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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A

ANNUAL REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND.SE€*
OF THE CORPORATION CODE OF THE P

1. For the fiscal year ended DECEMBER 31, 2016

2. SEC Identification Number 296 3. BIR Tax Identification

4. Exact name of issuer as specified in its charter

METRO ALLIANCE HOLDINGS & EQUITIES CORP.
5. PHILIPPINES s E= (SEC Use Only)

Province, Country or other jurisdiction of Industry Classification Code:
incorporation or organization

7. 35" Fir. One Corporate Centre, Dofia Julia Vargas cor. Meralco Aves., Ortigas Center,

Pasig City 1605
Address of principal office Postal Code
8. (632)-706-7888

Issuer’s telephone number, including area code

w0

. 22™ FIr. Citibank Tower, 8741 Paseo De Roxas, Makati City
Former name, former address, and former fiscal year, if changed since last report.

10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and 8 of the RSA

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

Common - Class A 183,673,470

Common -Class B 122,448,979

Debt outstanding 495,974,190

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

If yes, state the name of such stock exchange and the classes of securities listed therein:
Philippine Stock Exchange Common - Class A
Common - Class B

12. Check whether the issuer:

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

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

13. Aggregate market value of the voting stock held by non-affiliates: Php73,680,126



PART | - BUSINESS AND GENERAL INFORMATION

Item 1. Business
A. Description of Business

(1) Business Development

Metro Alliance Holdings & Equities Corp. (MAHEC or the Company) is a holding company with
investments in various subsidiaries. The Company and its subsidiaries (collectively referred to
as “the Group) are involved in the manufacture of chemicals and contract logistics. In 2007, the
Company’s interest in certain subsidiaries previously engaged in the importation and distribution
of polypropylene resin and pharmacy management has cease operations.

MAHEC was first incorporated in October 15, 1929 as a management and trading company
called Marsman & Company, Inc. (Marsman). Marsman was listed on the Philippine Stock
Exchange in 1947. The Company changed its name to Metro Alliance Holdings & Equities
Corp. as approved by the stockholders on the annual meeting on April 6, 1999 and
subsequently approved by Securities and Exchange Commission on October 11, 1999.

The registered office address of the Company is at 22" Citibank Tower, 8741 Paseo De Roxas,
Makati City. They transferred to 35" FIr. One Corporate Centre, Dofia Julia Vargas cor. Meralco
Aves., Ortigas Center, Pasig City last November 2010. Amendment of articles of incorporation
was approved by the Securities and Exchange Commission last March 14, 2016.

Status of Operation

The Company and Polymax Worldwide Limited (Polymax), its special purpose entity
incorporated in British Virgin Island entered into a series of acquisition transactions (see details
below) to acquire ownership of the petrochemical plant of NPC Alliance Corp. (NPCA), which
resulted in a 2006 disputed sale of Polymax’s 60% interest in NPCA to NPC International
Limited (NPCI) and Petrochemical Industries Investment Company (PIIC). Subsequently on
August 27, 2013 the Company and Polymax entered into a settlement agreement with NPCI, PII
and NPC to resolve the dispute. On the basis of the settlement agreement, the previously
issued 2006 consolidated financial statements of the Company and its subsidiaries were
restated to reflect the sale of Polymax’s 60% interest in the petrochemical plant.

The remaining 20% of Polymax’s interest which is valued at 450 million, which is estimated
recoverable amount from the sale of investment. The realization of the Company’s advances to
Polymax (an unconsolidated special purpose entity in 2007) and the settlement Polymax’s past
due liabilities for which the Company is jointly and severally liable, depends on whether
sufficient cash flows can be generated from Polymax’s 20% interest in NPCA, which is for sale,
and from a letter of comfort issued by the Wellex Group of Companies in favor of the Company.
The consolidated financial statements do not include any adjustments that might result from the
outcome of these uncertainties.

Acquisition Transactions

On December 4, 2003, the Company entered into a Memorandum of Agreement (MOA) with
Polymax, whereby the Company confirmed the designation of Polymax as the acquiring
company in the proposed acquisition of the senior secured debt papers of BPC from
International Finance Corporation (IFC). Under the MOA, the Company and Polymax agreed
that (a) the acquisition of the secured debt paper would be for the account and benefit of the
Company; (b) the funding for the acquisition would be provided and arranged by the Company;
and (c) the exercise of creditor rights arising from the secured debts via foreclosure and
takeover of the assets of BPC would be directed by and for the account and benefit of the
Company. In addition, the Company would make certain advances to Polymax.



On December 19, 2003, Polymax and IFC entered into an Assignment and Transfer Agreement
(the Agreement) for the purchase by the former of the senior secured debt papers of BPC. The
Company advanced to Polymax the initial deposit of US$5 million, which was remitted to IFC for
the assignment payment, pursuant to the terms of the Agreement. On February 11, 2004, IFC
confirmed that it has received the full payment for the assignment of the senior secured debt
papers of BPC.

To partially finance the Company’s advances relating to the Petrochemical Project, the
Company obtained short-term loans from local banks (see Note 9). With the delay in the
completion of the activities and the conditions required for the Petrochemical Project, the
Company was unable to pay the bank loans on maturity dates. As of December 31, 2006, the
amounts payable to the banks totaled P866.7 million, consisting of the outstanding principal
balance of B378.3 million and finance charges of B488.4 million. In 2007 these past due
liabilities were transferred to and applied against the advances made to Polymax.

Pursuant to the Company’s plan of acquiring full control of BPC, instead of exercising creditor
rights, the Company, on April 16, 2004, entered into a Share Purchase Agreement (SPA) with
BPC, Tybalt Investment Limited (TIL), BP Holdings International B.V. (BPHI) and Petronas
Philippines, Inc. (PPI) with TIL as the purchase of the 83% interest of the foreign shareholders
of BPC. As agreed by the parties, the SPA is to take effect as of March 31, 2004, subject to
closing conditions, as defined in the SPA, which the parties have to comply with within a period
of 60 days or later if the conditions are not met.

On July 7, 2005, Polymax and BPC executed a Deed of Conveyance, transferring to Polymax
under an asset for share swap, the petrochemical plant of BPC in exchange for 85 million
common shares of Polymax with par value of US$1 per share, or a total par value of US$85
million.

On July 20, 2005, the Company, Polymax and NPC International Limited (NPCI) entered into an
SPA which provided that, subject to certain conditions, including the transfer of the
petrochemical plant of BPC free from encumbrances, NPCI will acquire 60% of the issued share
capital of NPC Alliance, Corp. (NPCA) from Polymax.

On August 9, 2005, Polymax and NPCA executed a Deed of Conveyance, transferring to
NPCA, under an asset for share swap, the same petrochemical plant in exchange for 4.8 million
shares of common stock of NPCA with a total par value of B4.8 bhillion, resulting in 100%
ownership interest of Polymax in NPCA.

On November 15, 2005, BPC and Polymax executed a Deed of Assignment whereby BPC
transferred and conveyed to Polymax all its rights and interest to Polymax’s 85 million shares of
common stock, with a total value of US$85 million, in exchange for the discharge of a portion of
BPC’s secured debt, which was acquired by Polymax from IFC, up to the extent of the value of
the shares transferred. Polymax retired the said shares 10 days from the date the Deed of
Assignment.

On December 16, 2005, Polymax, NPCI, Petrochemical Industries Investment Company (PIIC)
and the Company entered into an amended SPA whereby NPCI and PIIC will purchase 40%
and 20% of NPCA'’s shares of common stock, respectively, from Polymax. In addition to the
conditions set forth in the original SPA, the amended SPA also involves advances to be
provided by NPCIl amounting to US$15 million representing an advance payment which may be
used to fund the bona fide third party costs of NPCA or BPC for the recommissioning, operation
and maintenance of the petrochemical plant or such other third party cost or expenses, taxes or
duties as agreed between Polymax and NPCI.

On the same date, the Company, NPCI and PIIC entered into a Guaranteed and Indemnity
agreement whereby the Company irrevocably and unconditionally guaranteed the prompt
performance and observance by Polymax and the payment on demand by Polymax of all
moneys, obligations and liabilities which are now or at any time after the execution of the
agreement become due from or owning or incurred by Polymax under or in connection with any
of the SPA and the Shareholders’ Agreement. The Company also guaranteed that it shall be



liable for Polymax’s obligations, as if it were a principal debtor, if Polymax’s obligations are no
longer recoverable from Polymax.

On March 18, 2006, Polymax, NPCI, PIIC and the Company entered into an Agreement of
Variation (March 2006 Variation Agreement) to vary and amend the terms of the Amended and
Restated Share Purchase Agreement (ARSPA) and the Shareholders’ Agreement entered on
December 16, 2005. Under the March 2006 Variation Agreement, completion of the conditions
and conditions subsequent set forth in the ARSPA was extended to April 30, 2006. Moreover,
additional conditions that Polymax needs to satisfy prior to completion were agreed upon.

On the same date, Polymax and NPCI executed a Deed of Absolute Sale whereby Polymax
sold, transferred and conveyed to NPCI all the rights, title and interest in 19,090,000 NPCA
shares of common stock, equivalent to 40% ownership interest, for a consideration of B1.91
billion.

On September 11, 2006, Polymax, NPCI, PIIC, the Company and NPCA entered into another
Agreement of Variation (September 2006 Variation Agreement) to further vary and amend the
terms of the ARSPA and the Shareholders’ Agreement (both initially amended and varied by the
March 2006 Variation Agreement). Polymax, in accordance with its obligations under the
ARSPA, had notified NPCI and PIIC that it is aware that certain conditions will not be fulfilled by
April 30, 2006. As a result, the parties agreed to transfer to PIIC the 9,545,000 NPCA shares of
common stock prior to completion, while certain conditions will become conditions subsequent
to be completed on December 31, 2006.

On September 20, 2006, Polymax and PIIC executed a Deed of Absolute Sale whereby
Polymax sold, transferred and conveyed to PIIC all the rights, title and interest in 9,545,000
NPCA shares of common stock, equivalent to 20% ownership interest, for a consideration of B
954.5 million.

On December 31, 2006, the ARSPA Variation Agreement expired with the conditions
subsequent remaining unsettled. Nevertheless NPCI and PCII took control of the petrochemical
plant resulting in a dispute with the Company and Polymax, which considered the sale of
Polymax’s 40% and 20% interest in the petrochemical plant to NPCI and PCIl as null and void.

On August 21, 2007, the petrochemical plant started commercial operations under NPCI and
PIIC.

Subsequently on August 27, 2013, the Company and Polymax (“Respondents”) entered into a
settlement agreement with NPCI, PIIC and NPC (“Claimants”) to resolve the dispute arising
from the uncompleted acquisition transactions described above. Under the agreement, NPCI
shall, among others, pay Polymax the remaining balance of the purchase price of the 60%
NPCA shares net of deductions agreed by the parties. Simultaneous with the execution
agreement, Polymax shall also sell to NPCI an additional 20% of Polymax’s interest in NPCA
from the remaining 40% equity holding in NPCA at US$8 million or its equivalent in Philippine
peso. In September 2013 and August 2014, the remaining balance due to Polymax was paid by
NPCI and the 20% interest of Polymax in NPCA was sold to NPCI, respectively, in accordance
with the agreement.

As a result of the foregoing settlement, the arbitration tribunal issued on October 2, 2014 an
order for withdrawal of the arbitration cases (under the United Nations Commission on
International Trade Law Rules of Arbitration), which were earlier filed by the parties due to the
dispute arising from their various agreements.

Business Development of the Subsidiaries:

Metro Combined Logistics Solutions, Inc. (MCLSI) (Formerly GAC Loaqistics, Inc. (GACL)

MCLSI is 51% owned by MAHEC, by virtue of a joint venture agreement with Gulf Agency
Company (GAC) which owns the other 49%. MCLSI was registered with the Securities and
Exchange Commission on September 30, 1998. MCLSI is primarily engaged in carrying on all
or part of the business of contract logistics and supply chain management services, including



third party warehousing and distribution, consultancy and project management and value added
services to customers throughout the Philippines. MCLSI’s business is steadily growing with the
entry of new principals and additional businesses from its existing principals.

Mabuhay Vinyl Corporation (MVC)

Mabuhay Vinyl Corporation (MVC) was 42.69% owned by MAHEC as of December 31, 2006. In
2007, the Company sold its 37.69% interest in MVC, retaining 5% which was reclassified to
AFS investments and ceased to be a subsidiary as of December 31, 2007. The remaining 5%
was subsequently sold in 2012.

Non-operating Subsidiaries

Consumer Products Distribution Services, Inc. (CPDSI) is a wholly owned subsidiary of Metro
Alliance. It was first incorporated on November 11, 1993 as Metro Drug Distribution, Inc.
(MDDI). In November 7, 1997, the Securities and Exchange Commission approved the
renaming of MDDI to CPDSI. Prior to 2002, CPDSI was involved in providing logistics and
administrative services in connection with the sale and distribution of principals’ products. The
last service agreement expired in 2002. In January 2002, CPDSI shifted into the business of
importation and toll manufacturing of propylene and distribution of polypropylene in the local
market. In April 2003, CPDSI ceased its polypropylene business operations due to the
substantial increase in prices of imported raw materials. Management intends to continue
pursuing the petrochemical business. Currently, CPDSI has no business operations.

FEZ-EAC Holdings, Inc. became a wholly owned subsidiary of the Corporation in November 11,
2002. It was incorporated in February 3, 1994. It ceased operations at the end of 2001
following the expiration of the third party logistics contract of its subsidiary with Phillip Morris
Philippines, Inc.

Zuellig Distributors, Inc. is a wholly owned subsidiary of the Corporation. It ceased operations
in June 30, 1999 following the expiration of its exclusive distribution agreement with its single
principal. It was incorporated in October 18, 1985.

Asia Healthcare, Inc. is 60% owned by the Corporation. AHI was first incorporated in July 2,
1918. In August 2000, the Corporation invested in AHI. However, in 2002, it ceased operations
due to heavy losses. The low volume and minimal margin on the sales of pharmaceutical
products have not been sufficient to cover the costs of the services and products provided by
AHI. Consequently, AHI was constrained to terminate contracts with its clients and cease its
business operations. On December 17, 2002, AHI filed a voluntary petition for insolvency with
the Pasig City Regional Trial Court (RTC). On February 27, 2003, the Pasig City RTC declared
AHI as insolvent.

Bankruptcy, receivership and similar proceedings

Except for AHI which filed for insolvency in December 2002, Metro Alliance and its subsidiaries
are not involved in any bankruptcy, receivership or similar proceeding.

Material reclassification, merger consolidation or purchase

Aside from the sale of the company’s 37.69% and 5% interest in 2007 and 2012, respectively,
in Mabuhay Vinyl Corporation (MVC), there is no material reclassification, merger,
consolidation, or purchase or sale of a significant amount of assets not in the ordinary course of
business.

(2) Business of Metro Alliance

(a) Description of Registrant

(i) Principal products and services

Metro Alliance is a publicly listed holding company with investments in shares of stock of other
listed companies and investment in subsidiary involved in contract logistics and supply chain
management services, including third party warehousing and distribution, consultancy and



project management and value added services to customers throughout the Philippines.
Principal products or services of its subsidiaries MCLSI:

MCLSI

MCLSI provides contract Logistics and Supply Chain Management Services to meet the
business needs of major companies in the Philippines. Contract logistics and supply chain
management services include third party warehousing and distribution, consultancy and project
management services to multinational and local companies which include Rustans
Supermarkets, Inc. (RSI), Johnson & Johnson (Phil.), Inc. (J & J), Interphil Laboratories, Inc.
(ILI), and Zuellig Pharma Corporation (ZPC), ZPC — Repacking (ZPC-R), El Laboratories,
Alaska and Lixil Phils. (American Standard). Revenue contribution of each principal for the year
2015 is as follows:

S . % to

Principal Service Income Total
ZPC 30,105,647 | 16.71%
RSI 29,700,335 | 16.49%
Alaska 26,053,407 | 14.46%
J&J 17,725,048 9.84%
ZPC-R 11,922,858 6.62%
ILI 11,891,087 6.60%
El Laboratories 9,777,021 5.43%
Lixil Phils. (American Standard) 3,305,520 1.84%
Others 39,650,426 | 22.01%
Total 180,131,349 | 100.00%

(if) Export sales
Metro Alliance and its subsidiaries are not engaged in export sales.

(iii) Distribution Methods of the Products

MCLSI

The core of MCLSI contract logistics services is warehouse and transport management. It
leases dedicated warehouses or operates warehouses leased/owned by its principals and
contracts dedicated personnel to manage its warehouses. Its principal’s products are shipped
mostly in four and six-wheeler closed van through a shipping and cargo services company.

(iv) Publicly-announced new product or service.
Metro Alliance and its subsidiaries have no publicly-announced product or service.

(v) Competition

MCLSI

MCLSI is part of the GAC group. GAC is a leading international shipping services and
transportation company, operating in the Middle East, Eastern Mediterranean, Ted Sea and the
Indian Subcontinent and the Far East. Thus, the local GAC subsidiary plays an important role
in arranging transport of bulk cargo and providing freight cover for MCLSI at very competitive
rates both domestically and around the region. MCLSI’s main competitors include IDS Logistics,
DHL-Exel, Shenker, Fast Services, Agility (formerly Geologistics) and Air 21. The quality of
MCLSI’s services compared to their competitors is extremely difficult to determine. However,
the fact that MCLSI has been able to secure new contracts with new principals as well
additional contracts with existing principals is indicative that service levels are satisfactory.

(vi) Sources and availability of raw materials and principal supplier

Since the Company ceased to have control or have sold its interest in MVC, which involves in
the manufacturing of chemicals which are widely used in household applications, there are no
sources and availability of raw materials and principal supplier to be disclosed.



(vii) Dependence on one or few major customers
Metro Alliance and its subsidiaries are not dependent on any one industry, company or
customer. Likewise, no single customer accounts for 20% or more of total sales.

(viii) Transactions with and/or dependence on related parties

Metro Alliance has significant transactions with related parties which include the granting and
availment of interest and non-interest bearing cash advances. Transactions with and/or
dependence on related parties is discussed in detail in Item 12, Certain Relationships and
Related Transactions, of this report.

(ix) Patent, trademark, copyright, franchise, concession or royalty agreement
Metro Alliance and its subsidiaries are not covered with any patent, trademark, copyright,
franchise, concession or royalty agreement.

(x) Government approval of principal products or services
There is no need for any government approval on principal products of Metro Alliance and its
subsidiaries.

(xi) Effect of existing or probable governmental regulations on the business

Since the Company ceased to have control or have sold its interest in MVC, any existing or
probable governmental regulations has no effect on the business of Metro Alliance and its
remaining operating subsidiary, MCLSI.

(xii) Estimate of the amount spent during each of the last three calendar years on
research and development activities
There are no such activities in Metro Alliance and its other subsidiaries.

(xiii) Costs and effects of compliance with environmental laws

Metro Alliance has secured the required permits and clearances from the Health Sanitary
Department of the City Government of Pasig to comply with the applicable environmental
regulations. A strict compliance with other environmental agencies such as DENR is no longer
required since Metro Alliance ceased to have control or have sold its interest MVC, which has
manufacturing facilities for producing chemicals.

(xiv) Total Number of Full Time-Employees (as of December 31, 2016):

Metro Alliance

Metro Alliance has two (2) regular employees: one (1) administrative managerial employee and
one (1) administrative executive employee. No CBA. There has been no strike or any similar
threat for the last 3 years. Except for 14™ month and 15" month bonuses and conversion of
unused sick leaves, there are no other supplemental and incentive arrangements with its
employees.

MCLSI
Rank and File Supervisors Managers and up Total
Operations 341 15 5 361
Administrative 5 5 2 12
Total 346 20 7 373

No CBA. There has been no strike or similar threat within the last three (3) years. There are no
supplemental and incentive arrangements with its employees. The number of employees will
be increased only upon entry of new principals.

(xv) Major Risks

Metro Alliance
Capital availability, access to credit and high borrowing rates. Negotiations with local and
foreign investors, both banking and non-banking institutions are currently being pursued.

Metro Alliance’s financial instruments consist of cash, advances to or from affiliates, loans and
long-term debt. The carrying amounts of these financial instruments, which are currently due
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and demandable, approximate their respective fair values as of balance sheet date. The main
risk arising from Metro Alliance’s financial instruments are interest rate risk, credit risk and
liquidity risk. The Board of Directors reviews and approves policies for managing each of the
risks.

Interest rate risk. Metro Alliance exposure to the risk for changes in the market interest rates
relates to its loan payable and long term debt, which principally bear floating interest rates.

Credit risk. It is Metro Alliance’s policy to require all concerned affiliates and /or third party to
comply and undergo a credit verification process with emphasis on their capacity, character and
willingness to pay. In addition, receivables are closely monitored so that exposure to bad debts
is minimized. Metro Alliance deals only with legitimate parties. As to other financial assets of
Metro Alliance like cash, the credit risk arises only in case if default of the counterparty and the
maximum exposure is limited to the carrying amount of the instruments.

Liquidity risk. Metro Alliance objective is to maintain a balance between flexibility and continuity
of funding. However, because of the default on the payment of interest and principal
amortizations on existing debts, Metro Alliance access to funds has been limited to those of its
related parties in the form of advances. Current working capital requirements will continue to be
sourced from short-term loans and advances from related parties.

MCLSI

Contract logistics is basically a risk-free business. During the negotiation stage, budgets and
performance standards are defined, discussed and agreed with the principal. All costs and
expenses are passed on to the principal. The principal advances the total budgeted cost and
expenses at the beginning of the month making the operation sufficiently liquid. Excess cash
reverts back to the principal and any overspending by MCLSI is normally discussed, supported
and reimbursed.

MCLSI’s financial instruments consist of cash, receivables, accounts payables and obligations
under finance lease. It is, and has been throughout the year under review, MCLSI’s policy that
no trading in financial instruments shall be undertaken. The main risk arising from MCLSI’s
financial instruments are credit risk and liquidity risk. MCLSI's board of directors reviews and
approves policies for managing these risks.

(b) Additional Requirements as to Certain Issues or Issuers

Not Applicable

Item 2. Properties

Description of Property
Metro Alliance

Metro Alliance leases a 40 square meter office space located at the 35th Floor, One Corporate
Centre, Dona Julia Vargas cor. Meralco Aves., Ortigas Center, Pasig City where it transferred
last 2010 from its registered principal office address at 22" Floor Citibank Tower, 8741 Paseo
de Roxas, Makati City. Amendment of the articles of incorporation for the change of official
business address was approved by the Securities and Exchange Commission on March 14,
2016. Monthly net rental fee is £22,050. Lease contract is for two years starting April 2014 and
renewable every two years. The lease contract was renewed for another two years last May
2016.

There are no plans to acquire properties in the next 12 months.

