PJ,173 ,415 ~PS,595.926) 

IBllllJlllllll 



.. 

• 47. 

c. The componcn!S of net deferred income uix assets rccogniW. by L'le 3 ro~p as a: 
December 31, 2016 and 2015 are as follows: 

Deferred inc<>mc tax assets on: 
NOLCO. 
Accrued retirement benefits 
ExccssMCJT 
Other payables 

Defc~d income tax liability on: 
Revaluation increment on office condominium 
Unrealized foreign exchange !(ain 

Net deferred income tax assets (liabilities) 

2016 

Pl0,389,557 
4,023,~66 
1,015,137 

7.5.867 
15,504,227 

(8,543, 167) 
(7,268,082) 

(15,fl l ,269) 
(!307,042) 

2015 

PI 0,3S\l,557 
4.IO~..J20 
t,007,813 

75,867 
15,581.657 

(S,954,477) 
{4 ,040,613) 
(9,995.090) 
PS,586.567 

d. As a1 December 3 l , 2016 and 2015, the Group has temporary diiTcrcnccs and carryfOr'Wllrd 
benefit for which no deferred income tax asset was recognized as man-.gcment expects that 11 

is not probable that sufficient future taxable profit will be avaHable agai11sl which deferred 
income tax asset can be utilized. Details are as follows; 

NOLCO 
Allowance for impainncnt on: 

Defcm:d exploration cost 
AFS linBncial assets 
Receiv3bles 

Excess of MCIT over RCJT 

20!6 
P45.007,430 

47,876,020 
4,0?C,935 
"?,M9,2H 

2015 
P36, 112,296 

47,876.!>20 
4,090,935 
2,732,947 

45,827 

As at December 31, 2016, the Group has NOLCO and MCIT that cnn be utilized as deduction 
from fu\ure taxable income and income tax due, respectively, folll'w: 

Y car Incurred 
2016 
2015 
201 4 

NOLCO 
P44,52 l .58S 

485,845 
35.350,899 

P80,358,329 

Movements in NOLCO and excess MCIT follow: 

NOLCO 
Beginning balances 
Additions 
Applications 
Expirations 
E.1ding balances 

ExcessMC!T 
over RCJT 

ll7,424 
910.421 
97.392 

P l,015,237 

2016 
P 70,744,1Sl 
44~21.585 

(34,9J)7 .408) 
!'841.358,329 

Expiry Year 
2019 
2018 
2017 

2015 
!1110,612,481 

465,845 
(6,600. 711) 

(33,75~.463) 

1'70,744 •• 52 
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Begi:ming balances 
Additions 
Expirations 
Ending balances 
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lCl6 
1'1,C53,640 

7,424 
(45,827) 

Pl,015,237 

2015 
P245,989 

910.421 
(102,770) 

Pl ,053,640 

e. The reconciliation of the tax computed at the statutory tax rate to the provision fOf' income tax 
as shown in the consolidated struemems of income follows: 

Tax computed at 30% statutory 
rate 

Adjusrments for: 
Fnir value adjustment on 

investment propcnics 
Expiration of NOi.CO and 

MCIT 
Nondeductible expenses 
Movement in temporary 

differtnces for which no 
d~frrrcd inoornc tax assets 
were recognized 

Non-ia.xable income 
ln!erest income subject to final 

taxes 
Gain on sale of AFS 

im•esrments 
Others 

Provision for (benefit from} 
income tax 

21. l.bsic/Dilu1~ EPS 

2016 

1'7,492,389 

(21,586,709) 

10,518,051 
7,869,678 

2,147,704 
(1,446,189) 

(1,353,"65) 

1'3,641,459 

2015 2014 

1>595.528 (l'4,5.S8,25 I) 

10,073 

10,228,&09 12.857,406 
7,077.628 991 ,045 

( l 2.062.89(1) (9,894.875) 
(1, i95,620) (2,390,886) 

(563.985) (l.746,101) 

(3,549, 119) 
(316,128) (294,945) 

1'3,173,4 15 (PS,595,926) 

The following reflects the income and share data used in the basic and diluted earnings per share 
computation: 

Net income (los:s} aaributablc t0 

equity holders oftbe Parent 
Company(•) 

Transaction cost on po1cntiul 
iss1Jai'ce of common shares 

Net income (loss) attributable to 
holders of the Parent Company 
adjusted for the effect or dilution 
(b) 

Weis)i:cd average num~r of shares 
for basic earnings per share (c l 

(Forwardj 

2016 

(1'75,648,092) 

2,560,118,Sll 

2015 2014 

P5,444,81S (PJ,.$79,062) 

1'5,4~4.SJS (1'3,519.062) 

2.560.118.S t 2 2,5S9,493..SJ2 
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2016 2015 2014 
Wc1&11ted average number or shares 

adjusttd for the effect of dilution 
(d) 2,560,118.Sll 2,560, 118,S 12 2.559,493.S 12 

Basic eaMings (loss) per share (ale) (!'0.030) l'0.002 (P0.001} 

Dilutod earnings (loss) per share 
(bid) \P0.030) P0.002 (P0.001) 

There have been no other uunsactions involving common shares or potential commor. shares 
between the end of financial reponing period and the date of issuance of these consolidated 
financiid statements. 

22. Segment lnfonnation 

The primary segment reponing format is determined to be divided into business segments for 
which the Group's risk and rate of return are affected predominantly by difTcrences in the product> 
produced. The openuing businesses are organized and managed separately through the Parent 
Company and its subsidiaries according to the nature of the products provided, , .. ;th each segment 
representing a strategic business unit that offers different products to different markets. 

As at December 3 ! , 2016 and 2015, the Group has two main business scgmtnrs - investment 
holding and renewable energy nnd natural gas explor~tion. 

The Group's operating business segments remain to be neither organized nor managed by 
geographical segment. 