MCLSI

MCLSI leases 9,154 square meters of warehouse space located in Paranaque City for its
principal, Johnson & Johnson. Lease rental is approximately £400,000.00 per month (inclusive
of 12% VAT) for three (3) years starting January 1, 2015 up to January 1, 2018. Lease term is
co-terminus with the company’s service contract with the principal.



For its services to Rustans and Shopwise, the company maintains a lease arrangement with JM
Processing & Freezing Services Inc. for the use of its cold storage facilities located in Faraday
Makati City for a monthly rental of £156,119.04 (inclusive of 12% VAT) for three (3) years
starting January 1, 2015 up to January 1, 2018. Lease rate is on a per cubic meter of space
occupied. The other warehouses for its other principals are either owned or leased by the
respective principals.

Starting in January 2012, MCLSI sub-leases 88 square meters of office space at Unit 2002
Antel Corporate Center Valero St. Makati City at a lease rental of £79,688.00 per month
(inclusive of 12% VAT). Lease term of the lease is for two (2) years starting February 1, 2014
up to January 31, 2016. The lease contract was renewed for another two years starting
February 1 2016 up to January 31, 2018.

To expedite its services to Rustans and Shopwise, the company also leases an 18.7 square
meters of office space with Polar Bear Freezing and Storage Corporation located at
Bagumbayan Taguig City. The term of the lease is for three (3) years starting January 1, 2015.
Rental is £11,519.20 per month (inclusive of 12% VAT).

MCLSI also leases two (2) warehouse units in Carmona, Cavite with Chattelane Holding Co.,
Inc. to cater to its principal in Calabarzon. The first lease contract is for a period of three (3)
years starting October 12, 2015 up to October 11, 2018 for a monthly rental of £366,525.13
(inclusive of 12% VAT). The second lease contract is also for a period of three (3) years starting
November 3, 2015 up to November 2, 2018 for a monthly rental of 346,143.85 (inclusive of
12% VAT).

MCLSI leases one (1) warehouse unit in Muntinlupa City to Filipinas Benson Industrial & Devt.
Corp. for its principal for a total rental of 261,895.20 per month (inclusive of 12% VAT). The
lease is for a period of three (3) years starting April 15, 2015 up to April 14, 2018.

MCLSI also leases nine (9) battery and electrical forklifts for its warehouses in Parafiaque,
Muntinlupa and Cavite. Lease term is for two (2) years, renewable at the option of both parties.
Details of the lease are as follows:

Warehouse Monthly Lease Term
Equipment Location Lease inclusive
of 12% VAT
(in Php)

Shinko Forklift Battery Parafaque City 78,000 | January 1, 2015 to
Operated (2 units) January 1, 2017
Shinko Forklift Battery Parafiaque City 28,000 | January 1, 2015 to
Operated (1 unit) January 1, 2017
Shinko Forklift Battery Parafaque City 10,000 | January 1, 2015 to
Operated (1 unit) January 1, 2017
Shinko Forklift Battery Muntinlupa City 39,200 | January 12, 2015 to
Operated with electric January 11, 2017
counter balance (1 unit)
Shinko Forklift Battery Muntinlupa City 33,600 | January 12, 2015 to
Operated (1 unit) January 11, 2017
Forklift Crown complete with | Muntinlupa City 50,000 | January 12, 2015 to
battery & charger January 11, 2017
Shinko Forklift TCM Diesel Carmona, 33,000 | November 15, 2015 to
(1 unit) Cavite November 14, 2017
Forklift — Komatsu Electric Carmona, 38,000 | November 20, 2015 to
(1 unit) Cavite November 19, 2017

There are no planned acquisitions or lease of properties within the next 12 months.
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Item 3. Legal Proceedings
Metro Alliance

Case Title
Factual basis

Status

Relief Sought

Case Title

Factual basis

Name of Court

Status

Metro Alliance vs Commissioner of Internal Revenue
Assessment for deficiency withholding taxes for the year 1989,
1990 and 1991

On July 5, 2002, the Parent Company received a decision from
the Court of Tax Appeals (CTA) denying the Parent Company’s
Petition for Review and ordering the payment of P83.8 million for
withholding tax assessments for the taxable years 1989 to 1991.
The Parent Company filed a Motion for Reconsideration on July
31, 2002 but this was subsequently denied by the CTA. A
Petition for Review was filed with the CTA on November 8, 2002,
which was also denied by the CTA. The Parent Company then
appealed the decision of the CTA to the Court of Appeals (CA),
which likewise denied the appeal and upheld the assessment
against the Parent Company. The Parent Company, through its
legal counsel, filed a Motion for Reconsideration with the CA in
December 2003.

On July 9, 2004, the Parent Company received the CA resolution
denying the Motion for Reconsideration. On July 22, 2004, the
Parent Company filed with the CA a Motion for Extension of time
to file an appeal to the Supreme Court (SC). On August 20,
2004, the Parent Company filed said appeal. On October 20,
2004, the Parent Company received the resolution of the SC
denying its Petition for Review for lack of reversible error. The
Parent Company filed a Motion for Reconsideration. On January
10, 2005, the SC issued an Order stating that it found no ground
to sustain the Parent Company’s appeal and dismissed the
Parent Company’s petition with finality.

On April 26, 2006, the Parent Company filed a Petition for
Review before the CTA en banc. On March 7, 2007, the CTA en
banc dismissed the Petition for lack of merit. The CTA en banc
affirmed the CTA’s decision granting the Motion for Issuance of
Writ of Execution filed by the Commissioner of Internal Revenue.

As of December 31, 2016, the Parent Company has not received
any order of Execution relative to this case. Accordingly, the
related obligation is not currently determinable. Management
believes, however, that the ultimate outcome of the case will not
have a material effect on the consolidated financial statements.

Metro Alliance and Philippine Estate Corporation vs
Philippine Trust Company, et al., Civil Case SCA#TG-05-2519

Civil Action for Declaratory Relief, Accounting, Reformation of
Contracts, Annulment in Decrease in Interest Rates, Service
Charge, Penalties and Notice of Sheriffs Sales plus Damages

Regional Trial Court, Fourth Judicial Region, Branch 18,
Tagaytay City

On September 14, 2005, Metro Alliance Holdings & Equities
Corp. (MAHEC) and Philippine Estate Corporation (PEC) filed a
Civil Action for Declaratory Relief, Accounting, Reformation of
Contracts, and Annulment in Decrease in Interest Rates, Service
Charge, Penalties and Notice of Sheriffs Sale, plus Damages
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Relief Sought:

Case Title

Factual basis
Name of Court
Status

with prayer for the Issuance of a Temporary Restraining Order
and/or Writ of Preliminary Injunction.

The case stemmed from the imminent extra-judicial foreclosure
of four (4) mortgaged Tagaytay lots covered by Transfer
Certificate of Title (CTC) Nos. T-35522, T-35523, T-35524 and T-
35552 subject to the Real Estate Mortgage executed by MAHEC
and PEC securing P280M loan obtained by MAHEC and PEC
last December 2003.

On October 6, 2005, the Regional Trial Court (RTC) of Tagaytay
City issued and granted the Writ of Preliminary Injunction.

The preliminary injunction issued by the RTC stopping the
foreclosure was nullified by both Court of Appeals and Supreme
Court, after which Philtrust proceeded to foreclose, and acquired
those properties for only £165.8M. When MAHEC and PEC
failed to redeem, Philtrust consolidated title, and Tagaytay
Registry of Deeds issued new TCTs, cancelling PEC’s TCT.

On October 10, 2011, MAHEC filed Notice Lis Pendens vs. four
(4) new TCTs of Philtrust.

The case is now back to Tagaytay RTC for trial hearings under
new acting Judge Jaime Santiago. MAHEC and PEC already
presented witnesses.

As of December 31, 2016, the case is pending resolution with the
Regional Court of Tagaytay, Branch 18 SCA# TG-05-2519. The
Parent Company was able to get the formal trial started and on-
going. The Parent Company’s most important move was the
presentation of a very competent real estate appraiser, realtor,
Cesar Santos, who was able to successfully defend in court his
P811.6M valuation of the foreclosed Tagaytay properties. Trial
hearings are on-going and it is now defendant Bank’s turn to
adduce evidence. Plaintiffs have closed their evidence
presentation wherein all offered evidences were admitted, over
the objections of defendant Bank. At the last hearing held on
December 6, 2016, defendant Bank’s star witness was subjected
to Plaintiffs counsel cross examination wherein they obtained
many damaging admissions against the Bank. Plaintiff's counsels
cross examination will resume at trial hearing set for April 25,
2017.

Damages sought are 1,000,000 as and by way of exemplary
damages and 500,000 as and by way of attorney’s fees;
litigation expenses and cost of suit.

MAHEC, POLYMAX & WELLEX vs Phil. Veterans Bank, et al.,
Civil Case#08-555, RTC Makati Branch 145

Civil Action with Damages to Nullify the Foreclosure of Property
Regional Trial Court Makati City Branch 145

The case is an injunction suit with damages filed on July 23,
2008 in RTC-Makati to nullify the foreclosure of Pasig lot
securing a P350M loan obtained by MAHEC, Polymax and
Wellex. Initially, Temporary Restraining Order (TRO) and
preliminary injunction was issued, but afterwards, it was lifted,
enabling Philippine Veterans Bank (PVB) to foreclose. In
successive certiorari cases that plaintiffs filed, both Court of
Appeals (CA) and Supreme Court (SC) upheld PVB. Worse yet,
due to major lapse of the plaintiff's original counsels, lis pendens
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Case Title

Factual basis

Relief Sought

on foreclosed Pasig lot was cancelled, and in March 2012, PVB
sold the lots to Zen Sen Realty Devt. Corp. who got new Transfer
Certificate of Title (TCT).

The above case was consolidated with other case of affiliated
company with the same RTC. In 2013, Company’s legal counsel
brought Zen Sen Realty Devt. Corp. as defendant also, and
prayed that the PVB sale to it be nullified. In October 2014,
Company’s legal counsel dropped Zen Sen Realty as an
unnecessary defendant, after which DECISION was rendered vs.
PVB on January 9, 2015, declaring the #550M loan (total loan of
MAHEC, Polymax, Wellex and other affiliated companies) as fully
paid, and even over-paid; discharging all the mortgages, and
voiding the 2012 sale made to Zen Sen. PVB was ordered to
refund to plaintiffs the 3.25M overpayment. PVB filed a motion
for reconsideration which was denied. PVB filed Notice of Appeal
to Court of Appeal on May 8, 2015, which the Company’s legal
counsel questioned as defective, but the RTC ruled against the
Company in its May 12, 2015 Order. The consolidated case is
now on appeal in the Court of Appeals as CA-GR CV#105323.
Appellant-defendant Bank filed last December 2016 its
Appellant’s Brief. The Company’s legal counsel is given 45 days
to file their Brief and eventually requested for another 30 days
extension to finish and file said Appellees’ Brief.

Metro Alliance vs The Philippine Stock Exchange (“PSE”)
Petition for Lifting of Trading Suspension

On July 20, 2015, the Company filed a comprehensive corporate
disclosure in connection with the Company’s petition for lifting its
trading suspension which was imposed to the Company on May
21, 2007. Suspension was due to non-filing of structured reports
(quarterly and annual reports) from 2007 until 2013. Inability of
the Company to file such reports was due to the legal issues
involving the acquisition of the petrochemical plant and the
surrounding circumstances.

The Company, having resolved its disputes with foreign parties
involved in the Bataan petrochemical project, was able to file its
2007 to 2013 quarterly and annual reports starting November
2014 to June 2015. Corresponding penalties amounting to 3.4
million was already paid.

The Company and PSE representatives met last November 5,
2015 to discuss the status of the petition and other matters to
update the Exchange on the Company’s operations and informed
that the settlement of the issues involving Polymax Worldwide
Limited will be reflected in the Company’s 2015 Audited Financial
Statements. PSE, on their letter dated January 19, 2016, advised
the Company that it will proceed with the completion of its
evaluation of the Company’s petition upon the Company’s
submission of the disclosure of the results of its operations and
the filing of its 2015 Audited Financial Statements. The Company
received various correspondences from PSE in 2016 as part of
the evaluation of the Company’s petition.

The Company is positive that PSE will grant the lifting on its

trading suspension in the next twelve (12) months after it
complied and submitted all the documents required by the PSE.
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Item 4. Submission of Matters to a Vote of Security Holders

No matter was submitted during the fourth quarter of the fiscal year covered by this report to a
vote of security holders.

PART II— OPERATIONAL AND FINANCIAL INFORMATION

Item 5. Market for Issuer’'s Common Equity and Related Stockholder Matters
(1) Market Information
a) The principal market of Metro Alliance Holdings & Equities Corp.’s common equity is

the Philippine Stock Exchange (PSE) where it was listed 1947. The high and low sales
prices by quarter for the last three (3) years are as follows:

Class A Class B
High Low High | Low

2016 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
Fourth Quarter - - - -

2015 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
Fourth Quarter - - - -

2014 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
Fourth Quarter - - - -

As observed, there are no high and sales prices for the last three years since the Philippine
Stock Exchange suspended the trading of the Company for non-compliance with the
submission of structured reports such as annual and quarterly report since 2007. (Please refer
to ‘Summary of Material Trends, Events and Uncertainties’).

The high, low and close market price of Class “A” and Class “B” were £0.70 and £0.84 as of

May 17, 2007, the last practicable trading date before the PSE suspended the Company’s
trading last 2007.
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(2) Holders

a) There are 306,122,449 shares outstanding: 183,673,470 shares are Class “A” and
122,448,979 shares are Class “B”. As of December 31, 2016, there are 629 holders of Class

“A” shares and 404 holders of Class “B” shares.

Metro Alliance’s Top 20 Stockholders as of December 31, 2016 are as follows:

Stockholder's Name Number of Shares Percentage

Class A Class B to Total
1 | Creston Global Limited 56,378,388 18.417
2 | PCD Nominee Corporation (Filipino) 16,231,610 26,522,613 13.966
3 | Chesa Holdings, Inc. 40,500,000 13.230
4 | Pacific Wide Realty & Development Corp. 31,498,000 10.289
5 | Forum Holdings Corporation 16,376,856 13,432,644 9.738
6 | Misons Industrial and Development Corp. 22,000,000 7.187
7 | Pacific Concorde Corporation 6,329,500 9,503,908 5.172
8 | Rexlon Realty Group, Inc. 12,200,000 2,673,112 4.859
9 | Chartered Commodities Corp. 11,296,000 3.690
10 | Mizpah Holdings, Inc. 10,128,700 3.309
11 | William T. Gatchalian 2,091,000 1,481,500 1.167
12 | Pacific Rehouse Corp. 1,258,000 1,670,000 0.956
13 | Kenstar Industrial Corp. 2,312,331 0.755
14 | PCD Nominee Corporation (Non-Filipino) 2,238,452 0.731
15 | Nancy Saw 1,846,500 0.603
16 | Tin Fu Or Trajano 820,000 0.268
17 | Severin Haselmann 730,000 0.238
18 | CTBC TA#5-C184; Zuellig Corp. 684,829 0.224
19 | UBP Capital Corporation 645,000 0.211
20 | Rexlon T. Gatchalian 600,000 0.196
Others 9,521,644 5,151,862 4.794
Total 183,673,470 122,448,979 100.00

(3) Dividends

No dividends were declared by Metro Alliance in the last two fiscal years and in the interim

period. There are no restrictions that limit the ability to pay dividends.

(4) Recent sales of unregistered or exempt securities

There are no recent sales of unregistered or exempt securities.

Item 6. Management’s Discussion and Analysis or Plan of Operation

(1) Plan of Operation

The Group, having resolved its disputes with the foreign parties involved in the Bataan
petrochemical project, will explore business opportunities for the next twelve months. The
Group will reorganize its operations; evaluate its remaining assets; review all pending legal
cases; and settle and resolve its outstanding issues with other regulatory government bodies.
The Group assures the public that it will focus on traditionally stable industries or sunrise
sectors in order to maintain strong and healthy cash flows, and at the same time, aspiring for
maximized potential earnings.

The Group still holds 20% interest in the petrochemical plant as of December 31, 2016. The
Board will discuss on their succeeding meetings on how best to proceed on this remaining
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investment. Recently, the management evaluated an investment proposal from a foreign
investor for the plan or reacquiring the majority control of the petrochemical plant via an interim
accommodation from a foreign bank. The discussions for this proposal, however, are currently
on hold, pending the outcome of the lifting of the trading suspension of MAHEC shares at the
PSE.

The Board has outlined possible target business projects including investment in mining
industry, provided that the target project will pass the screenings currently being conducted by
the Department of Environment and Natural Resources (DENR).

MAHEC's remaining operating subsidiary, Metro Combined Logistics Solutions, Inc. (MCLSI), is
steadily growing with additional businesses from its existing principals. The Group is also
exploring business opportunities in the transport field, including computer application solutions,
warehousing and cold storage; in medical distribution and pharmaceutical business logistics,
operation of hospice care and management of medical clinics, importation of medical
equipment; and also in document storage, care parking, sea travel, river ferry and
airport/seaport terminal management.

Projected Plan for the next 12 months:

Investment and sources of capital

The company has remained steadfast to regain its status as a going concern. In line with this,
several actions were taken to conserve the company’s resources and build confidence for its
business direction:

a) Commitment by the majority shareholders of the company to guaranty the recoverable
value of the remaining “assets for sale” in its books in order that the company’s equity is
preserved,;

b) Accepting the settlement of disputed issues between the shareholders of NPC Alliance
Corporation and recognizing the resulting loss adjustments to reflect the realizable value
of the investments of the Company related to the petrochemical project;

¢) Clearing of its remaining bank obligations to free the company from debts;

d) Continuous filings with relevant government agencies;

e) Maintaining a lean organization to sustain its operation during the said period.

f) Furthermore, the majority shareholders, which are 75% of the traded shares, have
signified their intention to conduct tender offer in the vicinity of Php0.50 per share, within
thirty (30) days after the lifting of Company’s trading suspension, in order to gain back
investor confidence in the Company.

Recapitalization of the Company to meet the Projected Investments in New Venture

The company has a pending application with the SEC to increase its capital stock to P5 billion
to be split — 60% Class A shares and 40% Class B shares at par value of Php1.00 to meet its
projected investments after the tender offer. Of this amount, Php3 billion worth of shares was
earmarked to be issued as follows:

1. Acquisition of majority interest in an operating mining company which is actively
producing nickel and has a capital base of P1 billion. This company is presently held
by the majority shareholders in joint venture with a Chinese company. As mentioned
earlier, the entry to this sector will greatly depend on the results of the screenings
currently being conducted by the DENR.

2. A second part of the capital increase amounting to P2 hillion would be underwritten by a
Chinese Bank to provide momentarily cash infusion to the company for the
reacquisition of 80% NPCA shares which were sold to NPC International, an Iranian
interest. This will redown to the company regaining 100% ownership of NPC Alliance
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Corporation. The planned acquisition will allow the entry of a Chinese Petrochemical
company to buy in the company up to 70% of the company’s restructured equity by way
of supplying feedstocks for the NPCA ethylene plant. NPC Alliance operation has
always been hampered by the lack of feedstocks brought about by not being able to put
a cracker plant from the very beginning. While this new development was under a 4-
way discussion with the concerned parties, the talks are on hold pending the lifting of
the trading suspension with the PSE.

If everything proceeds as planned, the Company is expected to satisfy its cash requirements to
finance its projected plans and investments in the new ventures until the 4" quarter of 2017.
Furthermore, if the lifting of the trading suspension is approved by the PSE, the Company will
announce the plan for the proposed tender offer on the annual stockholders’ meeting.

Realization of Outstanding Receivables from Polymax Worldwide in the Amount of Php
415,410,450.00 as of December 31, 2016

Assuming that the 4-way negotiations with the Chinese bank, the Chinese petrochemical frim
and the Iranians will bog down, there are other alternatives to address the issue. In order that
this outstanding receivable will be fully recovered, a payment via dacion of the remaining 20%
NPCA shares held by Polymax in NPC Alliance may be assigned to Metro Alliance, thus,
making the company the direct shareholders of NPCA.

The estimated value of the 20% shares in NPCA has been placed at $20 million.

Manpower reguirements

The Group does not expect significant changes in the number of employees as it still in the
stage of exploring new business opportunities. Manpower will be outsourced if needed.

Capital Asset Aquisition
The Group will make purchases of equipment and machineries in the future if needed especially
when investment in mining industry will materialize.

(2) Management’s Discussion and Analysis

a) Key Performance Indicators

Metro Alliance and its majority-owned subsidiaries key performance indicators follow:

Metro Alliance

Metro Alliance’s key performance indicators include the following:

1. Netincome

2. Earnings per share — net income attributable to each share of common stock
(net income / weighted number of shares outstanding)

3. Return on average equity — ability to generate returns on investment of stockholders.
(net income / average equity)

4. Debt to total asset ratio — the proportion to total assets financed by creditors.
(total debt / total assets)

5. Debt to Equity ratio — an indicator of which group has the greater representation in the
assets of the company
(total debt / equity)

Metro Alliance parent company registered a net loss of 3.4 million in 2016 as against £4.9
million net loss in 2015. The decrease in net loss in 2016 by 1.5 million or 30.61% is due to
net effect of: recognition of other income arising from the condoned liability from settlement of
loan to a related party (WPI) amounting to £16.3 million in 2015; higher provision for impairment
loss for 2015 for long outstanding receivables from non-operating subsidiaries amounting to
4.9 million; no interest expense recorded for 2016 due to settlement of loan in 2015, on which
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there was 7.1 million was recorded for 2015; and decrease of £2.80 million or 49.12% in
general and administrative expenses for 2016 as compared to 2015. Decrease in general and
administrative expenses is attributable to: increase in personnel cost by £0.08 million, increase
in representation expense by £0.22 million and payment of penalties to PSE in 2015 of £3.10
million. Penalties paid to PSE refer to monetary penalties for non-submission of structured
reports (Annual and Quarterly Reports) in prior years. The Company was unable to file such
reports due to circumstances surrounding the acquisitions of Petrochemical Plant in prior years.

Comparative analysis of Metro Alliance’s key performance indicators follows:

Performance indicator December 31
2016 2015 2014
Earnings (loss) per share (in Php) (0.011) (0.011) (0.045)
Return (loss) on average equity (0.011) (0.011) (0.045)
Debt to total assets ratio 0.502 0.495 0.725
Debt to equity ratio 1.009 0.978 2.634

MCLSI
MCLSI'’s key performance indicators include the following:

1. Profitability

a. Gross profit margin — measures the profitability of revenues (services) in relation to
the cost of services
(gross profit / revenues)
b. Net profit margin — ability to generate surplus for stockholders.
(netincome / sales)
c. Return on assets — ability to generate returns from assets.
(netincome / assets)
d. Return on equity — ability to generate returns on investment of stockholders.
(net income / stockholders equity)

2. Liquidity ratios

a. Currentratio — capacity to meet current obligations out of its liquid assets
(current assets / current liabilities)

b. Receivables turnover and days’ sales in receivables — measures the ability to
collect receivables
(net credit sales / average trade receivables)
(365 days / receivables turnover)

The decrease in MCLSI’s gross profit and net profit margins resulted mainly from additional
logistics service provided with lower gross profit rates lower than the existing principals.