The following table presents cemin segment results, assets and !iabilily bfom1arion regarding the 
Group's business segments: 

2016 
Renew1ble 
Ent'1:)' and 

ln\'tstme.nt N1tur1l Gas 
Holding Exl!loruion E;hr.inatlons Total 

Results: 
lnMme (loss) before inrome tax P42,847,512 (P l63,666,365) l'- {l'J20,8t8,853) 
ProviJ:jon ror Income tat 3,641,459 ~.6U • S9 
Net ioconac ~lo$Sl l'42,847,Sll ~l' 167 i;!07,8'24) 

,._ (f'124 ,46C,31ll 

ASH!& and !...!abilities: 
Segm•at ISJtts Pl89,419,Zil P69~,SH,S72 (!'438.332,416) P445,661 ,4l7 
ID\'tstment pro~rt-ie..s 119,819,824 I SS,56{),681 275.380.SOS 
Coosolidat~ total assels P30912l91095 P'8SO, 1351153 ~43~,l3ll4!6l 1"721 ,041,932 
Consolid1teu tota; li*bilities 1'216,275,464 1'194;187,478 
Othtr Segment ~nformatlon : 

(1'388,631,654) 1'2J,83t.l88 -
ndditiuns to: 

Pr~~>Crty and equlpmtnt P- ll t80,029 P- 1'180,029 
Dtftrr~d expJJr3.tion ~sts Jl,044,421 31,~,421 

=>•pttti11.lon 3,586,931 3,586,931 
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2015 
Renewable 
Energy and 

lnvcstmcnt Namral Gas 
Holdin.!l Ex:eloration Eliminations Tolcl 

Results: 
Income (loss) before income tax (1'~51 ,221 ) 1'2,436,313 I'- 1,985.092 
Provision for income tax (3, 173,4152 p,173,41~ 

Net income ~lossl (P451 ,221) (P737,J02) P- ~p I, I 8&,323) 
Assets and Liabilities: 
Segment assets Pl94,437 .. 377 1'876,818, 178 (1'447,441 ,579) P623 ,8l3,9?6 
lnve.strnent Ero2ertiu 76,435,57 1 126,989,238 203,424,809 
Consolidated total assets 1'270,872,948 p 1.003,807,416 (P447.44 l,S79l 1'827.238,785 

Consolidat!Xl total liabilities P220,7l8,695 1'200,478, 795 (l'400.84S~5ll 1'20,352,239 

Other Segment lnfurl!lltion: 
Additions to: 

Property and equipi~nt PS67,71S P- P- P567,71S 
Deferred exp!oration costs 70,172,313 70, 172,323 
Project development costs 153,323. l 34 !53,323,134 

Depreciation l ,575,378 3,575.378 

2014 
Renewable 
Energy and 

Investment Narural Gas 
Jlold!!!ll ExElorat1on Eliminations Total 

Results: 
Income (loss) bcfon: tnGOmc tax (1'377,973) P22,125,470 (P36,97S,000) (IS,227,503) 
Benefit from (i;rcvision for) 

incon::t taX Pl S,595,929 8,595,926 
Net inc1Jme lJossi (1'377,976l PJ017211399 (1'36,9751000! (6,63 I ,577l 
AsseL~ and Liabilities· 
Sc-g1nent asseJs 1'173,622,470 p 892,692, ll s (1'406,580,• 13) P659,734, 172 
investment eroecrtie! 76,435,571 127,022,816 - 203,458,387 
Consolidated 10141 assets P250,058,04 I Pl ,019,714,931 (1'406,580,41 3 l P&6l, l 92,559 
Consolidated lOlal liabilities "t 84,458,53 s P l99,422,61 I ~!>357,661,425) 1'26,219,724 

Olher Segmeot Information: 
Additions to: 

Property and <quipment 1'772,646 p... P- 1'772,646 
Deferred charges 54,622,671 54,622,671 
Project development COSts IS 1,979.511 15 ! ,9/9,51 l 

Depreciation 3,486,723 3,486.723 
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23. Fair Value Mca~urcmen lS 

Fair value is dclined as the price !bar would be received to sell an asset or i:a:d to transfer a 
liability in an orderly transaction between market participants at the measurement dare. Fair 
values are obtained from quoted market prices, DCF models and option pricing models, as 
appropriate. 

The following methods and assumptions were used to e~imate the fair value of each class of 
financial il!Struments for which it is prac1icable to estimate such value: 

Cash and cash equlva/ent.t, receivables and accounr.i payable and accrued expenses 
Due to !he sho11-1crm nature of cash and cash equivalents, receivables and accounts payable and 
dividends payable and accrued expenses, l11e carrying values cftl1ese accoonts were assessed to 
approximate their fair values. 

A FS financial asselJ 
AFS financial assetS in quoted equity instruments and quo1ed debt inscrumenL~ arc carried in tbe 
CO!IS-Olidatcd sta~ment of financial position at fair value, which is detcnnincJ by reference w 
quoted matket prices at the close of business on the reporting date. AFS f.nancial assets in 
unquoted equity instruments are composed of non-listed shares of common stock and proprietary 
clubs membership which are carried at cost because fair value cannot be reliably measured. Fair 
value cannol be reasonably detem1ined because the range of reasonable fa:r value cstimntes is 
significant and lhe probabilities of the various estimates cannot be reasonably assessed . 

Investment proputics 
Investment properties are carried in the consolidated statement of fmar.c1al position at fair value, 
which :-eOects market conditions at the reporting date. 

f air Value :iicrarc!n! 
As at December 31, 2016 and 20 l 5, the following table preseuts the level of hierarchy of the 
Group's AFS debt and equity instruments: 

AFS Fifw>cial Assets 
Quored dc'bt S«Uri<ies: 
Quo1c:.1 cqu1t): sr.curittcs 

Jnvest.rr..enc propc:rtics 

Ltv~I J 

l'~0,2&2,029 
9S,2J9,&Sl 

PUS,521,836 

2016 
i..-.1 2 L<vel l 

I'- 1'66,t 12.61) 
94,297,Sn 

- 160,410,•90 
- 27S • .l8-0,50S 

11- P27S,$80.SOS Pl6G.4 I0.4YO 

2015 
Level 2 Lcv<l 3 

p. 