With the decrease in operating income brought about by the additional business with lower
gross profit rates, return on assets and return on equity decreased.

Current ratio increased due to the increase in prepayments related to the additional
business.

Comparative analysis of MCLSI’s key performance indicators follows:

Performance indicator December 31

2016 2015 2014
Profitability
a. Gross profit margin 0.217 0.162 0.200
b. Net profit margin 0.071 0.024 0.051
c. Return on assets 0.100 0.036 0.079
d. Return in equity 0.302 0.117 0.331
Liquidity
a. Current ratio 1.394 1.494 1.390
b. Receivables turnover 2.863 3.195 3.553
c. Days’ sales in receivables 127 114 103
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CPDSI, FEZ-EAC, ZDIl and AHI

Currently, CPDSI, FEZ-EAC, ZDI and AHI have no performance indicators because these are

non-operating companies as mentioned above.

Financial Highlights

The following companies are included in Metro Alliance consolidated financial statement:

MCLSI, CPDSI, FEZ-EAC, ZDI and AHI.

The table below shows the consolidated financial highlights of Metro Alliance for the years

ended December 31, 2016, 2015 and 2014:

Balance Sheet

As of December 31 (In Php’000)

2016 2015 2014
Current assets 156,957 132,732 911,894
Noncurrent assets 436,189 430,692 17,135
Total Assets 593,146 563,424 929,029
Current liabilities 489,803 466,291 835,634
Noncurrent liabilities 6,171 8,998 5,571
Total Liabilities 495,974 475,289 841,205
Stockholder’s Equity 97,172 88,135 87,824
Total Liabilities and Stockholder’s Equity 593,143 563,424 929,029

Income Statement

As of December 31 (In Php’000)

2016 2015 2014

Sales and services 180,131 143,344 127,690

Cost of sales and services 141,009 (120,195) (102,106)

Gross profit 39,122 23,149 25,584

Expenses — net (29,262) (19,667) (132,788)

Net Income (Loss) Before Tax 9,860 3,482 ( 7,204)

Income Tax — Current (7,481) (4,359) ( 2,962)

Deferred 3,403 662 164

Net Income (Loss) After Tax 5,782 (215) (10,002)
Net Income (Loss) attributable to:

Equity Holders of the Parent Company 1,289 (1,895) (13,204)

Non-controlling interest 4,493 1,680 3,202

5,782 (215) (10,002)

Earnings (Loss) Per Share Attributable to £0.004 (P0.003) (P 0.04)

holders of Parent Company

The Group, having resolved its disputes with the foreign parties involved in the Bataan
petrochemical project, will commence to explore business opportunities. As of report date,
biggest contributor to the Group’s revenue is its logistic arm, MCLSI when it steadily growing for
the past several years after. The Group will reorganize its operations; evaluate its remaining
assets; review all pending legal cases; and settle and resolve its outstanding issues with other
regulatory government bodies. The Group assures the public that it will focus on traditionally
stable industries or sunrise sectors in order to maintain strong and healthy cash flows, and at
the same time, aspiring for maximized potential earnings.
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CHANGES IN OPERATING RESULTS

2016 COMPARED TO 2015

Net Income and Earnings (Loss) Per Share

The Group registered a consolidated net income of 5.8 million in 2016 as against net income
of 2.0 million in 2015 or an increase in net income by £3.8 million or 190%. Earnings (loss) per
share for 2016 and 2015 for equity holders of the Parent Company are £0.004 and (0.003),
respectively. The increase in net income was net effect of (a) increase in service income by P37
million or 25.68% million due to entry of new clients and principals of MCLSI from its new
subsidiary, thus, increasing its service and trucking fees; (b) decrease in other income by £16.2
million or 98.78% due to recognized income in 2015 from condoned liability of the Parent
Company; and (c) increase in operating expenses by 3.5 million or 13.46% due to impairment
loss on long outstanding receivables. Since certain subsidiaries have ceased operations,
MCLSI is the only subsidiary that contributed to the revenue of the Group.

Sales and Services

The Group registered gross service revenue of 180.1 million and P143.3 million for the years
ended December 31, 2016 and 2015. The increase in revenue of £36.8 million or 25.68% in
2016 is due to additional businesses from MCLSI’s existing principal resulting to new service
contracts on its logistics and warehousing operations and clients of its new subsidiary.

Cost of Sales and Services and Operating Expenses

Total cost and operating expenses for the years 2016 and 2015 amounted to £170.5 million and
£146.2 million, respectively. The increase of £24.3 million or 16.62% is attributable to net effect
of (a) increase in delivery cost of products and services in 2016 (£20.8 million or 17.30%) which
is in proportion to the increase in sales of services; (b) increased in general and administrative
expenses of operating and non-operating subsidiaries by £3.5 million or 13.46% (increased in
representation expense by 1.5 million, decreased in professional fees by 0.2 million,
increased in personnel costs by 3.7 million, and decrease in impairment loss on long
outstanding receivables by £0.9 million, increased in rent and utilities expenses by £0.2 million,
increased in communication and supplies by 0.5 million, increased in taxes and licenses by
0.5 million and decreased in other administrative expenses by £1.8 million.

Other Income (Expenses) - Net

Other income (charges) is composed of interest income, dividend income, interest expense and
other income not normally earned from the ordinary course of business. Other income (charges)
for the years 2016 and 2015 amounted to 0.2 million and (P16.7 million), respectively or an
increase of 16.2 million or 101.20%. The increase pertains to other income which came from
condoned liability of the Parent Company. Finance cost charged by affiliated companies on the
long outstanding payable of the parent company amounting to 7.1 million for 2015. Loan
related to this finance cost was fully settled at the end of the year 2015.

CHANGES IN FINANCIAL CONDITION

2016 COMPARED TO 2015

As discussed in Note 3 to the Consolidated Financial Statements, the following companies are
included in Metro Alliance consolidated financial statement: MCLSI, CPDSI, FEZ-EAC, ZDI and
AHI. A subsidiary is an entity in which the Company has control. Subsidiaries are consolidated
from the date on which control is transferred out of the Company.

Mabuhay Vinyl Corporation (MVC) was 42.69% owned by MAHEC as of December 31, 2006. In
2007, the Company sold its 37.69% interest in MVC, retaining 5% which was reclassified to
AFS investments and ceased to be a subsidiary as of December 31, 2007. The remaining 5%
was subsequently sold in 2012.

Polymax is the Group’s special purpose entity incorporated in British Virgin Island solely for the
purpose of acquiring the petrochemical plant of NPCA which resulted in a 2006 disputed sale of
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Polymax’s 60% interest in NPCA to NPC International Limited (NPCI) and Petrochemical
Industries Investment Company (PIIC). Subsequently on August 27, 2013 the Company and
Polymax entered into a settlement agreement with NPCI, PIl and NPC to resolve the dispute.
On the basis of the settlement agreement, the previously issued 2006 consolidated financial
statements of the Company and its subsidiaries were restated to reflect the sale of Polymax’s
60% interest in the petrochemical plant.

The remaining 20% of Polymax’s interest which is valued at 450 million, which is estimated
recoverable amount from the sale of investment. The realization of the Company’s advances to
Polymax (an unconsolidated special purpose entity in 2007) and the settlement Polymax’s past
due liabilities for which the Company is jointly and severally liable, depends on whether
sufficient cash flows can be generated from Polymax’s 20% interest in NPCA, which is for sale,
and from a letter of comfort issued by the Wellex Group of Companies in favor of the Parent
Company. The consolidated financial statements do not include any adjustments that might
result from the outcome of these uncertainties. As explained in the notes to financial
statements, management’s plan is to infuse additional capital to address the going concern
uncertainty.

Assets

Cash and cash equivalents for the years 2016 and 2015 amounted to £23.3 million and #15.7
million, respectively. Increased by 7.6 million or 48.41% in 2016 is net effect of net cash
received from operating activities due to increase in revenue from MCLSI operations amounting
3.7 million, net cash used in investing activities of (P0.7 million) (amount attributable to interest
received and acquisition of property and equipment) and net cash provided by financing
activities of (P4.6 million) (amount attributable to advances from affiliates).

Receivables amounted to #109.6 million in 2016 and £92.9 million in 2015 (net of allowance
for doubtful accounts of 150.4 million and £147.0 million as of December 31, 2016 and 2015,
respectively). Net trade and other receivables went up by £16.7 million or 17.98% due to the
net effect of increase in credit sales from MCLSI operations (P20.9 million or 25.68%), decrease
in other receivables (0.6 million or 1.61%), decrease in due from related parties (0.3 million
or 5.26%) and additional provision for doubtful accounts of 3.3 million in 2016. Other
receivables represent non-interest bearing receivables from third party business partners of
Polymax that are subject to liquidation and advances to related parties. The Group reviews the
carrying amount of receivables at each balance sheet date to reduce the balance to their
estimated recoverable amounts.

Other current assets amounted to £24 million in 2016 and £24.1 million in 2015 (net of
allowance for probable losses of P12.2 million for both years 2016 and 2015). In 2016, the
decrease by 0.1 million is net effect of decrease in creditable withholding taxes (P4.7 million),
increase in input taxes (0.8 million), decrease in refundable deposits (1.1 million) and
increase in other prepayments (4.9 million). The Group reviews the carrying amount at each
balance sheet to reduce the balance to their estimated recoverable amounts.

Asset held for sale amounting to 415.4 million for both years ended December 31, 2016 and
2015 (which constitute 74% of the Group’s total assets as of December 31, 2016 and 2015,
respectively) represents advances to Polymax, the Group’s special purpose entity incorporated
in British Virgin Island solely for the purpose of acquiring the petrochemical plant of NPC
Alliance Corporation (NPCA). A decrease of #373.2 million in 2015 pertains to collections from
Polymax which is directly applied or paid to the outstanding obligations of the Parent Company
to affiliated company.

On March 18, 2006 and September 20, 2006, 40% and 20%, respectively, of Polymax’s interest
in NPCA was sold. Thereafter management decided to discontinue operations and cease
operating as a going concern and exclude the accounts of Polymax in the Group’s consolidated
financial statements. The remaining 40% interest which is for sale is valued at P900 million,
which is the estimated recoverable amount from the sale of investment.
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The realization of the Company’s advances to Polymax and the settlement of Polymax’s past
due liabilities for which the Company is jointly and severally liable, are dependent on whether
sufficient cash flows can be generated from the sale of Polymax’s remaining 40% interest in
NPCA. In this regard and to ensure the recoverability of the Parent Company’s advances to
Polymax, for which the Parent Company is jointly and severally liable, the Parent Company’s
major stockholders issued a letter of comfort in favor of the Company on September 30, 2014.

During 2014, 20% and 40% remaining interest of Polymax in NPCA was sold. To reiterate
assurance of the collectability of the Parent Company’s advances to Polymax, a comfort letter
dated April 10, 2015 was issued by the major stockholders of the Parent Company.

Available-for-sale-investments amounted to 4.8 million in 2016 and 4.9 million in 2015.
This account includes shares of stocks owned in publicly listed companies. The £0.1 million
decreased in 2016 pertains to decline in the value of shares of stock in the market. The fair
value of these shares has been determined directly by reference to published prices in the
active market. Accumulated AFS reserve amounted to 1.1 million and 1.2 million as of
December 31, 2016 and 2015, respectively.

Property, plant and equipment-net amounted to 2.6 million in 2016 and 3.8 million in 2015.
Net decrease in property, plant and equipment in 2016 by P1.2 million pertains to net effect to
depreciation charge for the year amounting to 1.8 million and acquisition of transportation and
office equipment of MCLSI amounting to 0.7 million.

The Group has no outstanding contractual commitments to acquire certain property and
equipment as of December 31, 2016 and 2015. In 2016 and 2015, the Group carried out a
review of the recoverable amounts of its property and equipment. The Group has determined
that there is no indication that an impairment loss has occurred on its property and equipment.

Other non-current assets for the years 2016 and 2015 amounted to 7.4 million and £2.5,
respectively. This account consists of intangible asset pertaining to non-exclusive software
license cost for use in MCSLI’s warehouse management system and deferred tax assets.

Liabilities

Current Liabilities

Accounts payable and accrued expenses for the years 2016 and 2015 amounted to $429.5
million and P410 million, respectively. Trade payables are noninterest bearing and have credit
terms of 30 to 60 days. Accrued expense and other liabilities mainly include accruals for
manufacturing and operating expenses, other taxes payable, advances from customers and
provisions for liabilities arising in the ordinary conduct of business, which are either pending
decision by government authorities or are being contested, the outcome of which is not
presently determinable. In the opinion of management and its legal counsel, adequate
provisions have been made to cover tax and other liabilities that may arise as a result of an
adverse decision that may be rendered.

The net increase for year 2016 by £19.5 million or 4.76% is attributable to (a) increase in trade
payables (P15.8 million) (b) payment of other current liabilities (P12.5 million); (c) accrual of
legal and professional fees, personnel cost, trucking charges, pallet rental charges, utilities and
other employee-related incentives fixed expenses of the Parent Company and MCLSI (P16.2
million).

Due to related parties for the years 2016 and 2015 amounted to £60.3 million and £56.3
million, respectively. The Group, in the normal course of business, has transactions with related
parties. Such transactions are unsecured, non-interest bearing and with no definite terms of
repayment period. The Group did not provide nor received any guarantee on its transaction with
related parties. The increase by P4 million in 2016 is due advances from affiliated companies
for working capital requirements..
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Accrued retirement benefit cost amounted to 6.7 million and 8.9 million as of December
31, 2016 and 2015. MAHEC and MCLSI has unfunded, non-contributory defined benefit
requirement plan providing retirement benefits to all its regular employees. An independent
actuary, using the projected unit credit method, conducts an actuarial valuation of the fund. The
accrued actuarial liability is determined according to the plan formula taking into account the
years of service rendered and compensation of covered employees as of valuation date. There
is no provision for retirement benefit for 2016 as the management determined that current
accrual is sufficient enough to cover retirement benefits of remaining employees. The Group
expects no contributions are to be made yet in the future years out of the defined benefit plan
obligation. The decrease by 2.2 million or 24.72% in 2016 pertains to retirements benefits
paid to its retires employees.

(i) Summary of Material Trends, Events and Uncertainties

On December 4, 2003, the Company entered into a Memorandum of Agreement (MOA) with
Polymax, whereby the Company confirmed the designation of Polymax as the acquiring
company in the proposed acquisition of the senior secured debt papers of BPC from
International Finance Corporation (IFC). Under the MOA, the Company and Polymax agreed
that (a) the acquisition of the secured debt paper would be for the account and benefit of the
Company; (b) the funding for the acquisition would be provided and arranged by the Company;
and (c) the exercise of creditor rights arising from the secured debts via foreclosure and
takeover of the assets of BPC would be directed by and for the account and benefit of the
Company. In addition, the Company would make certain advances to Polymax.

On December 19, 2003, Polymax and IFC entered into an Assignment and Transfer Agreement
(the Agreement) for the purchase by the former of the senior secured debt papers of BPC. The
Company advanced to Polymax the initial deposit of US$5 million, which was remitted to IFC for
the assignment payment, pursuant to the terms of the Agreement. On February 11, 2004, IFC
confirmed that it has received the full payment for the assignment of the senior secured debt
papers of BPC.

To partially finance the Company’s advances relating to the Petrochemical Project, the
Company obtained short-term loans from local banks (see Note 9). With the delay in the
completion of the activities and the conditions required for the Petrochemical Project, the
Company was unable to pay the bank loans on maturity dates. As of December 31, 2006, the
amounts payable to the banks totaled B866.7 million, consisting of the outstanding principal
balance of B378.3 million and finance charges of B488.4 million. In 2007 these past due
liabilities were transferred to and applied against the advances made to Polymax.

Pursuant to the Company’s plan of acquiring full control of BPC, instead of exercising creditor
rights, the Company, on April 16, 2004, entered into a Share Purchase Agreement (SPA) with
BPC, Tybalt Investment Limited (TIL), BP Holdings International B.V. (BPHI) and Petronas
Philippines, Inc. (PPI) with TIL as the purchase of the 83% interest of the foreign shareholders
of BPC. As agreed by the parties, the SPA is to take effect as of March 31, 2004, subject to
closing conditions, as defined in the SPA, which the parties have to comply with within a period
of 60 days or later if the conditions are not met.

On July 7, 2005, Polymax and BPC executed a Deed of Conveyance, transferring to Polymax
under an asset for share swap, the petrochemical plant of BPC in exchange for 85 million
common shares of Polymax with par value of US$1 per share, or a total par value of US$85
million.

On July 20, 2005, the Company, Polymax and NPC International Limited (NPCI) entered into an
SPA which provided that, subject to certain conditions, including the transfer of the
petrochemical plant of BPC free from encumbrances, NPCI will acquire 60% of the issued share
capital of NPC Alliance, Corp. (NPCA) from Polymax.

On August 9, 2005, Polymax and NPCA executed a Deed of Conveyance, transferring to
NPCA, under an asset for share swap, the same petrochemical plant in exchange for 4.8 million
shares of common stock of NPCA with a total par value of P4.8 billion, resulting in 100%
ownership interest of Polymax in NPCA.
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On November 15, 2005, BPC and Polymax executed a Deed of Assignment whereby BPC
transferred and conveyed to Polymax all its rights and interest to Polymax’s 85 million shares of
common stock, with a total value of US$85 million, in exchange for the discharge of a portion of
BPC’s secured debt, which was acquired by Polymax from IFC, up to the extent of the value of
the shares transferred. Polymax retired the said shares 10 days from the date the Deed of
Assignment.

On December 16, 2005, Polymax, NPCI, Petrochemical Industries Investment Company (PIIC)
and the Company entered into an amended SPA whereby NPCI and PIIC will purchase 40%
and 20% of NPCA'’s shares of common stock, respectively, from Polymax. In addition to the
conditions set forth in the original SPA, the amended SPA also involves advances to be
provided by NPCI amounting to US$15 million representing an advance payment which may be
used to fund the bona fide third party costs of NPCA or BPC for the recommissioning, operation
and maintenance of the petrochemical plant or such other third party cost or expenses, taxes or
duties as agreed between Polymax and NPCI.

On the same date, the Company, NPCI and PIIC entered into a Guaranteed and Indemnity
agreement whereby the Company irrevocably and unconditionally guaranteed the prompt
performance and observance by Polymax and the payment on demand by Polymax of all
moneys, obligations and liabilities which are now or at any time after the execution of the
agreement become due from or owning or incurred by Polymax under or in connection with any
of the SPA and the Shareholders’ Agreement. The Company also guaranteed that it shall be
liable for Polymax’s obligations, as if it were a principal debtor, if Polymax’s obligations are no
longer recoverable from Polymax.

On March 18, 2006, Polymax, NPCI, PIIC and the Company entered into an Agreement of
Variation (March 2006 Variation Agreement) to vary and amend the terms of the Amended and
Restated Share Purchase Agreement (ARSPA) and the Shareholders’ Agreement entered on
December 16, 2005. Under the March 2006 Variation Agreement, completion of the conditions
and conditions subsequent set forth in the ARSPA was extended to April 30, 2006. Moreover,
additional conditions that Polymax needs to satisfy prior to completion were agreed upon.

On the same date, Polymax and NPCI executed a Deed of Absolute Sale whereby Polymax
sold, transferred and conveyed to NPCI all the rights, title and interest in 19,090,000 NPCA
shares of common stock, equivalent to 40% ownership interest, for a consideration of P1.91
billion.

On September 11, 2006, Polymax, NPCI, PIIC, the Company and NPCA entered into another
Agreement of Variation (September 2006 Variation Agreement) to further vary and amend the
terms of the ARSPA and the Shareholders’ Agreement (both initially amended and varied by the
March 2006 Variation Agreement). Polymax, in accordance with its obligations under the
ARSPA, had notified NPCI and PIIC that it is aware that certain conditions will not be fulfilled by
April 30, 2006. As a result, the parties agreed to transfer to PIIC the 9,545,000 NPCA shares of
common stock prior to completion, while certain conditions will become conditions subsequent
to be completed on December 31, 2006.

On September 20, 2006, Polymax and PIIC executed a Deed of Absolute Sale whereby
Polymax sold, transferred and conveyed to PIIC all the rights, title and interest in 9,545,000
NPCA shares of common stock, equivalent to 20% ownership interest, for a consideration of B
954.5 million.

On December 31, 2006, the ARSPA Variation Agreement expired with the conditions
subsequent remaining unsettled. Nevertheless NPCI and PCII took control of the petrochemical
plant resulting in a dispute with the Company and Polymax, which considered the sale of
Polymax’s 40% and 20% interest in the petrochemical plant to NPCI and PCII as null and void.

On August 21, 2007, the petrochemical plant started commercial operations under NPCI and
PIIC.

Subsequently on August 27, 2013, the Company and Polymax (“Respondents”) entered into a
settlement agreement with NPCI, PIIC and NPC (“Claimants”) to resolve the dispute arising
from the uncompleted acquisition transactions described above.

By letter dated October 31, 2013, the Claimants informed the Tribunal that the Parties to all
three arbitrations had settled their disputes and that they wished to cease the proceedings. A
request was made, to which the Respondents concurred by letter dated November 21, 2013,
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that the Tribunal issue a procedural order to record that the proceedings be withdrawn by
agreement.

By letter dated November 22, 2013, the Tribunal agreed to make the order requested and said
that it would fix the cost of the arbitration. In response to the Tribunal’'s enquiry about the
Parties’ own legal costs and expenses, the Respondents said that no party was seeking an
order that another party should contribute to its legal cost.

The Claimants requested time to seek instructions from their clients in response to the
Tribunal’s enquiry. On October 2, 2014, the Claimants requested the Tribunal to issue Orders in
each arbitration recording withdrawal of the Proceedings by agreement of the Parties, and fixing
costs and returning the Claimants deposit against costs, following the deduction of any
outstanding sums owing to the Tribunal. It is apparent from this letter as well as the response of
the Respondent that none of the Parties are seeking an order in respect of their own cost.

It is also apparent from the Parties’ submissions to the Tribunal that they agreed that this
arbitration should be terminated and that the Tribunal should fix the costs of the arbitration.
Further, as only the Claimants have made deposits towards those costs, it is appropriate that,
after deducting from those deposits the cost of the arbitration as fixed by this Order, the balance
held by the London Court of International Arbitration (LCIA) should be returned to the
Claimants.

Leqgal cases
This has been discussed in detail in Item 3, Legal Proceedings, of this report.

(ii) Events that will Trigger Direct Contingent or Financial Obligation

Having resolved its disputes with foreign parties involved in the Bataan petrochemical project
there are no additional known events that will trigger direct or contingent financial obligation that
is material to Metro Alliance, including the default of acceleration of an obligation.

(iif) Material Off-balance Sheet Transactions, Arrangements, Obligations

There are no material off-balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships of Metro Alliance with unconsolidated entities or
other persons created during the reporting period. Completed transactions in connection with
our investment in the petrochemical project were fully disclosed in the audited consolidated
financial statements.

(iv) Commitment For Capital Expenditures
Since CPDSI has ceased operations and MVC ceased to be a subsidiary of MAHEC, the Group
has no commitment for capital expenditures.

(v) Any Known Trends, Events of Uncertainties (Impact On Net Sales / Net Income)

Since CPDSI, AHI, FEZ-EAC and ZDI have ceased commercial operations and MCLSI is the
only operating subsidiary among the Group, sales will rely solely on MCLSI's results of
operations.

(vi) Significant Element of Income or Loss That Did Not Arise From Continuing
Operations.
There is no significant element of income or loss that did not arise from continuing operations.

(vii) Material Changes on Line Items in the Financial Statements
Material changes on line items in the financial statements are presented under the captions
“Changes in Financial Condition” and “Changes in Operating Results” above.

(viii) Effect of Seasonal Changes in the Financial Condition or Results of Operations of
the Corporation

The financial condition or results of operations is not affected by any seasonal change.

Item 7. Financial Statements

The consolidated financial statements and schedules listed in the accompanying Index to
Financial Statements and Supplementary Schedules are filed as part of this Form 17-A.
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Item 8. Changes in and Disagreements With Accountants on Accounting and
Financial Disclosure

Information on Independent Accountant and other Related Matters

(1) External Audit Fees and Services

(a) Audit and related fees for Metro Alliance are 390,400 for the year 2016 and 360,000 for
the years 2015 and 2014 for expressing an opinion on the financial statements and
assistance in preparing the annual income tax return. In addition, to bring to the attention of
management, any deficiencies in internal control and detected misstatements and
fraudulent or illegal acts.

(b) Tax fees - there were no tax fees paid for the years 2016, 2015 and 2014.
(c) Other fees — there were no other fees paid for the years 2016, 2015 and 2014.

(d) Audit committee’s approval policies and procedures for the above services — the committee
will evaluate the proposals from known external audit firms. The review will focus on quality
of service, commitment to deadline and fees as a whole, and no one factor should
necessarily be determinable.

(2) Changes and disagreements with Accountants on Accounting and Financial
Disclosure

No independent accountant who was previously engaged as the principal accountant to audit
Metro Alliance financial statements, or an independent accountant on whom the principal
accountant expressed reliance in its report regarding a significant subsidiary, has resigned (or
indicated it has declined to stand for re-election after the completion of the current audit) or was
dismissed in the two most recent fiscal years or any subsequent interim period. Furthermore,
there was no disagreement with the former accountant on any matter of accounting principles or
practices, financial statement disclosures, or auditing scope or procedure.

PART lll- CONTROL AND COMPENSATION INFORMATION

Item 9. Directors and Executive Officers of the Issuer
(1) Directors, including Independent Directors, and Executive Officers

There are seven (7) members of the Board, two (2) of whom are independent directors. The
term of office of each director is one (1) year.

The current Directors and Executive Officers are as follows:

Name Age Citizenship Position and Office
Renato B. Magadia 79 Filipino Chairman of the Board and President
Lamberto B. Mercado, Jr. 52 Filipino Director
Reno I. Magadia 47 Filipino Director
Ricardo M. Dela Torre 75 Filipino Director
Nestor S. Romulo 71 Filipino Director/Corporate Secretary
Aristeo R. Cruz 50 Filipino Independent Director
Byoung Hyun Suh 58 Korean Independent Director
James B. Palit-Ang 52 Filipino Treasurer
Richard L. Ricardo 54 Filipino Vice President for External Affairs
Annabelle T. Abunda 40 Filipino Finance Officer
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Business experience during the past five (5) years and other directorships

Name

Corporation

Position

Renato B. Magadia
Chairman of the Board &
President
Filipino
79 years old
Bachelor of Science in
Business Administration
University of the
Philippines
Certified Public
Accountant
-1960

Present:

MAHEC

MAHEC

MAHEC

Philippine Estate Corp.
Waterfront Phils., Inc.

CPDSI

FEZ and ZDI

Asia Healthcare, Inc.

Acesite (Phils.) Hotel Corp.
ZetaMark, Inc.

Misons Industrial & Devt. Corp.

Previous:
The Zuellig Corporation
Mabuhay Vinyl Corporation

Chairman of the Board since 1999
President since 2001

Director since 1998

Director

Chairman of the Board/Director since
1999

Chairman of the Board since 1999
Chairman and President since 2004
Chairman of the Board, 2001-2003
Chairman and President, since 2004
Vice Chairman since 2002

Director since 1996

President & CEO, 1980-99
Chairman & CEO, 2001-2007

Lamberto B. Mercado, Jr.
Director

Filipino

52 years old

Bachelor of Laws (L.L.B.)
Ateneo de Manila
University School of Law

Present:

MAHEC

AHI, FEZ and ZDI
Waterfront Phils., Inc.
Forum Pacific, Inc.
The Wellex Group, Inc.

Director since 2003

Director, 2004

Director since 1999

Director since 1998

Vice President for Legal since 1998

Lawyer — 1991 Previous: Deputy Administrator for

Subic Bay Metropolitan Administration, 1997-98
Authority

Reno I. Magadia Present:

Director MAHEC Director since 2006

Filipino Metro Combined Logistics Managing Director since Nov. 2011

47 years old Solutions, Inc. (formerly GAC

BA, TV and Radio | Logistics, Inc.).

Broadcasting Misons Industrial & Development | Managing Director

California State Corp.

University, Los Angeles

Master’'s Degree —
Business Administration
Pepperdine University, Los
Angeles, California

Previous:

Mercator Filter Manufacturing
Corp.

Papa Securities Corp.

Vice President, 1996-2003

Head Portfolio Manager, 1993-1996

James B. Palit-Ang
Director/Treasurer
Filipino

52 years old

B.S.B.A., Accounting
Philippine School of
Business Administration

Present:

MAHEC

Noble Arch Realty &
Construction Corp.

Crisanta Realty and
Development Corp.

Philippine Estates Corporation
East Asia Oil and Mining
Companies

Previous:
DMI Construction

Director and Treasurer
Chairman and President since 2010

Chairman and President since 2008

Director since 2010
Chairman & CEO since 2005

Chief Operations Officer 2003-2004
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Aristeo R. Cruz
Independent Director
Filipino

50 years old

Bachelor of Laws (LLB)
New Era University — 2005

Certified Public Accountant
De La Salle University —
1986

Present:
MAHEC

Meycauayan College, Inc.

Cruz Altares & Associates Law

Office (formerly Cruz Castro &
Altares Law Office)

Liberty Bank (A Rural Bank),
Inc.

Independent Director since
September 11, 2015

Vice Chairman/Director from
December 2011 — present
Dean, College Department from
November 2007 — Present
Founding and Managing Partner
from July 2007 — present

Assistant General Manager from
February 2008 — present

Ricardo M. Dela Torre
Director

Filipino

75 years old

Advanced Management
Program — 1994 (Asian
Institute of Management,
Indonesia)

Masters in Business
Management — 1970
(Asian Institute of
Management, Philippines)
Bachelor of Science in
Accounting — 1963 (Ateneo
de Naga, Philippines)
Certified Public Accountant
—1964

Present

Metro Alliance Holdings &
Equities Corp.

Metro Combined Logistics
Solutions, Inc.

Previous
Banco de Oro

BPI — Family Bank

BPI — Family Bank

BPI Card Corporation
BPI/MS Insurance

FGU Insurance Corporation
Santiago Land

Ford Credit Philippines
Ford Credit Philippines
Filiol Corporation

Director since 2005

Director

Consultant, Consumer Financing
(July 2003-July 2005)

Senior Vice President (1984-2002)
Director

Director

Director

Director

Director

General Manager

Sales and Distribution Manager
Corporate Planning Manager

Nestor S. Romulo
Corporate Secretary/Director
Filipino

71 years old

Bachelor of Laws (LLB)
University of the Phils., 1970
Lawyer - 1971

Present:
Metro Alliance Holdings &
Equities Corp.

Winbank (Savings Bank)
Westmont Investment Corp
Wincorp Securities
Romulo, Serrano and
Camello Law Offices
Reyno, Tiu, Domingo and
Santos Law Offices
JP Consultancy Resources
and Management, Inc.
JMP Development Corp.
Margarita Properties, Inc.
Zuellig Distributors Inc.
Asia Healthcare, Inc.
FEZ-EAC Holdings, Inc.

Previous:
EPCIB
PCIB

Corporate Secretary since
February 2004

Director since 2005
Chairman of the Board
Chairman of the Board
Director

Partner
Consultant

Corporate Secretary
Corporate Secretary
Corporate Secretary
Corporate Secretary
Corporate Secretary
Corporate Secretary

Consultant, 1999-2000
VP and Head, Legal Services
Group, 1995-1999
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Name

Corporation

Position

Byoung Hyun Suh
Independent Director
Korean

58 years old

B.S. in Business Administration

Korea University, Seoul, South
Korea

Present:
MAHEC

Wellex Industries, Inc.
Forum Pacific, Inc.
Philippine Estates

Pan Islands, Inc.

National Unification Advisory

Council — Southeast Asia
Chapter — R.0.K

Independent Director since
November 22, 2016
Independent Director since
October 28, 2011
Independent Director since
July 8, 2011

Independent Director since
October 14, 2016

President since February 1995

President since July 2009

Richard L. Ricardo

Vice President for External

Present:
Metro Alliance Holdings &

Vice President for External

Affairs Equities Corp. Affairs since December 19, 2014
Filipino Wellex Industries, Inc. Director since 2010
54 years old Treasurer since Sept. 2012
Bachelor Science in | Forum Pacific, Inc. Director since November 11,
Management Economics 2014
Ateneo de Manila University Waterfront Phils., Inc. Corporate Affairs Officers since
2007/Compliance Officer
Acesite (Phils.) Hotel Corp. Vice President for Corporate
Affairs since 2007
Compliance Officer since 2007
Annabelle T. Abunda Present:
Finance Head Metro Alliance Holdings & | Finance Head since December
40 years old Equities Corp. 19, 2014
Bachelor of Science in | Pacific Rehouse Corporation Finance and Administration
Accountancy Manager since December 2010
University of the Philippines
- llo-llo City

Certified Public Accountant
Licensed Real Estate Broker

(2) Significant Employees

There are no other employees other than the officers mentioned in the preceding subsection

who are expected to make significant contribution to the business.

(3) Family Relationships

With the exception of the father-son relationship between Renato B. Magadia (Chairman and
President) and Reno |I. Magadia (Director), there are no family relationships up to the fourth civil
degree either by consanguinity or affinity among directors, executive officers, persons
nominated or chosen by the Corporation to become directors, or executive officers.

(4) Involvement in Certain Legal Proceedings

To the knowledge and/or information of Metro Alliance, none of the directors/nominees and
officers were involved during the past five (5) years in any bankruptcy proceedings. Neither
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have they been convicted by final judgment in any criminal proceeding, or been subject to any
order, judgment or decree of competent jurisdiction, permanently or temporarily enjoining,
barring, suspending, or otherwise limiting their involvement in any type of business, securities,
commodities or banking activities, nor found in an action by any court or administrative bodies
to have violated a securities and commodities law.

Iltem 10. Executive Compensation

(1) Summary Compensation Table — Annual Compensation

The following table lists the names of the Corporation’s Directors and Executive Officers Annual
Compensation for the two most recent years including the estimated compensation for year
2015. As observed, there was no compensation, in any form, to all Directors and key officers for
the previous years due to the Company’s tight cash position resulting from the trading
suspension from PSE and subsidiaries that have ceased operations.

(a) Summary Compensation Table — Annual Compensation

Name and Principal Position Year Salary Bonus Other
compensation

1 Renato B. Magadia 2016 - - -
Chairman of the Board and President 2015 - - -
2014 - - -

2 James B. Palit-Ang 2016 - - -
Treasurer 2015 - - -
2014 - - 20,000

3 Nestor S. Romulo 2016 - - 600,000
Corporate Secretary and Legal Counsel 2015 - - 600,000
2014 - - 600,000

4  Other directors 2016 - - 20,000
2015 - - 20,000

2014 - - 40,000

5 All directors and Officers as a Group 2016 - - 620,000
unnamed 2015 - - 620,000
2014 - - 640,000

Note: Renato B. Magadia’s management fee was waived by him until the Company gets
back to operations and became profitable again.

(2) Compensation of Directors

Except for a nominal amount of per diem amounting to P10,000 during attendance in special
meetings, there is no standard arrangement with regard to election, any bonus, profit sharing,
pension/retirement plan, granting of any option, warrant or right to purchase any securities.
There are no other arrangements or consulting contracts or other form of services with
directors.

(3) Employment Contracts and Termination of Employment and Change-in-Control
Arrangements

There is no employment contract and termination of employees and change-in control

arrangement with directors and executive officers.

(4) Warrants and Options Outstanding: Repricing
There are no warrants and options outstanding held by Metro Alliance’s CEO, executive officers
and all officers and directors as a group. There is no repricing made.
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Item 11. Security Ownership of Certain Beneficial Owners and Management
(1) Security Ownership of Certain Record and Beneficial Owners

As of December 31, 2016, Metro Alliance knows of no one who beneficially owns in excess of
5% of the its common stock except as set forth in the table below.

Title of Name, address of Name of Citizenship No. of Percent
Class Record owner and Beneficial Shares
Relationship with Owner* and Held
issuer relationship with
record owner

Common Creston Global John Torres — British 56,378,388 | 18.417%
Shares — Limited Authorized
Class B Clo #9 Cardinal St., signatory

St. Dominic Subd.,

Bahay Toro, (Designated

Congressional Ave, representative)

Quezon City

(1*' major stockholder)
Common PCD Nominee Corp. PCD Participants Filipino 42,754,223 | 13.966%
Shares — 37F Tower 1, The and their clients
Class A Enterprise Center, (see Schedule A)
16,229,110 | 6766 Ayala Avenue

cor. Paseo De Roxas,
Class B Makati City (2" major
26,530,113 | stockholder)
Common Chesa Holdings, Inc. Perlie Alpuerto — Filipino 40,500,000 | 13.230%
Shares — Unit 401 Joy Bldg., Corporate
Class A Brgy. Balingasa, Treasurer

Quezon City (3rUI major | (Designated

stockholder) representative)
Common Pacific Wide Realty & | Chona Chua — Filipino 31,498,000 | 10.289%
Shares — Development Corp. Corporate
Class A Unit 401 Joy Bldg., Treasurer

Brgy. Balingasa,

Quezon City (4th major | (Designated

stockholder) representative)
Common Forum Holdings Corp. | Ellen T. Balunsat Filipino 29,809,500 | 9.738%
Shares — Unit 401 Joy Bldg., Corporate
Class A Brgy. Balingasa, Treasurer
16,376,856 | Quezon City (5" major

stockholder) (Designated
Class B representative)
13,432,644
Common Misons Industrial and Renato B. Filipino 22,000,000 | 7.187%
Shares — Development Corp. Magadia
Class A Unit 2002 20" Antel

2000 Corporate

Center 121 Valero St.,

Salcedo Village,

Makati City (6™ major

stockholder)
Common Pacific Concorde Irene F. San Filipino 15,833,408 | 5.172%
Shares — Corp. Roque
Class A Unit 401 Joy Bldg., Corporate
6,329,500 Brgy. Balingasa, Treasurer

Quezon City (7™ major
Class B stockholder) (Designated
9,503,908 representative)

* Person designated to exercise investment power over the equity
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(2) Security Ownership of Management

As of December 31, 2016, the security ownership of individual directors, executive officers and
nominees of Metro Alliance is as follows:

Title of Class Name of Amount and Nature  Citizenship %

Beneficial Owner of Beneficial

Ownership
Common—Class A Renato B. Magadia 125,010 / Direct Filipino 0.041
Common—Class A Reno |. Magadia 100 / Direct Filipino 0.000
Common—Class A Nestor S. Romulo 1/ Direct Filipino 0.000
Common—Class A James B. Palit-Ang 1/ Direct Filipino 0.000
Common—Class A Lamberto B. Mercado, Jr. 1/ Direct Filipino 0.000
Common—Class A Aristeo R. Cruz 100 / Direct Filipino 0.000
Common—Class A Ricardo M. Dela Torre 1/ Direct Filipino 0.000
Common—Class A Byoung Hyun Suh 1/ Direct Korean 0.000
Common—Class A Richard L. Ricardo - Filipino 0.000
Common—Class A - Filipino 0.000
Total 125,215 0.041

(3) Voting Trust Holders of 5% Or More

There are no voting trust holders of 5% or more.

(4) Changes in Control

There is no change in control of Metro Alliance and there is no arrangement which may result in
change in control.

Item 12. Certain Relationships and Related Transactions

The Group, in the normal course of business, has transactions with related parties. The
following table summarizes the transactions with related parties for the year ended December
31, 2016 and 2015. Please refer to Note 14 of the Audited Consolidated Financial Statements
attached to this report for the broad discussions.

a. Due from/to related parties
The amounts due from related parties included under receivables are unsecured and
noninterest bearing advances, which have no definite repayment terms.

The amounts due to related parties pertain to advances provided to the Parent
Company to finance its working capital requirements, capital expenditures,
Petrochemical Project support and for other investments and have no definite
repayment terms. These are unsecured and noninterest bearing, except the liability to
WPI, which is interest bearing but the related finance charges are being charged to
Polymax, since the corresponding liability were obtained in relation to the
Petrochemical Project.

b. Payables for shared operating expenses
On November 30, 2011, Gulf Agency Company Holdings (BV) and the Parent Company
executed a Deed of Assignment in which the former offered to assign, transfer, cede
and convey to the latter all its rights, title and interests in and to its shares, and the
latter has accepted the offer. Accordingly, the former’s shares were cancelled on May
7,2013.

In accordance with the Deed of Assignment, it is agreed that the outstanding liabilities
of MCLSI with Gulf Agency Company Holdings (BV) referred to in the Memorandum of
Agreement dated November 30, 2012 will be honored and paid, should the latter’s
shares be sold to other persons.

The outstanding payables recognized in the books amounted to 24,875,344 and
$23,273,962 as of December 31, 2016 and 2015, respectively.
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c. Compensation of key management personnel follows:

Particulars

Short-term employee benefits

Retirement benefits

Total

2016 2015
P 9,220,800 P 8,655,149
9,220,800 B 8,655,149

There are no agreements between the Group and any of its directors and key officers

providing for benefits upon termination of employment, except for such benefits to

which they may be entitled under their respective entity’s retirement plan.

d. The related amounts applicable to the Group’s transactions with related parties are as

follows:

Amount of Transactions
Increase (Decrease)

Outstanding
Receivable/Payable

2016 2015 2016 2015
Asset Held For Sale
Advances to Polymax (special purpose
entity) - (P373,251,811) P415,410,450 B415,410,450
Due from Related Parties
Operating subsidiary
MCLSI (P250,000) (B 250,000) B - B 250,000
Entity under common control
The Wellex Group, Inc. (82,581) - 5,333,593 5,416,174
Others ( 243,190) 50,297 50,297
(B332,581) (B 493,190) P 5,383,890 B 5716,471
Due to Related Parties
Under Common Control
Waterfront Philippines, Inc.(WPI) P - (P365,933,148) P - P -
Acesite (Phils.) Hotel Corporation - 612,531) 5,627,202 5,627,202
Wellex Mining Corp. - 225,000 225,000 225,000
Gulf Agency Company Holdings (BV) 1,601,382 ( 782,481) 24,875,344 23,273,962
The Wellex Group, Inc. 7,261,349 4,684,695 34,437,525 27,176,176
Others - 4,277,971 (4,883,463) (4,883,463)
8,862,731 (B360,427,344) P60,281,607 B56,302,340
Accrued Finance Charges
WPI - (B 14,209,630) P - B -

(2) Transactions with promoters

Metro Alliance and its subsidiaries have no transaction with promoters.

Part IV — CORPORATE GOVERNANCE

Please refer to separate “Annual Corporate Governance Report (ACGR)” submitted to

Securities and Exchange Commission (SEC)
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PART V — EXHIBITS AND SCHEDULES

Item 14. Exhibits and Reports on SEC Form 17-C

(a) Exhibits
Financial Statements

» Statement of Management’s Responsibility for Financial Statements

Report of Independent Public Accountant

Balance Sheets as of December 31, 2016 and 2015

Statements of Income for each of the three years ended

December 31, 2016, 2015, and 2014

Statements of Changes in Equity for each of the three years ended

December 31, 2016, 2015 and 2015

» Statements of Cash Flows for each the three years ended
December 31, 2016, 2015 and 2014

> Notes to Financial Statements

>
>
>
>

Supplementary Schedules
Report of Independent Public Accountants on Supplementary Schedules:

Financial Soundness

Map of Conglomerate or Group of Companies Within Which the

Company Belongs (Not Applicable)

Standards and Interpretations Effective For Annual Periods Beginning
January 1, 2016

Financial Assets

Amounts Receivable from Directors, Officers, Employees, Related Parties and
Principal Stockholders (Other than Related Parties)

Amounts Receivable From Related Parties Which Are Eliminated During the
Consolidation of Financial Statements

Indebtedness of Unconsolidated Subsidiaries and Affiliates

Intangible Assets - Other Assets

Long-term Debt

Indebtedness to Affiliates and Related Parties (Long-Term Loans from Related
Companies)

Guarantees of Securities of Other Issuers

Capital Stock

VV VYVVV VY VV V¥V VYV

(b) Reports on SEC Form 17- C filed during the year of 2016:

Report Date: January 15, 2016
The Corporation submitted its Foreign Ownership Report and Number of Stockholders as
disclosed also in the Philippine Stock Exchange for the period ended December 31, 2016.

Report Date: January 15, 2016
The Corporation submitted its List of Top 100 Stockholders and Public Ownership Report as
disclosed also in the Philippine Stock Exchange for the period ended December 31, 2016.

Report Date: January 29, 2016

The Corporation submitted an update on its Annual Corporate Governance Report on the
attendance of directors on board meetings for 2016.

Report Date: April 14, 2016

The Corporation submitted its Foreign Ownership Report and Number of Stockholders as
disclosed also in the Philippine Stock Exchange for the period ended March 31, 2016.

Report Date:  April 14, 2016

The Corporation submitted its List of Top 100 Stockholders and Public Ownership Report as
disclosed also in the Philippine Stock Exchange for the period ended March 31, 2016.
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Report Date: May 3, 2016

Postponement of 2016 Annual Stockholders’ Meeting (ASM) from any day of May which is not a
Sunday or legal holiday to a later month and date which is to be announced by the Company on
its website and corresponding disclosure to PSE and SEC.