- l.03,424.809 
P.. P:W3,424,809 

Fair value of quoted debt and equity secw·ities AFS financial assets is derived from quoted markc1 
prices in active markets. 

Fair value of investment properties arc derived using the direct market compnrison approach 
(Note 8). 

The discount for lack of marketability represents the amounts that the Group has determined that 
market partjcipants would take into account when pncing the investments. 

As at December 3 J. 201 6 and 2015, there were no transfers between Level I and Level 2 fair 
value measurements and no transfers inlO 11nd out of Level 3 fair value measurcmems. 

11111111111111 



,· 

• S2 • 

24. Financial Risk ManA~cment Objectives und Policic.~ 

The Group's financial instruments consist of cash and cash equivalents. receivables, AFS financial 
assets, accounts payables. accrued ex.pcnses nnd dividends µyablc. Cash and cash equivalents., 
short-1erm and long-tenn cash investmenis and AFS financial assecs are used for investment 
p~rposes, while receivables, accounts payable and dividends payatle arise from oper.rtions. 
The Group's activities expose it to a variety of financial risks: foreign exchange risk, price risk, 
credit risk and liquidity risk. The Group has no sig11ifican1 exposure tG interest rate risk as at 
December 3 l, 2016 and 201 S. The Group's overall risk management program focuses on 
minimizing 1.he potential adverse effect• on lhe Group's financial performance due to 
unpredictability of financial markets. 

The Group's exposures 10 these risks are managed through close monitoring by the Group's key 
management and BOD through the finance and lnvesnnents Commincc. 

Foreign ex::honge risk 
foreign cxchtn~e risk is 1he risk LO earnings or capit31 arising from changes in forcigr. exchange 
mies. The Group ta.kcs on exposu.-e t0 effects of Ouctuat ions in the prevailing foreign currency 
exchange rates on its financial S1litemcnls. Fluetua1ions in exchange rates ca.i have significant 
effects on the Group's reported results. The Group is exposed to foreign ex.change risk arising 
from its foreign currency-denominated cash, receivable and AFS financial assets accounts. 'Ibc 
Group's policy is to minimiz.c economic and ma1crinl transactiona! cKposures arising from 
currency movement$ against the Philippine Peso. 

The Group's foreign currcncy-deMminated exposures comprise significantly or its exposure in its 
US$, and IDR financial asset>. 

The Group's siynificant foreign currency-denominated finoncial assets as al December 31, 2016 
and 20 l 5 are as follows: 

2016 2015 
Origin2I Peso Original Peso 
Curren<~ Eguhralent Currcnc~ Equivalent 

Assets: 
Casb and cash eGuivalcnts: 

USS 29,144 111 ,37 1,518 ISl ,14& P7,113,02S 
!DR ~0,697,SOS 149,737 141,956,745 482.653 

A FS furancia! assets: 
Q-.>etcd ~uit~ invcstmenu - USS 6,000 298~10 

Pt,819,585 1'7.595,678 

For purposes of translating the foreign currency-denominated mor.etary assets and liabilities as of 
December 3 I, the exchange rares applied wcr~ as follows: 

USS 
IOR 

2016 
49.72 

0.0037 

:!015 
47.06 

0.0034 
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The following table summarizes the impact on the consolidated financial stl'.tcmcms of reasonably 
possible changes in the exchange ratC$ or foreign currencies against the P:1ilippine Peso as at 
December 3 I, 2016 and 2015 until the Group's next financial reporting date: 

2016 

20JS 

2016 

20!5 

Change in 
USS rate 
+2.11% 
-1.56% 
+1.09"/o 
-0.29% 

Change in 
!DR rate 
+ 0.30% 
-O.JO% 

... o.0 16% 
• 0.016% 

lnrn!asc ('.lccrease) in income 
before income tax 

P742 
(548) 

Pl,648 
(q38) 

Increase (decrease) in income 
before income ta.x 

Pl22,09~ 
(!22,093) 
P22.713 
(22,713) 

There is no olh~r effect on lhe Group's equity other than those already affecting the coowlidated 
income before income tax. 

Price riok 
"i'rice risk is ~:1e risk that the value of a financial instrument will fluctuate because of changes in 
marY.ct prices. The Group is exposed to equity sceurities price risk because of investments held by 
the Group. which are classified oo the consolidated statements of financial position a> AFS 
financial assets. The Group employs the sel'\·ice of a third party stock broker to manage its 
invtStment in shares of stock. 

The following table presents the effect on the consolidated financial statenn.nts of reasonably 
possible changes in market prices of AFS financial assets - quoted equity and debt stccurities as of 
December 31, 2016 and 201 S until the Group's next financial reporting date: 

2016 
A.J'S financial assets 
A FS financial assets 

2015 
AFS financial ussets 
AFS fonancial assets 

Credit risk 

Change in 
Quoted Prices of 

Investments 
Carried at Fair Value 

+ 22.J5% 
: 21.3~% 

+ 14.35% 
• 14.35% 

lncrease 
(decrease) 

in equity 

*'19,3,5,142 
(2?,395,142) 

P22,983,635 
(22,988,635) 

Credit risk is the risk that the Group will incur a loss because its ccun:erparties failed to tlischarge 
their cootractual obligations. The Group manages and controls credit risk by doing business only 
wiih recognized. creditwonhy third parties. Receivable balances arc moni:ored on an ongoing 
hasis with the rcsul! that the Group's exposure to bad debts is not significant The Group does not 
have sny collateral held as security and oilier credit enhancemen•s on ilS fincncial assets as of 
December 31, 2016 and 2015. Therefore, the Group's maximum ex~osure to credit risk is equal to 
the carrying amount of its finaocial assets as at December 31, 20 J 6 and 2015. 