The postponement of the annual stockholders’ meeting is due to lack of material time to prepare
and finish all the necessary materials, such as but not limited to Definitive Statement, which
should be submitted before the Annual Stockholders’ Meeting.

Report Date: July 13, 2016
The Corporation submitted its Foreign Ownership Report and Number of Stockholders as
disclosed also in the Philippine Stock Exchange for the period ended June 30, 2016.

Report Date: July 14, 2016
The Corporation submitted its List of Top 100 Stockholders and Public Ownership Report as
disclosed also in the Philippine Stock Exchange for the period ended June 30, 2016.

Report Date: August 18, 2016
The Corporation reported the resignation of its independent director, Atty. Miguel B. Varela, last
August 17, 2016 due to health reasons. He subsequently died last August 24, 2016.

Report Date: October 03, 2016

The Corporation submitted its Notice of Annual Stockholders’ Meeting on November 22, 2016 to
stockholders of record as of October 27, 2016 as approved by the Board of Directors on its
meeting on September 30, 2016 with the following agenda:

Call to order

Report on Attendance and quorum

Approval of minutes of previous annual stockholders’ meeting

Report to stockholders for the year 2015

Ratification of the acts of Board and Management

Election of Board of Directors for the Ensuing Term

Appointment of External Auditors

Other business as may properly come before the meeting

Other matters

©CoNoOA~®ONE

Report Date: October 14, 2016

The Corporation submitted copies of certificates of directors and key officers on the attended
Good Corporate Governance Seminar held last October 6, 2016 at Manila Pavillion, Ermita,
Manila conducted by SEC accredited training institution, Risk, Opportunities, Assessment and
Management (ROAM), Inc.

Report Date: October 17, 2016
The Corporation submitted its Foreign Ownership Report and Number of Stockholders as
disclosed also in the Philippine Stock Exchange for the period ended September 30, 2016.

Report Date: October 18, 2016
The Corporation submitted its List of Top 100 Stockholders and Public Ownership Report as
disclosed also in the Philippine Stock Exchange for the period ended September 30, 2016.

Report Date: November 23, 2016

The Corporation reports the result of the Annual Stockholders’ Meeting and the Organizational
Meeting of the Board of Directors held on November 22, 2016 at One Café, 6" Flr. One
Corporate Center, Dofia Julia Vargas cor. Meralco Aves., Ortigas Center, Pasig City agenda of
which are:
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1. Approval of the Minutes of the Annual Meeting of Stockholders held on August 28,

2015.
2. Approval of 2015 Audited Financial Statements
3. Approval and ratification of the actions and proceedings taken by the Board of Directors

and Corporate Officers since December 20, 2014.

Election of Members of the Board of Directors for ensuing year 2016-2017
Appointment of External Auditors

Election among directors composition of the Corporation’s Committee

ook

Report Date: January 10, 2017
The Corporation submitted its Foreign Ownership Report and Number of Stockholders as
disclosed also in the Philippine Stock Exchange for the period ended December 31, 2016.

Report Date: January 16, 2017
The Corporation submitted its List of Top 100 Stockholders and Public Ownership Report as
disclosed also in the Philippine Stock Exchange for the period ended December 31, 2016.

Report Date: January 23, 2017
The Corporation submitted an advised letter on the attendance of Board of Directors on BOD
meetings for the year 2016.
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SIGNATURES

After reasonable inquiry and to the best of my knowledge and belief, we certify that the

?m:ﬁwpﬁfw é'fﬁ fport is true, complete and correct. This report is signed in Pasig

Pursuant to the requirements of Section 17 of the Securities Regulation Code and Section
141, of the Corporation Code of the Philippines, the registrant has duly caused this report to

z rjs_)lgned on behalf by the undersigned, thereunto duly authorized, in the City of Pasig on
~
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NATO B. MAGADIA
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METRO ALLIANCE

HoLoimGs & BQUITIRS CoRP.

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of METRO ALLIANCE HOLIMNGS & EQUITIES CORP. AND SUBSIIIARIES s responsible for the
peeparation and [air presentation of twe financial statements including the schedules attached therein, for the vears
ended December 31, 2006 and 2015, in accosdance with the prescribed financial reporting framework: mdicated therein, and for
suich miermal control as management dedernines is necessary to enable the preparation of consolidated fimancial statements thal are
free fram material misstasement, whether doe to froud or emor

In proparning the consobidated financial statememms, management i responsible Tor assessing the Company's abifity 1o continue &5 o
gony concem, dischosing, as applscable matiers relaied io poing concem and  wang the goang concem basis of acocundng umiless
management cither intends (o liquidate the Company or to cease operations. of has no readistic altemative but to do so

The Board of Directors 15 resporsible fof overseang the Compamy s financial repOridee process

The Board of Directors reviews and approves the consaolidited financial siafements ingluding the schediles ansched theren, and
submits the same o the stockbobders or members.

Diaz Muralle: Dahapan and Company, the independent suditors, apposmted by the stockholders has andited the consclidated financial
sigments of the Company in accordance with Philippine Standards on Auditing, and in s report to the stockholders, has
pdessed its opinion on the faimess of presentation upon completion of such audi
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INDEPENDENT AUDNTOR'S REPORT TO ACCOMPANYING FINANCIAL STATEMENTS
FOR FILING WITH THE SECURITIES AND EXCHANGE COMMISSION

The Beard of Directars

METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION
35% Floor, One Corporate Cenfer

Oirtigas, Pasig Cily

We hove expminetd the finoncial statemenis of METRO ALLIANCE HOLDINGS AND EQUITIES
CORPORATION for the vear ended December 31, 2008, on which we have rendered the attached report
dated March 31, 2007

In comphiance with SEC Fule 68, we are stating that the Company has seven hundred eighty-one {781)
stockholders owning one lundred (100} o5 more shares each ag of December 31, 2016.

VALDES ABAD & COMPANY, CPAs
BOATEL Feg, Mo, 0314

Izzwed on Movember 2, 2015, Valid unnl December 31, 2018
SEC Accreduation Mo, 0282-F, Group A

Iszued on September 19,2013, Valid wnil April 30, 2017
BIR Accreditation Mo. O8-002126-0-2014

I==ued on October 29, 2014, Valid wntil Ceiober 29, 2007

For the firm:
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FELICIDAD A, ABAD
Partner
CPA Repgistration Mo, 23154
lzzued on July 15, 2015, Valid unul April 5, 2018
TIN Mo, 123-048-248-000
PTE Mo, 5912774, Issued Date; January 5, 2017, Makati City
BOAPRC Beg. No.: 01314
ls=ped on Wovember 2, 2015, Vabid until December 30, 2018
SEC Aceredition Mo, 1356-4
lzsued o Seplember 19, 2013, Vabid until Aprid 30, 2017
BIT Accreditation Mo, 08-002126-1-2014
Tazped om Otober 29, 20014, Valid until October 20, 2007

Makati City, Philippines
bdarch 31, 217
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Muknti Cigy, Philippines Fax: (632VE1%9-|468

CDm pany E=mual: valdes.abad associates@ gmml.com international
{Frrmeriy: Valdes Abad & Assoctaies) Branches: BOAFRC Reg. No. 314 PARTHERING FOR SUCCESS
certified public accountants | Cebu and Davan SEC Accrediation No, (282-F

REPORT OF INDEPENDENT PURLIC AUDITORS
TO ACCOMPANY SEC SCHEDULES FILED SEFARATELY FROM THE
BASIC FINANCIAL STATEMENTS

The S1ockholders and the Board of Directors

METRO ALLIANCE HOLIHMNGS AND EQUITIES CORPORATION
15" Floos, Oue Corporate Center, Dona Julia Vargas Ave., cor. Meralco Ave,
Cirtigas Center, Pasig City

We have examined the financial statements of METRO ALLIANCE HOLDINGS AND EQUITIES
CORPORATION as of December 31, 2016 on which we have rendered the attached report dated March 31,
2017, Orur awdit was conducted for the purpose of forming an opindon on the basic financial stetements taken
as a whole. The applicable supplementary schedules (see table of contents) of the Company as of December
31, 2016 and for the vear ended, required by the Securities and Exchange Commission, are presented for
purposes of additional analysis and are not a required part of the basic financial statements, The information
in such supplementary schedules has been subjected to the auditing procedures applied in the audit of the
hasic financial statements and, in our opinion, is fairly stated in all material respects i relation to the basic
financial statements taken as a whole.

VALDES ABAD & COMPANY, CPAs
BOAPRC Beg, Mo 0314
Tssued on Movember 2, 2005, Valid uniil December 31, 2008
SEC Accreditation Mo, 0282-F
Issued on Seplember 19, 2013, exiended validiy untid Apnl 30, 2017
BIE. Accreditation No, 08-002126-0-2014
Issued on October 29, 2014, Valid until October 29, 2007
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Partoer
CPA Registration Mo, 25184
Tsgued on July 15, 2005, Valid until April 53,2018
TIN Ko, 123-048-248-000
PTE Mo 5912774, lzsued Date: January 5, 2017, Makan City
BOAPHRC Reg. No. 0314
[ssued on Movember 2, 2015, Vahid until December 31, 2018
SEC Accreditation No. 1356-A
Issued on September 19, 2013, extended validity until Apnil 20, 2017
BIE Ascreditation Mo, 08-002126-1-2014
Tssued on October 20, 2004, ¥Valid unnl Oclober 29, 2017
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March 31,2017
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| INDEFENDENT AUDITOR'S REPORT

The Stockholders and the Board of Directors
METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION )

357 Flpor, One Corporate Center, Dona Julia Yargas Awve., cor, Meralco Mw; N TETINAT o
Ortigas Center, Pasig City ? it ;

| - = I'.--._:.,.
| { ELCEIVED

Cipinion Lol s i i

We have audined the financial statements of METROD ALLIANCE HOLDINGS AND EQUITIES
CORPORATION which comprise the statements of financial pesition as of December 31, 2016 and 2015,
and the related statements of comprehensive income, statements of changes in equity, and statemeigs of cash
fiows for the vears then ended, and notes to the financial statements, including as summary of slg_glilcnm
accounting pnhn:u:s "

I our opinioes, the accompanying financial statements present fairly, inoall material respects, the financial
position of METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION as of December 31,
2016 and 2015 and of its financial performances and its cash flows for the years then ended in accordance
with Philippine Financial Eeporfing Standards.

Basis for Opinion

We conducted our audit in accordance with Philippine Standards on Auditing (PSAs). Our responsibilities
under those stendards are further descnbed in the dudiror 5 Responsibalities for e Audlt of te Financial
Etatements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the Philippines, the Code of Evhics
for Professional Accowntonts in the Philippines (Philippive Code of Exhics), and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidensce we have
obfained is sufficient and appropriate to provide a basis for our opinion,

Material Uncertainty Belated to Going Concern

Without qualifying our opinion, we draw attention 1o Notes 2 and 8 to the Parent Company financial
statements, which indicate that the Paremt Company has advances to Polvmiax Worldwide Limited {Polymax)
of B415.4 million as of December 31, 2006 and 2015, and on the other hand, Polymax has past due habilivies
of PUR4.7 million as of December 31, 2006 and 2015, for which the Parent is jointly and severally liable.
These factors may cast significant doubt about the Parent Company’s ability to continue as a going concem.
The realization of the Parent Company's advances o0 Polvmax and the setilement of Polymax's past dug
liahilities, for which the Parent Company is joinily and zeverally liable, are dependent on whether sufficient
cash fiows can be generated from the sale of Polymax's remaining 20% interest in NPC Alliance Corporation
and from the letter of comfort issued by the Parent Company s major stockholders in favor of the parent
Company. The Parent Company financial statements have been prepared assuming that the Parent Company
will continue as a going concem and do not include any adjustments that might result from the outcome of
these uncertainties. Management’s plan 15 to infuse additional capital o address these poing concern
uncertainiies,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our awdit
of the financial statements of the current period. These maners were addressed in the context of our audit of
the financial statements as a whole. and in forming our opinion thereon, and we do not provide a separate
opinion on these marlers,
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Except for the matter described m the Material Uncertuinty Related to Going Concern section, we have
determined that there are no key andit matters to communicate in our report.

Responsibilities of Management and Those Charged with Governance for the Financial Statemenis

MManagement is responsible for the preparation and fair presentation of these financial statements in
accordance with Philippine Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of financial statements. that are frees from material
misstaiement, whether due to frand or emor.

In preparing the financial statements, mansgement is responsible for assessing the Company’s ability to
contimue a5 & poing concern, disclosing, us applicable, matters related to going concern and using the poing
concern basis of accounting unless management either mtends 1o lquidoie. the Company or (0 ceass
operationg,; or has no realistic ahernative but 1o do so,

_ BURER
Those charged with governance are responsible for overseeing the Company’s mitl'::-‘lirn

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinieh, Reazonable assurance isa high level of azsurance, but 15 not o guarantes that an sudit conducted
secordance with PSAs will always detect a material misstatement when it exists. Misstatements can arise
from frawd or error and are considered material if, individually ot in the aggrepate, they could reasonably be
expected o influence the economic decisions of users taken on the basis of these financial statements

ok
As part of an-audit in accordance with PSAs, we exercise professional judgment and maimtain profesional
skepticiam throughout the audi, We also

{i} [dentify and assess the risks of matérial misstatement of the financial statements, whether due
to fraud or ermor; 1o design and perform awdit procedures responsive (o those risks; and to obtain
audit evidence that is sufficient and appropriate to provide a basis for the auditor’s opinion. The
risk of not detecting a material misstatement resulting from frawd is higher than for one resulting
from eror, & fraud may involve collusion, forgery. intentional omissions. misrepresentations,
or the override of internal contral,

(i} Obtain an understanding of internal coprol relevant 1o the awdn in order to design audit
procedures that are appropriate in the circumstances, bul nol for the purpose of expressing an
opinion on the effectiveness of the entity’s intermal control. In circumstances when the auditor
also has a responsibility 10 express an opinion on the effectiveness of intemal control in
conjunction with the audit of the financial statemenis, the auditor shall omit the phrase that the
suditor’s consideration of internal control is not for the purpose of expressing an opinion on the
effectiveness of the entity”s imternal conirol,

{ ki) Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management,

{iv} Conciude on the appropriateness of management s use of the going concern hasis of accounting
and. based on the audit evidence obtained, whether a material unceraingy exists related to events
or conditions that may cast significant doubt on the entity’s ability to continue as & going
concern, If the auditor concludes that a material uncerainty exists, the auditor is required to
dreaw attention in the suditor’s report to the related disclosures in the Nnancial statements or, if
such disclosures are inadequate, to modify the opinion, The auditor’s conclusions are based on
the audit evidence oblained up to the date of the auditor’s report. However, future events or
condilions may cause an entity (o cease I conbimue as 4 going concermn

(v} Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlving transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant-audit findings, including any significant deficiencics in internal control
that we identify during our aedit.

We alsn provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may be reasonably be thought 1o bear on our independence, and where applicable, related safeguards.

From the matters communicaled with those charged with governance, we determine those matiers that were
of most significance in the audit of the financial statements of the current period and are therefore the key
audit matters, We descrnbe these matters i our auditer’s report unbess Jaw or regelation precludes public
dizclosure about the matter or when, m extremely rare circumstances, we determine that a matter should not
be communicatéd inour report because the adverse consequences of doimg so would reasonably be expected
to outweigh the public mterest benefits of such communication.

Report on Bureau of Internal Revenue Requirement

Our audit was conducted for the purpose of Torming an opinion o the basic linancial stafements taken as a
whole, The supplementary information on Mote 22 1o the financial statemenis is presented for purposes of
filing with the Bureau of Internal Revenue and is not a required part of the basic financial statements. Such
information is the responsibility of management. The information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and, in our opinion, 15 fairly stated in all
material respects in relation to the basic financial statements taken as-a whole.

VALDES ABAD & COMPANY, CPAs
BOAPRC Reg. No, 0314

Issued on November 2, 2005, Valid until December 31, 2018
SEC Accreditation Mo, 0282-F, Group A

Issued on September 19, 2003, Yalid until April 30, 2007
BIR Accreditation Mo_ (08-(M2126-0-2014

Issued on Ctober 29, 2004, Valid wniil October 29, 2007

For the firm:

FELICIDAD A, ABAD
Partner
CPA Registration Mo, 25184

Issued om July |3, 20015, Valid until Apsil 5, 2018
T Mo, 123-048-24 8000
FTE Mo, 3330740, Issued Date; January 5, 2017, Makati City
BOAPRC Reg Mo 0314

Issped on Movember 2, 2015, Valid until December 31, 2005
SEC Accreditation Mo, 1356-4

Issued on September 19, 2013, Vabid until Apnl 30, 2017
BIR Accreditation Mo, O8-002 1 26-1-2014

Tssued on October 29 2014, Valid until Ogrober 20, 2007

Makati City, Philippines
March 31, 2017



METHO ALLIANCE HOLDINGS AND EQUITIES CORPORATION

PARENT COMPANY STAT L?'-'Ilzh TS OF FINANCIAL POSITION

December 31,
ASSETS 2016 2015
CURRENT ASSETS
Cash B73,4a5 1,379,343
Trade and other receivahles 194 915 200 152
Oither currend asseds T 1.B33.962 L 549 660
Total Current Assels A002,542 3.308,385
VLIV
NON-CURRENT ASSETH BY '*'- ‘:‘f‘tr ﬁ""’ ‘:‘. ue .
, =R 5 5 5
Al o e s ECENED rl e e PR
vailable for sale investy = am—— q ardl, SEEE
Investment in subsidiarie ___'1‘ . ] 18,641,504 18,640, 500
Totnl Mon-Current Assets 438,793,050 438,936,750
TOTAL ASSETS 441,795,302 441,265,135
—_—— e e
LIABILITIES AND EQUITY
CURBENT LIABILITIES
Trade and oither payables 12 186,097,150 156,087 620
NON CURRENT LIABILITIES
Due o affiliates and siockbolders 13 34,813,190 31,876,167
Retirement benefit payahle 17 G0 6ES Qe GRS
Total non-current liabilities 35, TR2.ET5 32,845 R52
EQUITY
Copital stock 14 3k, 122,449 106,122,449
Additional pard-in capital 14 3,571,923 1,571,821
Reserve for Nuetuations inavailable-for-sale mvestments 0 L0 ATT 1,204,077
Cummmuliative deficit ["HL B3V 3RT) (87,566,784}
Toal Equaty 219915367 223,331,663
TOTAL LIABILITIES AND EQUITY 441,795,392 442-1’65-!33

See Vowex fe Parerer Comrpany Fimarclal Stefemenrs



METHRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

fin Phitippine Pesal

For the Years Ended December 31, Motes 16 2015
REVENLES =
GENERAL AND ADMINISTRATIVE EXPENSES 15 3,440,272 (06120313
OPERATING LOSS (3,440,272} (106129373)
OTHER INCOME (EXPENSES)

Otther imeome 150,487 [ 6304, 558

Interest income 1475 H.aT4

Diivedend income 15,714 500

Finance cost - (7132800

Met 167676 @ 1TR05]

NET LSS BEFORE TAX {3,272 590) (1,433.H82)
INCOME TAX EXPENSE - 1963021
NET LOSS (1.272.586) (3.396.903)
OTHER COMPREHENSIVE LOSS

Unrealized gam (loss) on avadlable-for-sale invesiments g (143, 700) (1,505,683)
TOTAL COMPREHENSIVE LOSS g {3,416,296) (4,982 586)

X

Svwr Wares o Parent Company Finaacial Sieiem ey



METRD ALLIANCE HOLDINGS AND EQUITIES CORPORATION

PARENT COMPANY STATEMENT OF CHANGES IN EQUITY

{Tee Philippine Piso)
December 31,
Mabes 01h 213

CAPITAL STOWCK

Class " A" 14 183673470 183673470

Class "B 14 122 448,579 122 448 970

A0, 122 449 A6, 122,449

ADDITHONAL PAID-IN-CAPITAL 14 3571021 3.571,921
RESERVE FLUCTUATIONS IN AVAILABLE

FOR-5ALE INVESTMENTS

Balance a1 beginning of year L 1,204,077 2, TR 60

Cither comprehensive guin [Joss) d (143, T} {1505 A%1)

Balance ar end of vear i, 0641377 L 22 077
DEFICIT

Balance a1 beginning of year | (87,500, THY) (&6, 281 890

Unrecopnized prior years exocess 1ax credits - 2. 112008

Meet boss [3,272,596) {3,055 901

Balonce at end of year {90,830 3R [ BT, Sy, THY)

TOTAL EQUITY

213,331,663

e Novew ro Paresd Company Financhn! Sariemes




METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION

PARENT COMPANY STATEMENTS OF CASH FLOWS

lm Flhilippine Peap
For the Years Ended December 31, Mies 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income (lnss) (3,272 504) (1.433.882)
Adjustments for
Depreciation 15 = 2195
Provazion For doubiful accounts 15 - 208,204
Impairment loss I 183,416 4,846,111
Dividend income £1] (15, 714) (500
[nterest income L5 {14753 (6. ET4)
Operating income before working capital changes (3,006,359 3715254
Changes in assets and liabilities:
Trade and other receivahles {278,950 (173.084)
Other current assets {184,302) (466,5059)
Trade and other poynbles 4530 (15553.467)
Mt Cash from Operanng Activines {3 460,00 (128778163

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in assed held for sale i3 - 373251811

Drividends received 16 15,714 00

Interest received Ih 1475 fi,674

Met Cash from Investing Activities 17,189 371259 185
CASH FLOWS FROM FINANCING ACTIVITIES

Met changes indue to reloted parties 13 2,937,023 [360,837.631)

Met Cash from Financing Activitics 2,937,023 [380.837.631)
NET DECREASE IN CASH (S05.8TH) (456, 252)
CASH, Beginning 5 1,379,343 1,835,595
EASH; End 5 RT3 465 1, 370343

Sev NWatws io Parers Comepeany Flaancial Statements



METRO ALLIANCE HOLDINGS & EQUITIES CORPORATION

KNOTES TO PARENT COMPANY FINANCIAL STATEMENTS
December 31, 2016 and 2015

[NOTE 1 - REPORTING ENTITY i

METRO ALLIANCE HOLDINGS & EQUITIES CORPORATION (MAHEC or the Parent Company) was
meorporated in the Philippines in 1929, In [97%, the Parent Company obtained approval from the Securities and
Exchange Commuission (5EC) for the extension of its corporate life 1o another 3 vears under registration number
206, MAHEC is a holding company with business interssts i companies engaged in the manufacrure of
chemicals, petrochemical and contract logistics,

The new registered office address of the Parent Company is 35" Floor One Corporate Center, Dona Julia YVargas
Ave. cor, Meralco Ave., Urtigas Center, Pasig City.

In 2015, the SEC approved the amendment made to Article 11 of the Co oy
to the change of Company s official business address from 22™ Floor Citjhan T’

City 1o 35" Floor Ome Corporate Center, Dona Julia Vargas Ave. cor, crﬁ Hf'é élfl s
5&4!1”

fperi.

The accompanying Parent Company financial statements as of Dece
the Board of Direciors (BOD ) on March 22, 2017,

| NOTE 2 - STATUS OF OPERATIONS

21 Gining Concern ﬂ?
The sccompanying Parent Company financial statements bave been prepared assuming that the Par Ipany
will continue a2 a going cobcern. Ad of December 31, 2006 and 2015, the Parent Company has ank

advances 10 Polymax Worldwide Limited (Polymax), a special purpose ennity incorporated m Brtish Virgin
Islands, amounting o #4135 4million for both vears, relating o the acquizsition ofthe petrochemical plant of Bataan
Palyethylene Corporation (BPC ) involving a series of acguisition iransactions descnibed 1o the nexi secticn bekow,
Um the other hond. Polymax (jointly and severally with the Parent Company} has past due liabilities, including
seorued intersst and penalties, smounting to B954.7 million as of December 31, 2006 and 2015, which were
obtained to partially finance the acquisition of the petrochemical plant, resulting from the transfer of past due
Inans as discussed i ihe next paragraph,

In 2007, the Parent Company unilaterally transfemred 1o Polymas two sipnificant past due lisbilities oraling 2
866, 7 million as of December 31, 2008 that were obtmied (jomtly and severally with Polymax) o partially finance
the acquisition of the petrachemical plant, and applied these against the Parent Company’s advances to Polymax,
i order o reflect the ceonomic subsiance of the acquisition and related loan transactions,

As explained in Mote 6, the remaining 20% of Polymax's interest in the petrochemical plant is for sale. The
realization of the Parent Company's advances to Polymax and the sentlemen of the past due lisbilities carried in
the books of Polymax. for which the Parent Company is jointly and severally liable, depend on whether sufficient
cash flows can be genernted from the sale Polymax's remaining 20% interest in NPC Alliance Corporation
(NPCA) and from the letter of comfort issued by the Parent Company’s major siockholders in favor of the Parent
Company. The Parent Company financial statements do not include any adjustments that might result from the
otcome of these uncertamliss,

&2 Munagement Plan to Address Going Concern Uncerfainties

The Group, having resolved its disputes with the Iranian parties involved in the Batian polyethvlene project, will
explore new business opportunities for the next twelve months. The Group will reorganize 13 operations; evalunte
its remaining assets; review all pending legal cases; and senle and resolve its outstanding issues with other
regulatory government bodies, mcluding the Philippine Stock Exchange. The Group will assure the public that it
will look at traditionally stable indusiries or sunrise secltors m order 10 maintain strong and healthy cash flows,
iand at the same time, aspire for maximized polential exrmings.



The Group still holds 209 interest in NPC Alliance Corporation as of December 31, 2016. The Board wall discuss
how best to proceed on this remaining mvestment. Becently, the management evaluated an investment proposal
from a foreign investor for the plan of reacquiring the majoniby control of the petrochenical plant via an interim
accommodation from e forcign bank. The discussions of this proposal, however, are currently on hold, pending
the putcome of the lifting of the irading suspension of MAHEC shares at PSE

The Board has ontlined possible target business projects including investment in mining industry, provided thal
the tarpet project will pass the screenings currently being conducted by the DENR.

MAHEC"s remaining operating subsidiary, Metro Combined Logistics Solutions, Ino. (MCLSI). s steadily
growing with additional business from its existing principals. The Group is also explonng business opportunities
in the iransport feld, including computer app solutions, warehousing and cold storage: in medical distribution and
pharmaceutical business logistics, operation of hospice care and management of medical clinics, importation of
medical equipment; and also in document storage, car parking. sea travel, river ferry and airport/seaport terminal
management

Projected Plan for next |2 months:

The company has remained steadfast to regain s siatus a5 a poing concern, In line with this, several actions were
taken to conserve the company’s resources and buibd confidence for tt= business direction:

a) Commitment by the majority sharcholders of the company o guaranty the recoverable value of the
remaining “asscts for sale™ in iis books in order that the company’s equity be preserved;

Bl Accepling the settlement of disputed issues between the sharcholders of NPC Alliance Corposation and
recopnizing the resulting loss adjustments o reflect the realizable value of the invesiments of the
Company reloted to the petrochemical project;

¢} Clearning of its remaining bank obhigations o free the company from debiz;

d)  Contnucus Alings with relevant govermment agencizs;

¢} Maininining & lean organizaton to sustain its operation during he said period;

Furthermore, the majority sharcholders, which are 75% of the raded shares, have signified their inleniion o
coaduct a fender offer in the vicinity of Php 0050 per share, sathin thinty (30} davs alter the hfting of Company’s
irading suspension, i order fo pain back imvestor confidence in the Compamny,

Recupiralization of the Company to meet the Projected fnvestments in New Venture

The company has a pending application with the SEC 10 increase jis capital siock o PS5 hillion 1o be split — 80%,
Class A shares and 0% Class B shares at par valoe P1OO fo mest s propected mvestments after the tender offer.
Of this-amount, P3 billion worth of shares earmarked 1o be 1ssued as follows;

I, Acquisition of majofity inferesi in an operating mining company which 15 actively prodocing nickel and
has a capital base of P1 hillion. This company is presenily beld by the majority shareholders i joint
venture with & Chinese company. As mentioned earlier, the entry into this sector will greatly depend on
the resulis of the sereenings currenily being conducted by ihe DENE,

2. A second part of the capital increase amounting o P2 billion would be underwmitten by & Chinese Bank
to provide momentarily cash infusion 10 the company for the repcquisition of 80% NPCA shares which
were sold to NPC International, an Iranian interest, This will redown fo the company regaining 1040%
ownership of NPC Alliance Corporation, The planned acquisition will alleea the entry of a Chinese
Petrochemical company fo buy in the company up 1o T0% of the company’s restruchured equity by way
of supplying feedstock for the NPCA ethyiene plant, NPC Alliance operation has always been hampered
by the lack of feedstock brought about by nod being able to put a eracker plant from the very beginning.
While this new development was under a 4-way discussion with the concemed parties, the talks are on
hold pending the hifting of the trading suspension with the PSE,

If everything proceeds as planned, the Company 15 expected to satisfy its cash requirements 1o finance its projected
plans and mvestments in the new ventures until the 4® quarter of 2017, Furthermore. if the lifting of the trading



suspension is approved by the PSE, the Company will anmounce the plan for the proposed tender offer on the
anmual siockholders’ meeting.

o fn phe Aerount of Pliped 85 S0 S20.00 ax of

Realiza ]
Deapember 31, 2016

Aszuining that the 4-way negotiations with the Chinese bank, the Chinese petrochemical firm and the Iranians
will bog down, there are other alternatives to address the issue. In order thait this outstanding receivable will be
fully recovered, a pavment via dacion of the remaining 20%: MPCA shares held by Polymax in NPC Alliance may
be assipned to Metro Alliance, thus, making the company the direct shareholders of NPCA.

The extimated present value of the 200 NPCA shares is placed at 520 Million

Menpower Roguivemens

The Group does nol expect significant changes in the number of employees as it is sull i the stage of exploring
new bugimess opportunitics. Manpower will be outsourced if needed.

Coapritod Avwet Aoguisitiog

The Giroup wall make purchases of equipment and machines in the futire if needed especially when investrment in
rining ndustry will materialize:

2.3 Acguisiion Transaciions

Om December 4, 2003, the Parent Company entered into o Memorandum of Agreement (MOA) with Polvmax,
whereby the Parent Company confirmed the designation of Polymax as the sequinng company m the proposed
poquisition of the senior secured debi papers of BPC from Intemational Finance Corporation (IFC). Under the
Mi2A, the Parent Company and Polymax agreed that (a} the acquisition of the secured debd paper would be for
the account and benefit of the Parent Compamy; (b} the funding for the acquisition would be provided and arranged
by the Parent Company: and (¢} the exercise of creditor rights ansing from the secured debis via foreclosure and
takeover of the assets of BPC would be directed by and for the account and benefit of the Paremt Company, In
wdditron, the Parent Company would make ceram advances to Polvma.

Chi December 19, 2003, Polymax and 1FC entered mto on Assignment and Transfer Agreement (the Agreemicnt)
for the purchaze by the former of the senior secured debr papers of BPC. The Parent Company advanced o
Polymax the initial deposit of USE3 million, which was remitied to [FC For the assipnment payment, pursuand o
the terms of the Agreement. On Febraary 11, 2004, IFC confiemed that it has received the full payment for the
prsignment of the senior secured debt papers of BPC.

To partaally finance the Parent Company”s advances relating to the Petrochemical Project. the Parent Company
obaned shori=term boans from bocal banks, With the delay in the completion of the activities and the conditions
required for the Petrochemical Project, the Parent Company was unable to pay the bank loans on maturity dates,
As of December 31, 2006, the amounts payable to the banks totaled PA66.7 million, consisting of the outstanding
pringipal balance of PA78.3 million and finance charges of P485.4 million. In 2007, these past due fabilities were
urnlaterally transferred o and applied spainst the advances made to Polymax as discussed in Motz &,

Puragant to the Parent Company s plan of acquinng full control of BPC, instead of exercising credilor rights, the
Parent Company, on April 16, 2004, entered into a Share Purchase Agreement (5PA) with BPC, Tybalt Invesimen
Limited (TIL), BP Holdings Intemational B.V. (BPHI) and Petronas Philippines, Inc. (PPI) with TIL as the
purchaser of the 83% interest of the foreign sharebolders of BPC. As agreed by the parties, the SPA is 1o take
effect as of March 31, 2004, subject 1o closing conditions, as defined in the 8P A, which the parties have 10 comply
with within a period of &0 days or later if the conditions are not met,

On July 7, 2005, Polymax and BPC exccuted a Deed of Convevance, transferring 1o Polymax under an asset for
share swap, the petrochemical plant of BPC in exchange for 85 million common shares of Polvmax with par valoe
of U551 per share, or 8 total par value of US5E5 million.



O July 20, 2005, the Parent Company, Polymax and NPC International Limated (NPCT) éntered into 3 3PA which
provided that, subpect (o certain conditions, including the transfer of the petrochemical plant of BPC free from
encumbrances, NPCL will acquire 60%% of the issued share capital of NPCA from Polymax,

On August 9, 2003, Polymax and NPCA executed a Deed of Conveyance, transferring to NPCA, under an asset
for share swap, the same petrochenical plant in exchange for 4.8 million shares of common stock of NPCA willi
a total par value of P48 billon, resulting in 100% owneeship imerest of Polymax in WNPCA

o Movember 15, 2005, BPC and Polymox executed a Deed of Assignment whereby BPC transferred and
conveved 1o Pobvmax all its nights and interest to Polymax s 85 million shares of common siock, wath a woial value
of US585 million, in exchonge for the discharge of a portion of BPC's secured debt, which was acquired by
Polymax from IFC, up fo the extent of the value of the shares trransferred. Polymas retired the sapd shares 10 days
from the date the Deed of Assipnment.

Un December 16, 2005, Polymax, NPCL Petrochemical Indusinies Investment Company (PIEC) and the Parent
Company entered mto an amended SPA whereby MPCLand PUHC will purchase $0% and 20% of MPCA's shares
of commoen stock, respectively, from Pobmmax, In addition o the conditions sel forih m the onginal 5PA, the
amended 5PA also mvolves pdvances 10 be provided by NPCH amounfing fo USE1S million representing on
advance payment which may be wsed w lupd the bona Gde third party costs of MPCA or BPC lor the
recomitissinning, operation and maintenance of the petrochemical plant or such other third party cost or expenszes,
laxcs of dutics as agreed between Polymax and NPCT,

On the same date, the Parend Company, NPCL and PIIC emered into a Guaranteed and Indemnity agreement
whereby the Parent Company irrevocably and unconditionally guaranieed the prompt performance and obsgrvance
by Polymax and the payment on demand by Polymax of all meneys, obligations and lighilites which are now or
at any time after the execution of the agreement become due from or owning or incurred by Polymax under or in
connechion with any of the SPA and the Shareholders” Agreement. The Parent Company also pusronteed that it
shall be Tiable for Polymax's obligations, & if it were a principal debior, il Polvrmax®s obligations are no longer
recoverable from Polymax,

On March 18, 2006, Polymax, WPCI, PIIC and the Parent Company. entered info an Agreement of Vanation
{Muarch 2006 Yanotion Agreement) to vary and amend the terms of the Amended and Restated Share Purchasze
Apreerent (ARSPAY and ithe Shareholders” Agreement entered on December 16, 2005, Under the March 2006
Wariation Agreement; completion of the conditions and conditions subsequent sel forth in the ARSPA was
extetded o April 30, 2006, Moreover, addiional conditions that Polvmax needs to satisfy prior fo complefion

were ggreed upon.

On the same date, Polymax and NPCI executed a Deed of Absolute Sale whereby Polymax sold, transferred and
conveved to NPCI all the rghts, tile and interest in 19,090,000 NPCA shares of common stock, equivalent 1o
4% ownership interest, for a consideration of BLS1 billion,

On Seplember 11, 2006, Polymax, WPCL PIC, the Parent Company and WPCA entered inlo another Agreement
of Variaton (Seplember 2006 Varation Agreement) o further vary and amend the terms of the ARSPA and the
Shareholders” Agreement (both mitially amended and varied by the March 2006 Variation Agrecment), Polvmax,
in accordance with its obligations under the ARSPA, had notfied NPCI and PIIC that it 5 aware that certain
conditions will no be fulfilled by Apeil 20, 2006, Az a result, the pariics agreed to transfer to PIIC the 9,543 000
NPCA shares of common stack prior 1o completion, while cerlain conditions will become conditions subsequent
o be completed on December 31, 2006,

O September 20, 2006, Polymix and PIC executed a Deed of Absolute Sale wherchy Polymax sold, wransferred
and conveyed to PIIC all the nghts, title and mterest m %.545 000 NPCA shares of common stock, equivalent to
2% ownership interest, for a consideration of P954.5 million.

O December 31, 2006, the ARSPA Variaton Apreement expired with the conditions subsequent remaining
unsettled. Nevertheless, NPCI and PCII took control of the petrochemical plant resulting in a dispute with the
Parent Company and Polymax, which considered the sale of Polymax's 40% and 20% interest in the petrochemical
plant 1o MPCI and PCIL a5 null and void.

O Awguose 21, 2007, the petfrochemical plant started commercial operations under MPCT and PINC.



Subsequently on August 27, 2013, the Parent Company and Polymax entered info a Settlement Agreement wath
WPCT, PIIC and NAC to resolve fullv and finally the dispute arising from the uncompleted acquisition transactions
described above. Under the agreement, NPCL shall, among others, pay Polymas the femaining balance of the
purchase prive of the &0% NPCA shares, net of deductions agreed by the panics. Simultaneous with the execution
of the agreement, Polymax shall also sell wx WPCT an additional 20% of Polvimax’s inderest in MPCA from the
remaining 40% equirty holding in NPCA for USS8 million or its equivalent in Philippine peso. In September 2013
and Aungust 2014, the reimaining balance due 1o Polymax was paid by WCPL and the 20% interest of Polymax m
WPC A was sold o MCPI, respectively, in accordance with the agrecment.

As a result of the foregoing settlement, the arbitration iribonal issued on October 2, 2014 an order for withdrawal
of the arbitration cases (under the United Nations Commission on International Trade Law Bules of Arbitration),
which were carlier filed by the panties due to the dispute rising from their various agreements.

| NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Statement of Compliance

The Parent Company financial statementis are prepared as the separate financial statements of the Parent Company
in complisnee with Philippine Financial Eeporting Standards (PFRES} approved By the Financial Reporting
Standards Council and the SEC;

The accompanying financial statements are the Parent Company’s financial statements prepared in compliance
with Philippine Accounting Standard (PAS) 27, Conselidared and Separane Filnancial Siaremenis,

The Parent Company alse prepares and issues consolidated financial statements for the same periods, which
mnclude the Parent Company financial statements of subsidianes. As a publicly listed company, the Pareni
Company 15 required by the SEC o prepare both separate and consolidated financial statcments under full PFRS,
which are available for public use,

The Parent Company financial ststements have been prepared on the accrual basis using historical cost basis,
excepl for available-for-sale financial assels that are measured at fair value. The Parent Company financial
stalements are presented in Philippine peso, which is the Parent Company s functional and presentation currency,
Adl values are rounded 1o the neorest million, except when otherwise indicated.

The significant accounting policies that have been used in the preparation of these Parent Company financial
stalements are summanzed below, These policies have been consistently applied to all the years presented, unless
otharwise stated

3.2 Changes in Accounting Policy

New standards, amendments to published standards and interpretation to existing standards adopted by
the company effective 2016,

®  Amendmeris e PAS 16 and PAS 38 Clarification of Acceptable Methods of Depréciation and
Acrrizianion
The amendments clanfy that a deprecintion method that is based on revenue that is generated by an
activity that incledes the use ol an assel is not sppropriate for property, plant and equipment introduce 3
rebuttable presumption that an amortization method that is based on the revenue generated by an activity
that includes the use of an intangible asset s inappropriate, which can only be overcome in limiled
circumsiances where the intangible asser is expressed as a measure of revenue, or when it can be
demonstrated that revenue and the consumption of the economic benefits of the intangible asset are highly
comelated add guidance that expected future reductions in the selling price of an item that was produced
wsing an assel could indicate the expectation of techoological of commerdal obsalescence of the assel,
which, in turn, might reflect a reduction of the future economic bepefits embodied m the asset,

The amendments have no impact on the company's financial position or performance,



o Amendments o PAS 27, Eqeite Method in Separare Financial Starements
The amendmenis permit investiments in subsidiaries, jomt ventures and associnies o be opbonslly
accounied for using the equity method in separate financial statements

The amendments have no impact on the company”s financial position or performanee.

& Anngad Imiprovessents 200 22004 Cvole
Amendments io the following standards;

o PFRS 5 — Adds specific puidance in PERES: 5 for cases i which an entity reclassifies an agset
from held for sale w held for dismbution or vice verss and cases in which held-for-distribution
gccounting s disconfimued PFRS 7 — Additionsl gpuidance o clanfy whether o servicing
coniract is continuimng mvolvement m 8 transferred asset, and clanfication on offseiting
disclosures in condenzed interim financial stafements

o PAS 19 — Clanify that the high quality corporaie boods wsed in estimating the discount rate for
post-cmployvment benefits should be denominated in the same currency as the benefits 1o be pard

o PAS 3 — Clarify the meamng of 'elsewhere in the interim repont’ and require a cross-reference

The amendments have no impact of the company’s Gnancial position of performance,

o Amendmens o PAS 1, Disclosare Initiarive

The amendments address perceived impediments (o preparers exercising their judgement in presenting
their financial reporis by making the following changes: Clanfication that information should not be
obscured by aggregating or by providing immaterial information, materiality considerations apply 1o the
all paris of the financial statements. and even when a standard requires a specific disclosure, materiality
considerations do apply; clarification that the listof line items o be presented in these satements can be
disaggregaied and agpregated as relevant and additional guidance on subtotals in these siatements amwd
clarification that an entity’s share of OC1 of equity-accounted associates and joint ventures should be
presented in aggregate as single line ilenis based on whether or sot i will subsequently be reclassified o
profit ar koss; additional examples of possible ways of ordering the notes to clarify thar understandability
and comparability should be considercd when determining the order of the notes,

The nmendments have no impact on the company”s financial position or performance.

¥ Amendmenis fo PERS 10, PFRE 12 and PAS 28, Invesmieal Entivics: Applvivg the Consolidation
Exception

The amendments address issues that have arisen in the context of applying the consolidation exception
for investment entities by clarifying the following points: The exemption from preparing consolidated
financinl statementz for an intermediate parent entity i available to a parent entity that 15 a subsidiary of
an nvestment entity, even if the investment entity measures all of iz subsidiaries ar fair value; A
subsachary that provides services related to the parent's investment activities should not be conselidated
if the subgidiary itself is an investment entity; When applying the equity method 1o an associate of u joint
VETHURE, 8 AoTi-investment enfity INVEsLor in an investment entity may retain the fair value measuremenst
applied by the associale or jomt veniure (oils mietests in subsidiaries; An investment enfity measuring
all of it subsidiaries at fair valee provides the disclosures relating 1o iovestment entities required: by
PFES 12.

The amendments have no impact on the company s financial position or performance,

New standards. amendments to published standards and interpretation to existing standards effective 2016
ool vet adopted by the company,

o  PFRS 11, Accounting for Acguititions of fnfereses in Joind Opevations {Amendments to PFRS 11)
The amendment requires an acquirer of an interest in & joint operation in which the activity constitutes a
busmess (as defined in PFRS 3 Business Combinations) 1o apply all of the business combinations
accounting principles in PFRS 3 and other PFRSs. except for those principles that conflict with the

guidance i1 FFRS 11 and discloze the mivrmotion requited by PFRS 2 and other PFRS2 for busimiess
combinaticns,

The amendments have no impact on the company's financial position or performance.



e PFRS I, Regulatery Deferral Aocounix
The standard permits an entity which s -a firsi-time adoprer of International Financial Reporting
Standards 1o continue W aceount, with soine limited changes, for regulaiory defermal aceount balances
i accordance with 15 previons GAAP, Both on mdial adoption of IFRS and i subsequéent financial
slalements

The amendments only affect disclosures and have no impact on the company’s finoncial posiion or
performance,

& Amendmienis to PAS 16 and PAS 41, Agricaftere: Bearer Planis

The amendments include bearer plants’ within the scope of PAS |6 rather than PAS 41, allowang such
agscts o be accounted for a propemy, plant and equipment and measured after initial recognition on a
cost or revaluation basis in accordance with PAS 16 introduce a definition of "bearer plants’ as a living
plant that is-vsed in the production or supply of agriculeeal produce, 5 expected 10 bear produce for
mode than one period - and has a remode likelibood of bemg sold as agrculiural produce, excepd For
incideital scrap sales clanfy that prodece growing on bearer plams remaing within the scope of PAS 41,

The amendments have no impact on the company”s Anancal positon or performance,
Future Changes in Accounting Policies

The company will adopt the following revised standards, interpretation and amendments when these become
effective. Except as otherwise indicated, the Company does not expect the adoption of these new and amended
standards and interpretaiions o have a sigmificant impact on its financial satements

Effective in 2007

PFRS %, Financial Instruments {2009
PFRS 9, Financial Instruments (20100
IFES 9, Financial Instruments (Hedge Accounting and amendmenis 1o PFRS 9, PFRS 7 and PAS
39)(2013)

= PFRS 10 and PAS 28 { Amendmeni=), Sale or Conirtbution of Assets between an Investor and its
Mssocute or Jomt Venture

#  PAS 12 (Amendmeniz), Recogrition of Deferred Tax Assets for Unrealized Losses

Effective 2018
PFRS 4, Financial Iestruments (2004)
PFRS 15, Revenue from Contracts with Customiers
IFRIC 22, Foreipn Currency Transactions and Advance Consideration
PAS 7 ( Amendments), Disclosure Intistive
PFRS 15, Revenue from Contracts with Customers
PFRS 2 {Amendments), Classification and Measurement of Share-based Payment Transactions
PFRS 4 {Amendments), Applyving PFRS 9 Tinancial Instruments” with PFRS 4 Tnsurance Contracts’
PFRS 40 { Amendments), Transfers of Investment Property
Annuoal Improvements 1o PFRS (2014-2016 Cvéle)
Amendments to the following standards,
o PFRS 1 - Deletes the short-term exempuions. becouse they have now served their intended
pumpase
o PFRS 12 - Clarifies the scope of the standard by specifying that the disclosure requirements
in the standard. apply 0 an enlity"s interests that are classified as held for sale, as held for
distribution or as discontinued operations in aceordance with PERS 5 Nom-currem Asseis
Held for Sale and Disconrinved Operations
o PAS 28 - Clanfies that the election to measure at fair value through profit or loss an
tvestment in an associate or a joint venture that is held by an entity thist is a venture capital
orgamzation, or ather quahfving entity, i= available for each investment in an associate or
Joint venture on an investment-by-investment basis, upon initial recognition

Effective 2019
= PFRES 16, Lepses



Clas
Cash includes cash on hand and in hanks.