11111111111111 



• 54 • 

1t is tl1e Group's policy to maintain the receivables at a low level except for one-time non-trade 
rransaction which th~ Group cla::;sifics under the collet:tiblc/nor impaired because the parties have 
no history of default especially on transactions os agreed on me c-0ntract. 

The fo;Jowing table provides information regarding the credit quality by class of financial assets 
(ttmounts gross of allowance for credit losses) based on the Group's credit rating system: 

Loans and receivable: 
Cash and cash equival•nts• 
Receivables 

Interest rcceiva.b)c 
Other retci\'llbles 

AFS financial assets: 
Debi securi1ics · quoted, 

al fair value 
Quoted equity inve•tments 

Loans and receivable: 
Cash and cash equivalents• 
Receivables: 

Interest receivable 
Other receivables 

AFS finaneial asseu: 
Debt securities - qU01ed. 

a: fair value 
Quoted equi!)' investments 

N•ith•r 
Pan Due nor 

ltn1>•ircd 
(H igh Grode) 

I' I 59,S98.S59 

143,851 
31,963 

159.774.l7J 

40,2~2,029 

95,239,857 
135 521,886 

P29S 296,259 

Neither 
Past Due nor 

Impaired 
(High Grade} 

P200, 986,879 

386,981 
35,295 

201.409,ISS 

66, 112,613 
94.297.877 

160.410,490 
1'36 1.819 645 

2016 

Past Ou< 
and Impaired 

I'-

2015 

Past Due 
and Impaired 

P-

I'-

Total 

P159,S98,559 

J 43,851 
31963 

159,774,373 

40,282,029 
95.239,857 

135 521,886 
1'295,296.259 

Toal 

P200,986,879 

386,981 
35,295 

20l,409,155 

66, 112,613 
94.297,877 

160,4 I0,490 
P361 ,819,645 

The credit quality of the financial assets was determined as follows: 

Financial instrvmcnts classified as "high grade" are those cash and cash equivalcms and cash 
investments ira;isactcd with reputable local and multi-national banks and reeeiv::l.-les with some 
history of default on t.~c agreed tenns of the contract. A FS financial assets arc considered 
"high grade" si:icc the~ are invested in blue chip shares of stock. "Past due and impai1ed" are 
those that are long outsUUtding and has been fu II)' provided with an allowance for doubrful 
accounts. There are no past due but not impaired receivables as of December 31, 2016 and 2015, 
respeclfvely. 
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Concentrations of credit risk arise from financial inmuments uiat have similar chnrncleristics <llld 
are affected similarly by changes in economic or other condhions. There are no significam 
concentrations of crtdit risk within the Group arising from financial assets since these are not 
dirtttiy affected by changes in oconomic or other el(lemal conditions. 

liquidiiy risJc 
Liquidity risk is defined as the risk that the Group could not be ab!~ 10 settle or meet its 
obligations 011 time or at a reasonable price Management is responsible for liquidity, funding as 
wel! as seulement management. Management also ensures that the Group will maximize it~ gain 
on !tllding of marketable securities to finance future capital intensive projects. Tho Group 
manages ils liquidity risk on n consolidated bns is based on business needs, rn.x, capital or 
regulatory considerations, if applicable, through numerous ;;ources of finance in order to maintain 
flexibility. 

The Group mana;ics its liquidity profile to be able to finance its working capital requirements and 
capital expenditures and service due and maturing debts. To cover its financing requirements, the 
Parent Company intends to use internally generated funds. The BOD closely monitors the Parent 
Company's financial position during its regular meetings. 

The table below summari7.cs die maturity profile of the financial instrum•nls of the Group based 
on remaining contractual undiscounte.d cash nows: 

fia1ncial auw 
Loar.s a."'ld c~1vablc: 

Cash and casli equivalentS 
Recc~vablcs· 

,\ccrued intereSt receivable 
Oth<:r teccivt1bte.s 

Al'S fin<llltiaJ tiSCl$ • quo1e<1 dcb1 
securities 

fint..nclal Uabilid?S 
Lo.,,. a!ld bont>w:np 

AC<;C)unl3 p~k :>nd 
a<:crued e>pcM<$ 

Dividends payable 

Net Hguidity pO:Sition 

Lut thin 
] MOnlbs 

1'159.625,881 

14.1.851 
Jl.96) 

159.SOl.695 

40,282 029 
200.083 714 

;.210,s.e 

7.2t0,540 

~10f't than 
J moatb.s 

batt~dun 
oae year 

, .. 
/\tort than 

oat ttar 

,_ 

888,71~ 

888,714 
( lltl88,71 4) 

Tetal 

Pt59,625,881 

143.851 
31963 

159,JlOl,695 

40 "82,.0?' 
?00.083 724 

7,l10.S40 
888.714 

8,099.1!:4 
11191,984.470 
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F inan<Cial aMCts 
Loans and n~tt:i,·ablc· 

Cash and cash «i""'•lcnts 
Rece:vahles: 

Accrued inttf'(,)I r«tl\ tb!c 
Other rccc:ivablcs 

AfS fooaneial asset•· quoted debt 
se~utities 

Fi!l2l>Cial l'al>iritlt> 
Lo-3."\S :md bO:towin;s: 

Account! payable one! 
a.:<rucd Cxpen$<$ 

Di>id=ls ra''llblc 

Net !iqoidity pesition 

Capital Management 

• 56. 

Less lh:-.n 
3 monlhs 

l'~Ol.OU.060 

386,98! 
35,295 

22,153.937 
22U91.279 

4.649.360 

4,649.360 
1'218.90,919 

2015 
ti.1ore thitn 
3 months 

bu: less than 
one }'Car 

43,958,676 
43.958,676 

1'43.958.676 

Mo"' lhM 
one year 

P-

88l71 4 
888.714 

(1'$8$.714) 

Total 

Pl0!.015,066 

3S6.981 
35,295 

201,437,342 

66,112,613 
267.549,955 

4,649.360 
888.114 

5,538,G14 
P262,0l 1.S8l 

The objective of the Group's capital management is to ensure that it maimains a heahhy capital 
ratio in order to support its business and maximize shareholder value. 

The Group manages its capital structure and makes adjustmelltS to it, i~ light of changes in 
economic conditions. To maintain or adjust the capital strudure, the Group may issm: new shares. 
No changes "ere made on the objectives, p0licics or processes during the years ended 
December .31. 2016 and 2015. 

Management of working capital focuses on short-term decisions relatlos to cash and cash 
equivalents and other current asseis and liabilities. The goal of working capital manageme111 is to 
ensure that the Group is able to continue its business operations and that it has sufficient funds to 
satisfy maturing current liabilities and operating expenses. 
As at December 31, 2016 and 2015, the Group is not subject to any externally imposed capital 
requirements. 

The table below summarizes the total capital considerw by the Group: 

Capital stock 
Additional paid-in capital 
Retained earnings 

2016 
P64-0,0l9,628 

32,699,360 
64,317,205 

P737,046, 193 

201 5 
!'640,029,628 

32,699,360 
138,443,999 

!'811,172,987 
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The Stockholders and the Board of Directors 
Basic Energy Corporation 
7th Floor, Basic Petroleum Building 
C. Palanca, Jr. Street, Legaspi Village 
Makati City 

.. 
BONPRC Reg. No. 0001, 

December 14, 2016. vdd Ll'ltl December 31. 2018 
SEC A<credb5M No. 0012-l'R ... (GtoupA~ 

November 10. 2015, va11d unli November 9, 2018 

We have audited in accordance with Philippine Standards on Auditing, the consolidated financial 
statements of Basic Energy Corporation and its subsidiaries as at December 31, 2016 and 2015 and for 
each of the three years in the period ended December 31, 2016, included in this Fann 17-A, and have 
issued our report thereon dated March 30, 2017. Our audits were made for the purpose of fanning an 
opinion on the basic financial statement5 taken as a whole. The schedules listed in tho Jndex to the 
Consolidated Financial Statements and Supplementary Schedules are the responsibility of the Company's 
management. These schedules are presented for purposes of complying with Securities Regulation Code 
Rule 68, as Amended (2011) and are not part of the basic financial statements. Those schedules have 
been subjected to the auditing proceduros applied in the audit of the basic financial statements and, in our 
opinion, fairly state, in all material respects, the infonnation required to be set forth therein in relation to 
the basic financial statements taken as a whole. 
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 
INDEX TO THE CONSOUDATED FINANCIAL STATEMENTS ANJ) SUPPLEMENTARY 
SCHEDULES 

Schedule I 
Schedule U 

Schedule Tfl 

Schedule TV 
Schedule V 

Supplementary schedules r~quired by Annex 68-E 
Reconciliation of Retained Earnings Available for Dividend D<:clnration 

(Part I, 4C; Annex 68-C) 
Map of the relationships of the companies within the group {for investments 

houses that are part of a conglomerate; Pan I, 4H) 
Schedule of all effective standards and interpre.tation {Pan I. 41) 
Schedule showing financial soundness indicators 
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BASIC ENERGY CORPORATION AND SUUSlDIARlES 
SUPPLEMENT ARY SCHEDULES UNDER ANNEX 68-E 
PURSUAi"'iTTO SRC R ULE 58, AS AMENDED 
DECEMBKR 31, 2016 

S(hedule A. Financial Assets 

AFSfimmcial assets 

Dc.qcription Begiuning balances Disposa Is al cos1 
Debl securiiies - quoted, al fair 

value P66.l 12,613 (1'25.000,000) 
Investments in shares of stock: 

Adu it ions at cos1 

I'-

lucreasc (decrease} i11 
fair value. 1101 

(P830.5H4) 

SCHt::DULE f 

l311diJ)g balances 

1'40.282,029 

Quoted 94,297,877 __ - 2,610,949 -· l ,668,969) __ ?_~1.2J.9,8S7 
- - -= 1'160,410,490 , (1'25,000,000) P2,610,949 (P2,492iS53) P135,52 1,886 
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HA.SIC ENERGY CORPORATION AND SUBSUHARfES 
SUl'PLEMENTARY SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENDED 
DECEMBER 31, 2016 

Sched1tle 8. Amooots Heceivable from Directon, Office.rs, Employees, and Principal Stockbolden (Other than Related Partitll) 

Name and 
designation of Beginning Amounts Amounts 
debtor balances Additions «>llcetcd written off Current Not current Endins balances 

Advances to 
Officers and 
Employees Pl43,270 P2 1,829 fl- !'- P.1 65,0')9 I'- 1'165,099 
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BASIC ENERGY CORPORATION AND SUBSll>IARIES 
SUPPLEMENTARY.SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENDED 
DECEMB•:R 31, 2016 

Schedule C. Amounts Reccivable from Related Par1ics which are eliruioat«I during the Coosolidnlion of Financial Stntemcol~ 

Name and 
designation or Beginning Amounts wrincn 
debtor balances Additions Amounts collected ofl Current Not current End in.s balances 
BRI P.- p... IL· I'- p... I'- P-
130llil 21,730,470 194,12 1 - - 21,924,591 - 2 1.924.591 
BBC S.881.017 110,024 - - 5,991.041 - 5,991 ,041 
iBasic 3,81 6,606 196,743 - - 4,013,349 - 4,013,349 
BGEC 
SRI 245,653 78,645 - - 324,298 - 324,298 
Grand way 195,114,494 (4,822,521) - - 190,291 ,973 - 190,29 1,973 
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BASIC ENERGY CORPORATION AND SUl:lSIDIARil<~S 
SUPPLEMENTARY SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENDED 
I>ECEMBER 31, 2016 