Financial Asscts and Liabilitics

Date of Recognition. The Parent Company recognizes o financial asset or o financial liability in the Parent
Company balance sheet when it becomes a party 1o the contractual provisions of the instrument. In the case of o
regular way purchase or sale of financial assets. recopmbon end derecopnition, as applicable; 1= done using
seitlement date accounting.

Inivia! Becogmition of Firancial frstrumenss. Financial instmonenis are recognized initially at fair valee, which is
the fair value of the consideration given (in case of an asset) or received {in case of a liability). The fair value of
the cotsideration given or receved 1s delermuned by reference 1o the fransachion price or other markel prices, 1T
such markel prices are nod reliably determinable, the far value of the consderation s estimated as the sum of all
future cazh payments or receipts, discounted using the prevaling market rafe of mterest for similar mstruments

with similar maturities. The initial messurement of lnancial instruments, except for those desipnated at far value
through profit and loss (FVPL), inchedes irandaction cost

Subsequent @ initial recognition, the Parent Company clagsifies 1 financial asses and habalies in the following
categonics: held-to-maturity (HTA) financial assets, available-for-sale ( AFS) investments, FVPL financial asscis
and loans and receivables. The classification depends on the purpose for which the investments are acquired and
whether they are quoted in an active market. Management determines the classification of its financial asseis ai
mitial recognition and, where allowed and appropriate, re-evaluates such designation at every reporting date,

Digtermination of Fair Value. The fair value for financial instruments raded in active markets at the balance sheet
date 15 bazed on their quoted market price or dealer price quotations (bid price for kong positions and ask prce for
shor positions], without any deéduction for ransaction costs, When current bid and asking prices are nod avanlable,
the price of the most recent fransaction provides evidence of the current fair value as long as there has sof been a
significant change m economid circumstances since the time of the ransaction.

For all other financial instruments not listed in an active marker, the fair valoe is determined by using appropriate
valuation techniques. Valvation techmigues mclude net present value. techniques, comparizon oo similar
mstruments for which market observable proces exist, options pricing models and other relevant valuation models.

Dy | Profit. Where the transaction price in a non-active market 15 different from the fair vahse of the other
observable current market transactions in the same instrument or based on a valuation technique whose variables
include only data from observable markes, the Parent Company recognizes the difference between the transaction
price and fair value (& Day | Profit) in the Parent Company statement of comprehensive income unless it qualifies
for recognition as somne other tvpe of assel. In cases where use 15 made of data which is not ohservable, the
difference between the ransaction price and mode] value is only recogrized in the Parent Company statement of
comprehensive income when the inputs become observable or when the nstrament is derecognized. For each
transaction, the Parent Company determines the appropriate method of recognizing the *day 1* profit amount,

“iagl
Financial Asseis at FVPL. Fimancial assets at FVPL include financial assets held for trading and financial assets
designated upon mitial recognition at FVPL,

Financial assets are classified as held for trading if they are acquired for the parpose of selling in the near term.
Gains of losses o irvestments beld for irading are recopnized in the Parent Company statement of comprehensive
mCome.

Finaneial assets may be designated by management at initial recognition ol FVPL, when anv of the following
CTILETEA 15 Tk

" the designation eliminates or significanily reduces the inconsistent reatment that would otherwise arize
from measuring the asseis or recognizing pains or losses on a different basis; or

" the assels are pant of a group of financial assets, financial liahilities or both which are managed and their

performance are evaluated on a fair value basis, in accordance with a documented risk managament or investrment
slralegy; or



ay the financial instrument comtaing an embedded derivative, unless the embedded denvative does not
significantly modify the cash flows or it is clear, with little or no analvsiz, that it would nof be separately recorded

The Parent Company has o financial asses at FVPL a8 of December 31, 2006 and 2015,

Loz and Recetvables. Loans and recervables are non-dernvative financial assets with fixed or determinable
pavments that are not quoted 10 an active market. They are not entered into with the intention of immsediate or
short-term resale and are not designpled sz AFS or Gnancial asset ot FVPL. Recerables are camed at cost or
armoriized cost, bess impairment in value, Amortization s determined wsing the effective mterest method.

Cash and due from related partes are included m this category,

HTM Tevestmenrs. HTM invesiments are quoded non-derivative financial asseis with fixed or determinable
pasvmicnts and fixed maturitics for which the Parent Company’s management has the positive intention and ability
to hold to maturity. Where the Parent Company sells other than an insignificant amount of HTM investments, the
entire cotegory would be tainted ond classified as AFS investments, After initial measurémient, these investments
are mensured ot amortized cost using the effective interest method, less impairment in value. Amontized oozt is
calculted by takimg into account any discount or premium on acquisition and fees that iz an integral part of the
effective inferest rate,

Giaing and losses are recognized in the Parent Company’s statemem of comprehensive income when the HTM
mvestments-are derecognized or impaired, as well as through the amortizalion process;

The Parent Company has no HTM invesiments as of December 31, 2006 and 2013,

AFE Jnvestmenis, AFS invesiments are non-derivative financial assees that are designated in thiz category or are
nod ¢lassified moany of the other categories, Bubsequent 1o initial recognition, AFS investimenis are carried at fair
villue i the Parent Company balance sheet. Changes m the fair value of such asseis are reponed in the equity
setion of the Parent Company balance sheet until the invesiment is derecognized or the investment is determined
lo be impaired, On derecognition or imparment. the cumulative gain or loss previously reporied in equity is
transfierred o e Paremt Company statement of comprehensive income. Interest carped on holding AFS
imvestments gre recognized in the Paren Company statemem of comprehensive income using effective interest
Tate.

The Paremt Company's investments i equity secunities recognized under the available-for-sale. investments
account are classified under this calegory,

Finceeiod Liafuliries

Financial Liabilities ar FVPL, Financal habilies are classified m this. category if these resull from rading
activities or derivative transactions that are not accounted for as accounting hedges, or when the Parent Company
elects to designate & financial hability under this category.

The Parent Company has oo derivaiive habilitizs oz of December 35, 2016 and 2015,

COther Financial Liokilities. This category pertaing 1o financial liabilities that are not held for trading or not
designated ot FYPL upon the inception of the lability. These include liabilities ansing from operations or
borrowings.

Financial liabalities are recognized initially at fair value and are subsequently carried at amortized cost, taking into
account the impact of applying the effective interest method of amortization (or accretion) for any related
premium, discount and any direcily anributable ransaction costs,

Included in this category are due o related parties and accrued expenses and other current liabilifies.

Depecopnition of Financial Asscis and Li

Financial Avsets, A financial asset (or, where applicable, a pan of a financial asset or part of a group of similar
financial assets) is derecognized when:

o the nghts to recerve cash flows from the asset have expired;



" the Parent Company refains the night o receive cush flows from the asset, but hos g==umed an obligation
to pay them in full without moterial delay to-a third party under & “pass-through™ arrangement; or

. the Parent Company has trapsferred s nghts © réceive cash flows from the assel and either (a) has
transferred substantially all the risks and rewards of the ssset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Parent Company has transferred its rights to receive cash flows from an asset and has neither transferred
nor retained substantially all the risks and rewards of the asset, the azset is recognized 1o the extent of the Parent
Company's contimung involvemnent in the assel.

Financial Linkilivies. A fmancial habiliny 12 derecopnized when the ebhgation under the hability 12 discharged or
cancelled or expired,

When an existing financial lability is replaced by another from the same lender on substaptially different jerms,
or the terms of an existing liability are substantially modified, such an exchange or modification is wreated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognized in profit or loss,

Impaicmeent of Financial Assety
The Porent Company assesses oi balance sheet date whether 8 finencial asset or group of financial assets i5
impaired,

Aszers Coarried af Amortized Cost, I there 2 objective evidence that an impairment loss.on loans and receivables
carried a amortized cost has been mcurred, the amount of loss is measured as the difference between the asset™s
carrving amounl and the present value of estimoted future cash flows (excluding futurs credit losses) discounted
al the financial asset’s onginal effective interest rate (e, the efféctive inferest rote computed at initial
recagnition), The carrying amount of the asset shall be reduced either directly or through use of an allowance
sccount, The amount of losz shall be recognized i the Parent Company's statement of comprehensive income.

The Faremt Company first aszesses whether objective evidence of impairment exists individually for financial
azaets that are individually sigmficant, and indwidualby or collectively for financial assets that are not individaally
significant. ITiis defermined that no objeciive evidence of impairment exists for an individually assessed financial
assat, whether significant or not, the asset &8 meluded inoa gredp of financial assets with similar credit risk
charactenistics and that group of financial assets 18 ¢ollectively assessed for impoairment. Assets that are
individually assessed for impairment and for which an impairment loss i= or continues o be recognized are nol
mncluded 1n & collective assessment of impairmeni.

If, in a subsequent perind, the amount of the impairment loss decreases and the decrease can be related ohjectively
b an event occurring after the impairmsen was recognized, the previously recopnized tmpainment loss is reversed,
Any subsequent reversal of an impairment loss is recognized in the Parent Company’s statement of comprehensive
income, 1o the extent that the carrying value of the asset does not exceed its amortized cost 81 the reversal date.,

Assets Carvied at Cost. If there is objective evidence of an impairment loss on an unguoted equity instrament that
is not carmied at fair value because its fair value cannot be relishly measured, or of & derivative asset that is linked
to and must be settled by delivery of such an unguoted equity mstrument, the amount of the loss is measured as
the difference between the assel's carmyang amount and the present value of estimated future cash Mows discounted
at the currend market rate of refurn for & samilar financial asset.

AFS Financial Assets. If an AFS financial asset is imparred, an amount comprising the difference between the
cos! (net of any principal payment and amortization) and 18 current fair vilue, less any impairment loss on that
financial asset previously recognized in the Parent Company statement of comprehensive income, is transfermed
from equity to the Parent Company statement of comprehensive income. Reversals in respect of equity instruments
classified as AFS are not recognized m profit. Beversals of impairment Iosses on debi instruments are reversed
through profit or loss; if the increase m fair value of the instniment can be objectively related 10 an event occurring
after the impairment loss was recogmized in profit or loss,



Tl i i 1% tand Ega

A financial instrument is classified as debt it it provides for a contractunl obligation fo!

. deliver cosh or another financial assel o ancther entity; or

= exchange financial assets or financial liabilities with another entity under conditions that are potentially
unfavarable o the Parent Company; or

L sanisfy the obligation other than by the exchange of a fixed amount of cash or another financial asset for

u fixed number of own egquity shares,

If the Parcnt Company does oot have an unconditional nght to-avoiud delivering cash or another financial asset o
settle its contractual obligation, the obligation meets the definition of o financial lability.

Otfsesting Financial Instrumenis
Financial azsets and fnancial habilites are offset and the wet amount & reported o the Parent Company balance

sheet if, and only if, there 5 a currently enforceable legal right 1o offset the recognized amounts and there iz an
snlennon b serthe on 4 et bagis, or o realize the azzer and senle the lability simuliancousky. This is not generally
the case with masier netiing agreements amwd theretore, the related assets and liabilitics are prescnted gross i the
Parent Company balance sheet.

Aszel Held for Sale

An assel 13 classified ag azzet held for sale when their carrving amount 5 to be recovered principally through a
sale ransaction rather than through confimung use and a zale is highly probable, Assel held for sale 1= stated ai
the lower of its carrying amount and Tair value less costs 1o sell

lnvestment in Subsidiary

A subsidiary 15 an entity, including an unincorporated entity such as a parnerslip, which s controlled by the
Parent Company. The Parent Company has control over an entity if it has the power 1o govern the financial and
operating policies of an entity so as to obtain benefits from its activities. Investment in subsidiary in the Paren
Company financial statements is camed at cost, less any impaimment in the value of the individual investment,

o Edui
Computer equipiment is stated at cost less accumulated depreciation and any accumulated impairment in value,
Such cost includes the cost of replacing part of the computer equipment at the time that cost = imewred, if the
recopmition criteria are mel, and excludes the costs of day-io-day servicing.

The initial cost of computer equipment comprises its purchase price, including import duties, taxes and any
directly atinbutable costs m bnnging the asset to 15 working condition and location for its. intended wse,
Expenditures incurred afier the asset has boen put inio operation, such as repairs, mainienance and overhaul costs,
are normally recognized as expense in the period the costs are incurred. In sinations where it can be clearly
demonstrated that the expenditures have improved the condition of the asset bevond the originally assessed
standard of performance, the expenditures are capitalized as an additional cost of computer equipment

Depreciation of computer equipment 15 compuicd using the straight-line method over the estimated wseful lives
of three vears,

The remaining useful life, residual value and depreciation method are reviewed and adjusted, if appropriate; al
each financial yvear-end to ensure that such periods and method of depreciation are consistent with the expected
pattern of seonomic benefits from the items of compuler equipment,

The carrying value of compuler equipment is reviewed for impammment when events or changes in circumstances
indicate that the carryving value may nod be recoverable.

Fully depreciated ssets are retained in the accounts until they are no longer in use-and no further depreciation
ad amoriisation i& credited or charged io current operations.

When each major inspection is performed, its cost 1s recognized in the carmang amount of the compater equipinen
as @ replocement, if the recognition criteria are satisfied.



An ptem of computer equipment is derecognized when either it has been disposed or when it s permanenily
withdrawn from use and no fwiure economic benefits are expected from it use or disposal. Any gains or osses
arising on the retirement and disposal of an item of computer equipment (calculated as the difference between the
net disposal proceeds and the camrying amount of the assct) are included in the Parent Company’s statement of
comprehensive income in the period of retirement or disposal.

Impairment of Non-Financial Assets

The carrving values of invesimeni in subsidiory and computer equipment are reviewed for impamment when
events or changes in circumstances indicate that the carmving value may not be recoverable, If any such imdication
exisiz, and if the carmnng value excesds the estmated recoverable amount, the assels or cash-generating unils are
written down to their recoversble amounts, The recoverahle amount of the asser s the greater of fair value less
costa to sell or value in nse. The fair value less costs 1o 52l 65 the amoant obtainable from the sale of an asset in
an arm’s length transaction between knowledgeable, willing parties, less costs of disposal. In assessing value in
wse, the estimated future cash Nows are discounted 1o their present valoe using a pre-tax discount rafe that reflects
current market assessments of the time value of money and the risks specific w the asser, For an asset that does
ot generale largely independent cashiinflows, the recoverable amount is determined fior the cash-generating unit
fo which the mssel belongs. Impairment losses of contimuing operations are recognized in the Parent Company’s
stalement of comprehensive moome m thoss expense catepories consstent with the function of the impaired aszet,

An pssessment 15 made ot each reporting dote as 10 whether there 1= any indication that previously recopnized
impairment kosses may oo longer exist or may bave decreased, IF such imdication exists, the recoversble amouni
i% estrmiated. A previowsly recopnized impairmient loss is reversed only if there has been a change m the estimales
used o determine the asset’s recoverable amount since the last impairment loss was recognized. 1F that is the case,
il carrying amount of the asset is increased o its recoverable amount. That increased amount camsat exceed the
carmying amount that would have been determined, net of depreciation and amorizanon, hed no owpairment loss
been recognized for the asset in prior years. Boch reversal is recognized in profit or loss. Afier such a reversal, the
depreciation charge is adjusted in future peniods to allocate the asset's revised carrying amount, less any residual
value, on g systematic basts over its remaining useiul life.

Revenue
Revenue s recognized o the extent that is probable that the economic benelits associated sath the imnsaction will
flow 1o the Parent Company amd the revenue can be measured reliably.

Dividend income is recopnized whin the nght to receive the payment is establishied.

Inierest incomiz 15 recognized as the interest accrues, toking into account the effective vield on the asset.

The determonation of whether on arrangement 15, or contams o lease is based on the substance of the arrangemment
and regquires an assessmient of whether the fulfillment of the arrangement is dependent on the wse of o specific
nzset or asseis and the armngement conveys a right 1o use the assel

Leases which do not transfer to the Parent Company substantially all the risks and benefits of ownership of the
assel are classified as operating leases. Operating lease payments are recognized as an expense in the statement
of comprehensive income on o straight-line basis over the lease term. Associated costs such a3 mainlenance and
isurance are expensed as mourred,

Retrement Benefits Cost

The Parent Company provides for estimated retirement benefits to be paid under Republic Act (RA) No. 7641 10
its permanent emplovee. The amount of retirement benefits is dependent on such factors as vears of service and
compensation,

Foreign Currency Transactions

Transactions denominated in foreign currency are recorded i Phalippine peso using the prevailing exchange rate
at the date of the transaction. Dutstanding monetary asseis and liabilities denominated in foreign currencies are
translated to Philippine peso using the prevailing exchange rate at balance sheet date. Foreipn exchange gains or
losses anising from the translation at balance sheet date or semlemem of monetary items at rates different from
those &t which they were initially recorded are credited to or charged against current operations.



Inpome Tax
Income tax for the year comprises current and deferred mcome tax, Income tax 15 recogmized in the Parent
Company’s statement of comprebensive income except to the extent that it relates to items recopnized directly in

eqguity, in which case it is recognized m equity.

Crurrent Tox

Current tox assets and habilities for the curent and prior periods are measured of the amount expecied to be
recovered from or paid to tax authority. The tax rates and tax laws used to compute the current tax are those that
arg enacted and substantively. enacted as of balance sheet daie.

Deferred Tax

Deferred income tax is provided using the balance sheet liabaity method. Deferred tax assets and liabilitics are
recognized for the future tax conzequences antrtbutable to emporary differences between the carrying amounis of
asset und labiliees for financial reporimg purposes and the amounts wsed for taxation purposes, and the carry
forwnrd tox bepefit of the net operating less carmyover (NOLCO), The amount of deferred income tax provided 15
based on the expecied manner of realization or senlement of the carrving amount of assels and Labdlities, using
tix males enacted an the balance sheet date, A deferred tax asset is recognized only to the extent that itis probable
that fupure taxable profitz will be available against which the deductible emporary differences and the carry
forward benefit of vnused WOLCO can be utilized: Dheferred 1ax assets are reduced to the extent that it 1s no longer
probable that the related tax benefit will be realized.

Related Parties

Partics are considered 1o be related if one party has the ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making financial and operating decisions. Parties are also
congidered 1o be related if they are subject to common conirol or common significant influence. Belated parics
may be individuals or corporate entities. Transactions between related partics: are on an arm’s length basis inoa
manner similor to iransaciions with non-related parties.

I FEVWRSEICTS

Provisions are recopnized only when the Parent Company has {a) & present obligation {legal or constructive) os &
result of past event; (b)Y it 15 probable {i.e., more likely than not) that an outflow of resources embodying economic
benefits will be required to settle the obligation; and (¢} a rebiable estimate can be made of the amount of the
obligation. If the effect of the ame value of mosey & malenal, provisions are deermmed by dizcounting the
expecied future cash Aows at a pre-tax rate that reflecis current markel azsesament of the time value of mosey
and, where appropriate; the nsks specific o the Labiliny, Where discounting 15 wsed, the merease in the provigion
due to the passage of time 15 recopnized as inferest expense, Where the Pareni Company expecis a provizion o be
reimbursed, the reimbursement 1= recopnized as o Parent Company assel bt only when the meceipl of the
reimbursement 15 virtually certaim.

Contingencics

Contingent liabilitics are not recognized in the Parent Company financial statements. They are disclosed unless
the possibility of an outflow of resources embodying economic benefits: is remote. Confingent assets are not
recognized in the Parent Company financial statements but are disclosed when an inflow of econonic benefits is
probable;

Post vear-end events that provide sddiional mformation about the Parent Company’s position at balance sheet
date {adjusting events) are reflected o the Parent Company s financial statements. Post vear-end evenis that are
not adjusting events are disclosed in the notes o the Parenl Company financial statements when matenal,

[NOTE 4 - CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

4.1 Use of Estimates and Judgwrent

The preparation of the Parent Company's financial stitements m conformity with PFRS requires managemenl o
make cstimates and assumptions that affect the amounts reporied n the Parent Company’s financial slatemenis
and aceompanying notes, The estimates, judgments and assumptions used in the accompanying Parent Company’s
hnancial statements are based upon management’s evaluation of relevant facts and circumstances as of the date
of the Parent Company's financial statements, Actual resulis could differ from such estimates. Future events may



pcur which will cause the judgmenis and assumptions used m-arriving ai the estimaies to change, The effecis of
any change in judgments and cstimates are reflected in the financial statements o5 these become reasonably
determinable,

The estimates and underlying sszumptions are reviewed on an ongoing basis, Revisions (6 aceounting esiimisles
are recognized im the penod in which the estimate 15 revised if the revision affects only that peniod or m the perod
of the revision and future periods if the revision affects boih current and future periods.

Extimoted Allowance for Dowbifid Accownss and Probable Losses

The Parent Company reviews the carrying amounts of dus from related parties, creditable withholding taxes and
input taxes (classified os other current assets) as well as sdvances 1o Polymax (usder asser beld for saled af each
balance sheet date and reduces the balance of these assets o their estimated recoverable amounis

Creditable withbolding taxes and inpul taxes codaling 12,151,929 and P12,059,591 a8 of December 31, 2016 and
2015, respectively, were provided with P10,558 918 allowances for probable losses a5 of December 31, 2006 and
2015 (=ee Note T).