Schedule D. fotanglble Assets - Other Noocurrenl Assel• 

Charged to cost and Charged to oll1cr Other charges 
pescription Beginning balance Additions at cost expenses accounts additions (deduc1ions) Ending balance 
Goodwill 1'3,757,602 IL· P- IL P- 1'3,757,602 
ACCO}}llt!!!g__~£f!w3re -- - 216 000 __ :_ __________ _::-___ ::.. 2 16,000 
Total PJ,757,602 P216,000 IL II- P- PJ,973,602 

=-~~----.... --
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BASIC ENERGY CORPORATION ANO SUBSIDIARIES 
SUPPLEMENTARY SCH EDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENDED 
DECEMBER 31, 2016 

Schedule K Long T"rm Debt 

Amo11111 shown 1111der caption ' Current Amount shown under caption ' Long 
posirion of long tem1 debt' in related Term Debt' in related statement of 

Tille of issue and type of obligation /\mount authorized by indenture Sllltemcnt or financial position financial position 
- Not applicable -
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BASCC ENERGY CORPORATJOt'i AND S_U;::.,;B;::;..:f.;;..o, 1.""D ;:;:;IA.::.::R.::.::IEc::=.S _ _____________ _ 

SUPPLEMENTARY SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENOF:D 
DECE~IBER 31, 2016 

Schedule F. Indebtedness lo Related Parties (Lool(-Tcrm Loans from Related Com1>anies) 

Name of related pa_r.li' ....... --···------· Balance nl beginning of J>eriod 
···--·-·- - Not applicable· ..... - - -

Hala11cc at end of peri~d 
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BASIC l<:NERGV COIU'ORATION AND SUHSfDIARJES 
SUPPLEMENTARY SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS AMENDED 
DECEMBER 31, 2016 

Schcdul<• G. Guarantees of S•~ul"il fos of Other Issuers 

Name of issuing entity of 
securities gunrnotced by the 
Group for which this statement 
is filed 

Title of issue of each class ot Toral amount guaranteed and A mount owned by a person for 
securities guarant~ed_ umm ______ o_utsia_nc!ing which statement is filed 

- Not applicable • 

'. 

Nature of guarnnte_c 
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BASIC ENERGY CORPORATION AND SUBSIDIARCES 
SUPPL.EMENTARY SCHEDULES UNDER ANNEX 68-E 
PURSUANT TO SRC RULE 68, AS Al\-tENDED 
l)ECEMBER 31, 2016 

Sched ule H. Capihll Stock 

Number of shares 
issued and 

outstanding us shown Number of shares 
under related reserved for options, 

No of shares held by ......... _____ _ 

Number of shares financial condition warrants, conversion OireclOrs 
Title of issue authorized caption and other rights Employees and Officers Others 
Common shares 10,000 000,000 2,560.118,512 - 2 500 000 __ J~_4,;l~2,842 _______ :Z,OlS,000 
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BASIC ,.:1%RGY CORPORA TJON AN . .;,:;O:c..S:::..'U::.:B::;:S:.:.10:::..=.lA:;.:.R.::.::IE::;;S:::.._ _________ _ 
MAP OF TIIE RELATIONSLUPS OF THE COMPANlES 
'WITHIN THE GROUP (PART I, 411) 
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SCHEDULEU 

BASIC ENERGY CORPORATION AND SUBSIDIARIES 
SUPPLEME!'.'TARY SCHEDULE OF RETAINED EARNINGS 
AV AlLABLE FOR DIVIDEND DECLARATION (Part t , 4C; Annex 68-C) 
DECEl\>1BER 31, 2016 

Unappropnated Retained earnings as of December 31. 201 S, os reflected in 
audited financial stntements 

UnrcaJi1cd foreig,n exchange lo.s.s · ntl (except those 
attributable to cash and ca.sh equivalents) 

Azr.ount of recogniud dcfaml tax asset tho1 reduced the amount of 
income tax expense ~d incrtaSed the ncl income and J'Ctained 
earnings.. until rcalit.cd 

Unappropria«:d Retained Earnings. as adj•t1•d 10 n>'ul/able for dlvid•nd 
dirrribu'tion. beginning 

Add: Ntt i.ncomt ad\tally t amtdfrttJi'Ltd during tbt pt-riod 

N<I Income during the period closed tO Retained Earnings 

Less: Non .. actu:aVunre:'lliitd income net ofta.x 

Subtotal 

Equity in n<1 income of associa10/joln1 venture 
Unrealized forci8J1 exchange lo,.. net (except those 

attn!Mablc to cash and cash equivalents) 
Unrealized aetu!U'lal ~ 
fair ·\.'alue adjustmen1 (m.a.rt:--to·marlcti gains) 
Pair value :idjuitmcnt of ~nvcstment property resuhio11 to i.ain 
Adjustment Gue to deviation from PFRS/GAAP · gain 
>.mount of rccogJ\ized deferred !Ill< WISC! that reduced th• 

wnount of lnco1nc lax cxpt:n!e and increased the ne1 
income a1d rC'lained eamings. until tca!ized 

Other unrnliztd gains or adjustments to th• retained urninp 
as '1 rcsu11 of eertain :ransaction.s accoan1ed for ul\Clcr 
?FRS 

Add: Non .. actuaJ losses 

Subtotal 

Depreciation on revalua1to11 incrcn1tnt (after tax) 
Adjustment due to deviation from PFRS/GAAP • l<>ss 
Loss on f.tir value odjustm::nt of in•cstment property 

(after tax) 

Net lnctune actually earned during the period 

Add(l.ess): 

Subtotal 

Dividend doch11111ions during the period 
App:oprla1ions of r<rained cammgs 
Rc .. ·e.rsals of appropriations 
E!T.?Cts of prior P<'riod adjustmenu 
T rcasury shnnos 

tJNAPPROPRIA TEC RETAINED EARNINGS • ..!S ADJl.JSTED TO 
JI V,AJJ.APL£ FOR DIVIDEND DISTRJBUTTON, END 

P IJ8.44J,999 

S.433.321 

(6.846.316) 

137,ffJ 1,004 

S,44-<,815 

5.999,515 

5.586,567 

I IJ.86,142 

J.82!,496 

1.825,496 

1 32,71~1?1 

l' IJl,115,_173 
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BASIC ENERGY CORPORATION ANI> SUBSIDIARl:ES 
SUPPLEMENTARY SCHEDULE OF ALL EFFECTTVE 
STANDARDS A.1'\ffi INTERPRETATIONS (PART 1, 4J) 

SCHEDULE IV 

Lill or Phlllppln• Finan<ial Reporting Sundard1 (PFRS) fwhich conslsl of PFRS, Philippint A«ountlng 
Standards (PAS) and Philippine Interpretations) ond Philippine Interprtla tions Commitloe (!'JC) Q&A '5 
erretiive u or Oocomber 31, 2016: 

' [ , . , 

- " 
•, 

~ '~! ' 

i'r&mcwurk for Ille Preparation and Prc,11enlatio11 of 
Fjcencial S•atements 

,/ 
Conceprual Fmn~";ork Phase A: Obje<:tives and qualitncive 
charucccristics 

PFRSs r ·ractlce Statement ~laJ>agcment Commentary ,/ 

Philippine Financial Reporting Stand ards 

PFRS I First-rime Adoption of Philippine Financial 
,/ 

(Revised) Reporting Standards 

Amendments to PFRS 1 and PAS 27: Cose of an 
Investment in a Subsidiary, Jointly Controlled ./ 

Entity or Associate 

Amendments to PFRS I: Additional " xcmplions 
./ 

for First-time Adopters I 
Amendment to PFRS i: Limite<I Exemption from 
Comp~nuive PFRS 7 Disclosures for First-time ./ 

Adopters 

Am~ndments to PFRS I: Severe llyperinOarion 
nnd Removal of Fixed D:11e for First-time ,/ 

Adoi;ters 

Ame'ldmenrs to PFRS I: Government Loans ,/ 

PFRS2 Share-based Payment ,/ ! 
An1~ndments to PFRS 2: Vesting Conditions and 

•' I 
Cancellations ! 
Amendments to PFRS 2: Group Cash-settled ,/ 
Share-based Payment Transactions 

PFRS3 nusiness Combinations 
./ 

(Revised) 

PJ-'RS4 Insurance Contracts ,/ 

Amendments to PAS 39 and PFRS 4: Financial ,/ 
Guarantee Ccnlracls 

11m111111111m1 
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PFRSS Non-current Assets Held for Sale and ./ 

Discontinued Operations 

PFRSli Explorarion for and Evaluation of Mineral ./ 
Resources 

PFRS 7 Financial lnsuumems: Disclosures ./ 

Amendments to PFRS 7: Transi1ion ./ 

Amendments to PAS J9 and PFRS 7: 
Reclossificarion of Financial Assets 

./ 

Amendments to PAS 39 and PFRS 7: 
Rec lassificarion of Financial Ass&. Effectivt ./ 

Date and T ra.'ISition 

Amendments to PFRS 7: Improving Disclosures ./ 
about Financial Instruments 

Amendments to PI'RS 7: Disclosures - Transfers 
? f Fi.nancial AsSdS 

./ 

Amendments to PFRS 7: Disclosures - Offseuing ./ 
Financial Asset5 and financial Liabilities 

Amendments to PFRS 7: Manda.tory Effective 
Date of PFRS 9 and Transition Disclosures 

./ 

PFRS8 Operating Segments ./ 

PFR.S 9 Financial Instruments ./ 

Amendments to PFRS 9: Mandarory Effec1ivc ./ 
Date of PFRS 9 and Transition Disclosures 

PFR.S 10 Consolidated Financial Statements ./ 
' 

P!'RS 11 Joint Arrangements ./ 

PFRS l~ Disclosure o f Interests in 01her Entities ./ 

PFRS 13 Fair Value Measurement ,/ 

Philippine Accounting Standards 

PAS 1 Presentation of Financial Statements ,/ 

( r{evised) 
Amendment to PAS I: Capital Disclosures ,/ 

Amendments to PAS 32 and PAS J: Punable 
f inancial Instruments and Obligations Arising on ./ 

T..iquidation 

Amendments to PAS I: Prescn1ation of Items of 
./ 

Other Comprehensive Income I 

PAS2 Inventories ./ 

!111111111111111 
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!PAS8 Accounting Policies. Changes in Accounting 
Estimates and Errors 

.,/ 

PAS 10 Evenrs afier the Balance Sheet Dale .,/ 

PASll Construction Contracts .,/ 

PAS12 lncome Taxes .,/ 

Amcndme111 to PAS 12 • Deferred Tax: Reco\"ery 
of Underlying Assets 

./ 

PAS16 Property, Plant and Equipment ./ 

PAS 17 Leases .,/ 

, PAS18 Revenue .,/ 

PAS 19 Employee Benefits ./ 

Amendments io PAS 19: Actuarial Gains and ./ 
Losses, Group Plans and Disclosures I 

IPAS 19 Employee Benefits 
(Amended) 

.,/ ! 

PAS:lO Accounting for Government Grants and ./ 
Disclosure of Government Assistance 

PAS21 The Effects of Changes in foreign Exchange .,/ 
Rates 

Ameooment: Net Investment in a Foreign ./ 
Operation 

PAS23 Borrowing Costs .,/ 
(Revised) 

PAS24 
(Revised) 

Related Party Disclosures .,/ 

PAS26 Accounting and Repm1ing by Retirement Benefit .,/ 
Plans 

1PAS 27 
(A mended) 

Separate Financial Statements ./ 

PAS28 Investments in Associates .,/ 

PAS28 
(Amended) 

Investments in Associates and Joint Ventures 
./ 

PAS 29 Financial Reporting in Hyperinflationary 
Economies 

./ 

PASJI Interests in Joint Vcnt11res ./ 

111111111111111 



• -
t ~· • 

- 4 -

: 
, 

; .. 
_,_,, .. - .. 

PAS32 Financinl Instruments: Disclosure and ./ 
Presentation 

Amendments to PAS 32 and PAS l: Puuable 
Financial Instruments and Obligations Arising on ./ 

Liquidation 

Amendment 10 PAS 32: Classification ofRighL5 
./ 

Issues 

Amendments 10 PAS 32: Offse11ing Financial ./ 
Assers and Financial Liabi lities 

PAS33 Earnings per Share •' 

PAS 34 Interim Financial Rcponing ,/ 

PAS 36 lmpninnent of Assets ./ 

PAS37 Provisions, Contingent Liabilities and Contingent ./ 
Assets 

PAS 38 Intangible Assets ./ 

PAS 39 Fina~cial Instruments: Rccogni1ion and 
./ 

Me:w1remen1 

Amendments to PAS 39: Transition and lnitial 
Re<:ogni1ion of Financial Assets and Financial ./ 

Li~bili•ies 

Amendments to PAS 39: Cash Flow Hedge ./ 
Accounting of Forecast lntragroup Transactions 

/I mcndmenls to PAS 39: The Fair Value Option ./ 

Amen<'ments to PAS 39 and PFRS 4: Financial ./ 
Guarant·ce Contracl~ 

Amendmcnis to PAS 39 and PFRS 7: 
Reclr.ssification of Financial Assels 

./ 

Amendments to PAS 39 and PFRS 7: 
Reclassification of Financial Assets - Effective ./ 

I Date znd Transition 

Amendments to Philippine Interpretation ./ 
IFIUC·9 and PAS 39: Embedded Derivatives 

Amendment to PAS 39: Eligible Hedged Items ./ 

PAS 40 lnvcs1ment Property ./ 

PAS 41 Agriculmre ./ 
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f<. . . . . -····· . 
'Philippine Interpretations 

lFRlC I Chnngcs in Existing Decommissioning, ,/ 
Restoration and Simi lar Liabilities 

IFRJC 2 Members' Share in Co-operauve Entities and 
Similar Instruments 

! .; 

IFRIC4 Determining Whether an Amingement Contains a .; 
It.ease . 

IFRICS I Rights 10 Interests arising from 

! Decommissioning, Restoration und .; 

Envircnmental Rehabilitation Funds 

' ffRIC IJ Liabilities arising from Partic ipating in a Spedfic 
Market· Waste Electrical and Ell'Ctronic .; 

Equipment 

IFRIC 7 Applying the Restatement Approach under 
PAS 29 Financial Reporting in Hyperinllationary .; 

~onomies 

IFRIC8 Scope of PFRS 2 ,/ 

lF:RlC 9 Reassessment of Embedded Derivatives .; 

Amendments to Philippine Interpretation TFR!C- .; 
9 and PAS 39: Embedded Derivatives 

lFRIC 10 Interim Financial Reponing and lmpairment .,, 
IFRIC U PfRS 2- Group and Tr~-ury Shatt Transactions .; 

IFRIC 12 SC?Vice Concession Arrangements .; 

:i:FRIC 13 Customer Loyalty Programmes 
.,, 

lFR iS \4 71:~ U1:1it on a Defined Be.iofit Asset, Minimum .; 
I • h ndir,g Requirements and their Interaction ' 
r Amendments to Philippine lmerprctntions I 
I :FRIC- 14, Prepayments of a Minimum Fund ing ./ I 

Rcq•iirement I 

TFRIC 16 Hedges of a Ncr Investment in a Foreign 
Operation 

./ 

1
IFRIC 17 Distributions of Non..:ash Assets to Owners I .,, 
IFIUC 18 Transfers of Asscrs from Customers .; 

IFRIC 19 Extinguishing Financial Liabilities with Equity I .; 
lnstrJments 

llFRIC 20 Stripping Costs in the Production Phase of e 
Surfoce Mine 

.; 
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SIC-7 Introduction of the Euro ./ 

SIC-10 Government Assistance - No Specific Relation to 
Operating Activities 

.,. 

SIC-12 Conso lidation - Special Purpose Entities ./ 

Amendment to SIC- 12: ScopeofSlC 12 
.,. 

SIC-l3 Jointly Controlled Entities ·Non-Monetary ./ 
Comributions by Venturers 

SIC-15 Operating Leases· Incentives ./ 

SIC-25 Income Taxes - Changes in the Tax Status of an I ./ 
Entity or its Shareholders 

SIC-27 Eva!t•ating the Substance of Transactions 
:nvc:ving the Legal Form of a IA!ase 

./ 

SIC-29 Service V>ncession Arrangements: Disclosures. .,. 
S IC-31 Revenue - Barter Transactions Involving 

Advertising Services 
./ 

SIC-32 lntar.gible Assets· Web Site Costs 
.,. 
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 
SCf:'"EDULE SHOWING FINANCIAL SOUNDNESS INDICATORS 
PURSUANT TO SRC RULE 68 AS AMENDED 
OECEMBER31, 1016 

2016 
Profitability rntios: 

Rerurn on assets (O.~~) 
Rcrum on cqu11) (0.()0%) 
Net profit margin 0% 

Solvency and liquidity ratios: 
Current ratio 20.97:1 
Debt to equity ra.tio 0.()3 · I 
Quick ratio 20.97:1 

Ass<t IO equity ratio 1.03.I 

Schedule V 

2015 

(0.00%) 
(0Jl0%) 

0-1. 

31.19;1 
O.oJ : I 

31.19: I 

1.03: I 
(0.01%} 
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