Advances to Polymax {under asset held for sale} amounting 1o #4154 million as of December 31, 2006 and 2015
constimte 94% of the Parent Company’s total assets at the end of 2016 and 2015. The realization of the Parent
Company’s advances 10 Polymax and the setilement of the past due liahilities carried in the books of Polymax,
for which the Parent Company 15 jointly and severally hable, are dependent on whether sufficient cash flows can
be generated from the sale of Polymax"s remaining 20M6 interest in NPCA and from the letter of comfort issued
by the Porent Company s major siockholders in favor of the Parent Company (see Mot B

Extimorted Lveful Life and Residual Value of Compater Equiprenl

The Paremt Company estimates the useful life and residual value of its computer equipment based on the peniod
over which the asseis are expected to be available for use. The Parent Company reviews annually the estimated
uscful life and residual value of computer equipment based on factors that melude azsset ubilizaton, miermal
technical evaluation, technological changes, and anticipated use of the assets, 11 iz possible that fulure resuliz of
operations could be materially affected by changes m these estimaizs brovght abour by changes in factors
mentioned. A reduction in the estimated useful life of equipment would imerease depreciation expense, while an
increase in the estimated vseful lives would decrease depreciation expense. As of December 31, 2006 and 2015,
equipment, net of accumulated depreciation, amounted to nil for both years and tofal depreciation expense charged
i operations amounted o P - in 2006 and B2,195 in 2015 {sec Mote 11}

Aszsel Impreriiient

The Parent Company assesses the impairment of assets whenever events or changes in circumstances indicate that
the carryving amount of an asset may oot be recoverable. The Parent Company has determined that the carmving
values of its investmend i subsidiary amounbing b P29, 335805 as of December 31, 2016 and 2013 are no
impaired {zee Mote 10}, Compater equipment is also not impaired {see Mote 11

Fair Value of Finaneial Asset and Financial Liabilities

The Parent Company camies certain financinl assets and financial liabilities at fair value, which requires the use
of accounting estimates and judgment. The significant components of fuir value measurement were determined
uzing verifiable objective evidence (Le.. quoted market prices, inferest rates). In the caze of those financial assels
and financial liabilities thot have no active markets, for values are determined wsing an appropriate valuation
technique. Any change in fair value of these finoncial assets and habilities would affect profit or loss and eguity,

The recoverable amount of AFS investments with available market prices was determined bosed on quoted bid
prices. AFS invesiments amounted to 84,742, 100 and #4885, 800 az of December 31, 2006 and 201 5, respectively
{see Mote Q).

Realizahility of Deferved Tax Assets

The Parend Company reviews the camyving amounis of deferred meome 1axes ot each balanee sheer date and
reduces deferred income tax assets (DTA) 10 the extent that 31 i3 no longer probable {or recognizes DTA 1o the
extent that it is prohable) that sufficient taxable profit will be available to allow all or part of the deferred income
fax assets 10 be unlized.

The Parent Company did not recognize deferred income fax assets on deductble temporary difference (seoroed
retirement benefits cost] and unused MOLCO totaling #17.5 and £17.6 million as of December 31, 2006 and 2015



respectively, because management believes that the Parent Company may not have suflicient future taxable profits
available 1o allow ubilizabion of these deferred income X assels (see Mote 18).

Classification of Finpncial Instviaments

The Parent Comipany classifies a financial instrument, or its component pards, on mibal recopnition, a8 a fmancial
aszet,a financial liability or an equily insrrument in accordance with the subsiance of the contractual arrangement
and the definitions of a financial assei, financial liability or an equity instrument. The substance of finencial
instrument, rather than its legal form, governs its classification in the Parent Company’s balance sheet.

The Parent Company determines the classification at initial recognition and reevaluates this designation at every
financial reporting date.

Cor{ Frgmies

The Parent Company 18 currently involved in various legal proceedings, which are normal toits business as
discussed in Note 21, The Parent Company’s estimate of the probable cosis for these proceedings and resolution
of these clams have been developed in consuliation with ouiside counsel handling the prosecution and defense of
these cazes and 15 based upon an analvsiz of potental rezulis: The Parent Cormpany and itz legal counsel believe
that these legal proceeding will not bave a matenial adverse effect on the financial stalements, Tt is possible,
however, that changes in estimates relating 1o these proceedings may matenally affect resulis of operations.

|NOTE 5 - CASH

Ag of December 31, the aceount consists of the following

Particulars 2016 20135

Py cash 25000 25,0060
Cash in bank B4R 405 [.154 343

Toaal B73.465 1,379,343

| NOTE 6 - TRADE AND OTHER RECEIVABLES

Ax of December 31, the account consists of the following

Particulars 16 2015
Advances to officers and employess: P 44,915 P 46,382
Advances to subsidinries 147,998,473 147,213,743
Total 148,043 388 147,963,125
Less: Allowance for impairment (147,748,473} {147,663,743)
Total P 04015 B 299,382

A reconciliation of allowance for impaimment of receivables is shown below:;

Particulars 26 2015

Balance at the beginning of the year B 147663, 743 B 142717632
Provigion for impairment of receivables B4,730 4.596.111

Balance at the end of the vear # 147.748473 B 147,603,743




| NOTE 7- OTHER CURRENT ASSETS

This accoam conzisis of:

Particulars 2016 2015
Creditable withholding taxes P 1,721,700 P 7,721, 70
Input taxes 4,430,229 4.337.891
Prepaid income gy 145,977 148 987
Prepaid expense 91,904 =
Deferred MCIT A0 -
Total 12,392 880 12,208,578
Less: Allowance for probable losses (10,558, 918) [10.358.918)
Wet realizable value £ 1,833,962 P 1,644 Aibil

|NU‘!'F. 8 - ASSET HELD FOR SALE

Azzet held for sabe amounting to P415410450 a8 of December 31, 2006 and 2015, which constinues 94%, of the
Parent Company’s total assets as of December 31, 2006 and 2015, represents advances 1o Polymax, the Parent
Company’s special purpose entity incorporated i British Virgin Islands solely for the purpose of scquinng the
petrochemical plant of NPCA as discussed in Mote 2,

O March 18 and Sepiember 20, 2006, Polymax's interest m NPCA of 40% and 20%, respectively, was sold.
Thereafler, management decided to discontinuee operations anid ceased operaling as a going concern, The
remaiming 40 miberest of Polymax m NPCA, which is for sale, is valued o PROD million, which is the estimaned
recoverable amount from the sale of the imvestment. The realization of the Parent Company s advances to Polymax
and the setilement of Polymax's past due liabilities related to the asset for sale, for which the Parend Company is
jointly and severally liable, are dependent on whether sufficient cash flows can be pencrated from the sale of
Polymax's remaining 20%interest in NPCA. which is for sale. In this regard and o ensure the recoverability of
the Parent Compiny's advances 1o Polymax, the Paremt Company”s major stockholders isswed a letter of comforn
m favor of the Parenl Company on Seplember 30, 2014,

During 2014, 20% of the 40% remaiming imterest of Polvmas m NPCA was sold. To reterate assurance of the
collectability of the Porent Company”s advances to Polymax, a comfort leier dated April 10, 2005 was issued by
the major stockholders of the Parent Company,

Cht December Lo and 22, 2015, the Company was able to collect advances from Polymax amounted to B300million
and F73million respectivily.

Condensed unaudited financial information of Polymax as of December 31, 2015 and 2014 prepared on the
hguidation hasis of accounting is shown in the table below.

Particulars 2016 2015
Assets
Cash and cash equivalenis ¥ 130,466, 060 # 150 S, ()
Azgets held for sale 347,710,000 347,720,000
Due from related partics 157,433,309 157,433,309
Total assets 636,119,169 (36,119, 360
Liabilities
Liabilities related to asset held for sale 608446 094,668 446
D to Metro Alliance Holdings and Equities Corp 415,410,450 415410430
Cber payable 459,030,000 49,030,000
Total liabilitics 1. 459, 108, 8% 1,459,108 890
Capital deficiency #11989.527 P B22.08% 527




Assets held for sale of Polymax pertains to the estimated recoverable value of Polymax’s remaining 20% interest
in NPCA,

Due from related parties of Polymax represents amount due frodn the Wellex group of companies.

Liabilities related fo asset held for sale of Polymax pertain o past due liabilities, which were obtained to finance
the purchase of 100% ownership interest in NPCA. The Parent Company is jointly and severally liable with
Polymax with respect 1o these past due labilitizs,

Polymax's share m the net loss of NPCA amounted o P172.4 mallion i 2006 and P20E.2 million an 2015;
however, this was not recopnized in both vears 5o that the cormang value of Polymax's investment in NPCA will
not fall below its estunated recoverable value from =ale of #450 million,

NOTE 9 - AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale mvestments consist of investment m shares guoted inthe bocal stock exchange.

Particulars 2006 2015
Al poopisIon cos ¥ 3,081,723 P 36RLT2I
Cumulauve fair valoe gain (koss) — ih equity 1060377 1.204 077
Total F 4,742,100 P 4 RE5_ROD

The reconciliation of the carrving amounts of investments 15 os follows:

Partculars 2016 015
Beginning balance F 4 BRSHOD B 6471453
Additions - -
Dhisposal 5 .
Fuir value guin (143,700 (1.5R5.603)
Total B 4,742,100 B 4ER5 R0

Movemenizs in the net unrealized gain {loss) on available-for-sale financial assets are as follows:

Particulars 2016 2013
Begmming balance BOoL204077 B 2.7R9.760
Reclassification adjustmen . -
Fair value gain (loss) (43700 (1,385.683).

Total £ LO0603T7 # 124077




[NOTE 10 - INVESTMENT IN SUBSIDIARIES

Ag of December 31, the account consists of the following:

Particulars

Unlisted shares; carmied at cost
Asia HealthCare [nc. (AHI)

Consumer Products Distribution Services, Inc. (CPDSI)

Fez-Eac Holdings Inc. (FEZ)

Metro Combined Logistics Solutions, Inc (MCLS1)

Luellig Distribwtors Inc. (£ )
Toal
Less: Allowance for impammen

Met realizable valus

2016 2015
B D000 B HLG00
540,335,805 540,335 803
30,000,000 30,000,000
15,640,500 | & 640,500
S0, R0 (B0 541,000 (30
647,976,305 #47.976,305

(629335805 (629.333.305)

BOIE640.500 B 1640500

Deetails ol ihe Company”s Bubdidiaries and the related movement in invesiments are as follows:

Description of Percentage of Cwnership

Interest
Sub=idianes Principal Activaty Shares held 2016 2015
Trading and pharmacy
AHI MARAEEmEnt 0% Bl%s e
Impostation/Thsiributor of
CPDE] Polypropyvlens 1K T 10K
FEZ Trading and distribution 10k THHIS 100
MCLS] Cutside logisti provider F1%% 51% ] 5
2Dl Trading and distribution TR 1M 1007

|N{.'ITE 11 -COMPUTER EQUIPMENT

Movements of computer equipment are shown below,

Particulars 2016 2015
Cost 84,545 B4.545
Beginning balance - -
Additions - =
Drisposals # -
Ending balance 84,545 84,543
Accumulated Depreciation
January 1 B4 545 82350
Depreciation - 2195
[Mhsposalz = =
Drecember 31 84,545 B4 545

MNet Book Value




[NOTE 12— ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

This gccount consists of:

Particulars Zil6 2013
Accrucd expenses BI85, 775,691 B 1ES 76N E43
Chiheer lighilities 321,459 37776
Total F 186097150 # 1E60RT619

CHher abilioes pertam 1o pavable 1o government agencies,

The Paremt Company has labilines ansing in the ordinary conduct of business, which are either pending decision
by the government authonities or are being conlested, the oucome of which are not preséntly determinable. In the
opinion of management and s legal counsel, adequate provisions, which are recorded as part of acerued expenses,
have been provided m the Tnancial statements to cover liabilities that may arise as a result of an adverse decision
that may be rendered,

Provisions relate o pending clams jomtly and severally against the Parent Company and Polymax and pending
claims and tax assessment solely against the Parent Company. The information usually required by PAS 37,
Provisions, Contingent Lichilities and Contingent Assets, is not disclosed on the grounds that it may prejudice the
outcome of these claims and 1ax assessments,

| NOTE 13 - RELATED PARTY TRANSACTIONS

i, The significant ransactions with related parties arc as follows:

Amoant ol Transacibons Crutstanding
Particalars Incrense | ecrease) _ HeceivablePayable
2lh 015 Hilh X135

Drue from Relatel Parties
Dperariag swhridiary

MUCLS] P - Ly [ 250 (MY} P 230, 0 P 2500000
Fariay under commer oo
The Welles Group, Ine. - ELERILE s

F . P 133 EE 250, 1 P 230.LKHE

Adlvanees [ Asser Held for Sale)
Polymax [spevinl parpose enlsty] E P F F
(Muote K] = (AT RN 415410450 41541045

Due to Related Parties
Wazerfrni Phalippines, Inc. (WPI)
1365501 140) -
Agsate { Fhills ) Hotel Comparaiion

(BE2,531F SA2T. 101 S5,R2T 2
Wellex Minirg Com - 225 (K] 225 ) 225 CKHY
The Wellex Group, Ine AL LY R ERREO2] AT AIS ¥1,472. 502
Fhilippine Estate Comp [ 28,1y - 25 {HH}
i F e paretivs
Sickhokdom: - -
Others . - (5.476.536) (54T6.536)
F P F F
2937023 1!-5'-‘=1 1558 Hél&.l!‘ll 3] 470,167
Accrued finance charges
Wasterront Fralippires, Inc. (WP F B F F
. {14.208,6900) -

Due from related parties pertains o unsecured and nominterest bearing advances granted by the Parent Company
io related parties, which have oo fixed repayment lerms



The amounis due @ related partics pertain o unsecured and noninteresd bearing advances provided 1o the Parent
Company to finance its working capital requirements, capital expenditures, Perrochemical Project support and for
oiher investments and hove no definite repayment terms. Due to WP periams 1o inferest beanng sdvances o the
Parent Company to support its working capital requirementz and Petrochemical Project. These advances bear 2%

inicTest por annum.

In 2016, the Parent Company was not able to collect advances from Polymax Worldwide, Limited

b. The Parent Company has no compenzation to key management personnel in 2016 and 2015.

iNﬂTE 14 - CAPITAL STOCK

a. The Group’s capital stock as of December 31, 2006 and 2005 consists of the following common shares:

Purticulars 2016 2015
Awnthorized
T20, MWL shares are considered as Class A af ']
par value per share F T T 20, T
ARMINKLOO0 shares ane conssdered ad Class A an P
pirr walue per share 800, AR, L
P 1200000000 P 1200000000
Issued and Ouistanding
183, 673470 Class A shares &t PL par value per shore” P 183673470 F T 675 AT
122 448479 Class B shares ai P par value per shore 122,445 979 122,448,979
F 06112440 P 306, 122,845
Aubditional Paid-in Capital P 3571921 F 1571921

The two classes of commen shares are identical inall respects, except that Class “A” shares are restricied to
Philippine nationals and the 1o1al number of Class “B" shares is limited 1o two-thirds of the total outstanding Class

“A" shares,

b, O July 25, 2003, the Group's stockholders approved the incresse i suthorzed capital stock from
1.2 Billion consisting of 1.2 billion shares to 5 billion consisung of 5 billion shares, both with par value
of P1 per share, However, the increase was held in abevance because of the dispute in the acquisition of
the Petrochemical Project, which was settled in 2013 as discussed in Note 2.

| NOTE 15 - GENERAL AND ADMINISTRATIVE EXPENSES

The details of general and adminisirative expenses are shown below.

Particulars 2014 2013
Entertainmeni, amusement and recreation B 1,123,052 # JE8 976
Personnel costs 756,357 541 869
Professional foes §35.333 El3429
Impairment loss 183426 4,946,111
Rent and utilines 252,000 252 000
Communication and supplies 63,175 97811
Taxes and licenses 25,549 23,311
Bad debis expenze - 208,204
Depreciation (Mofe 9) - 2,195
Oihers 101280 357827
Total B 3440272 # 10612933




Expenses classified as others pertains to various expenses such as printing, bank service charge, notarial fee,
postape and delivery, trainings and seminars, ransporation and fravel, membership dues and fuel and o4l

|NI‘JTE 16 = INCOME TAXES

The reconciliation of the income tax expense computed at the statutory tax rate with the income tax expense shown
in the Parent Company statements of conmprehensive income is as follows:

Parficulars Il 2015

Net boss P32 se6) P (LA33882)

Additions 1o (reduction m} incogme 2 resuling from s effects of

Mon=teductible expensio and bpases - 3035714
lmpeairment loss of peceivabics IR3 416 4,246 111
Interest inconse sulbjoted 1o final tax (1,475} (6574}
Inkerest expense subject o ceiling - 2535
Mon-deductible dividend income {15,714} [S0Hbp
Income tax due = b |
Prior yeir's exoess &y crodins - F,963 021
Income tax due P e =

a, Deferred income tax assets of P5,343.219 and B5.259.254 as of December 31, 2016 and 2015, respectively,
hive not heen recognized on deductible temporary difference and carry forward benefits of unused NOLCO as
shown below, as management belicves that the Parent Company may not hove sufficient taxable profits or fax
liakilities against which these temporary differences and NOLOO may be utilized.

Particulars 2016 2015
NOLCC FoloR41654 £ 16661160
Accrued retrement benefits cost Bh9 GRS UHs 68 5
Total FOI17H1L33% B 17630545

NOLCO can be cloiimed as deduction from regular taxable income as follows:

Year
Year Incurred Expiring P} ] ___ 2015

202 2015 . 3,276,268
2013 2016 2825865 2E25.RAS
2014 2017 13,835,295 13,835,205
2016 e 3,006,359 -

19,667,519 19,937 428

Less: Expired NOLCO 2825865 3276268

Taonal P 16841654 B 16661160




NOTE 17 - ACCRUED RETIREMENT BENEFITS COST

The Parent Company”s retirement benefit oblipation under BA Mo, 7641 amounted 1o B960, 685 ad of December
31, 2006 and 2015, respectively, The accrued retirement benefit cost is determined based on the number of vears

of service rendered and compensation of a covered employee.

Movement of accrued refivement benefits cost 15 shown below,

Particulars

2014

NS

Present value of benefit obligation
Current service cost

BODAOGRS B GHDARS

Liability recognized in the balance sheet B 969,685 # 969685

Mo provizion of additions] renrement benefincost was made during the yvear.

| NOTE 18 - FINANMCIAL ASSETS AND FINANCIAL LIARILITIES

|

The following 1able summanzes the carrying and fair valwes of the Parent Company s financial assets and financial

Iabilities &2 of December 31, 2006 and 2015

Farticulars 2016 Ll B
Corrying Yalue  Fair Value Carrying Value.  Fair Walue

Financial Assets
Cash ET3 465 E73, 465 1,370,343 1,37T3a03
Dze from reluted parties 250,00 254,001 250,000 250000
AFS investments L ATLIN0 4742100 4BSSEO0 435800

5,865,565 5,805,565 515,143 6,515,143
Financizl Lisbilities
Dhee vo related parties 34,813,190 A4E15,1 31876168 31,876,168
Arcrued expenses and other current
lighilities 185, 775,641 TH5, 775,641 1857640843 185,769,543
Toanl 110,588 ER1 217,646,011 217440001 217,546,011

The following methods and assumptions were used fo estimate the foir value of eoch class of financial instrumen:

for which it 12 practicable 1o estimane such vajue:

Current Financial Assets ang Firomeial Liakifities

Due o the shon-term nature of the ransactions, the cammving values of cash, due from (to) related parties and
accrucd expenses and other current liabilities approxmate their far values,

AFE fnvesimenis

The fair values of AFS investmentz, which are publicly traded instroments, are bazed on quoted bid prices

.....

The Parent Company’s principal Gnencial instruments consist of cazh, due from related parties, AFS invesimenis
and due to related parties. The main purposs of these financial mziruments 15 10 finance the Parent Company's
operations. Other financial liabilities consist of accrued expenses and other current habalities, which anse directly

from: the Parent Company's operations,

The main risks arising from the Parent Company®s financial instruments ase credit fsk and Nquidity sk, The
BOD reviews and approves the policies for managing these risks which are summarized below,



Cregdi Rish

It iz the Pareni Company's policy to require all concemed related parties io comply and underge s credii
verification process with emphasis on their capacity, character and willingness o pay, In addition. receivables are
closely monitored so that exposure to bad debts is minimized.

The Parent Company’s maximum exposure 10 credit risk periams o

Particulars 6 2013
Cash F BTI 468 # 1379343
Dz from reloted pariies 250,000 250,000
Total P 1123465 P 1629343

The table below présents the credit quality of financial asseis and an analvsis of past dee accounts,

016
bedim Past due but
Particulars High Grade Lirade not impaired Total
Cash » 873,465 x : E73.465
Drae from related parties 5000 —— s e * 250,000
Total P 1,123,485 = - 1,123 465
2015
Past due bui
Particulars High Grade Medium Grade nod impaired Total
Cash & 1,379.333 - = 1.37%,343
Due from related parties 250,000 £ = 250,000
Total P 1,629,343 - - 16248343

The credit quality of receivables = managed by the Group using imternal credit quality ratings. High and medum
grade accounts consist of receivables from debtors with pood financial standing and with refatively low defaults.
The Group constantly monitors the receivables from these customers in order to identify any sdverse changes in
credit quality, The allowance for doubtful accounts is provided for those receivables that have been identified as

mndividually impaired.
The risk on cash i= minimal as the Parent Company deals only with reputable banks with strong credil ratings,
Dwe from related parties are high grade sccounts that are due from relaied parties with good Anancial standing,

Liguidiry Risk

The Parent Company's objective is o maintain a balance between flexibility and continuity of fundimg. However,
becauze of past due liabilities for which the Parent Company i3 joinily-and severally liable, the Parent Company’s
aceess 1o funds has been limited to those of ils related parties in the form of advances. Current working. capital
requirements wall contimoe i be sourced from short-téerm loans and advances from related parties.



20146

O Within 1 hore than 1
Particulars [kemand ¥ er ¥ eir Tatal

Cash * K73 AG5 . - RT3 465
Trade and other receivables 394,015 - 184015
Sutmolal B73.463 294,915 - 1,168,580
AFS investment - - 2742, 10H 4,742 100
Total o B73.4635 2948158 4742100 3,910,480
Dhae 10 related parties - = 4813100 BRI ERLN
Accounts pavable and aeenesd

CEPENEES - 18R 97,150 - 186,057,150
Toital F - 156,087,150 34,813,150 220,010 3401

2015 )
{in Within 1 More than |
Particulars _Demand Year Wear Todal

Ciash r 1378543 - . 1AT9.340
Trade and ather receivables - 255,352 - 1250382
Subial 1,379,543 299,382 - 3,678,725
AFS invesiment - - 4 BHS B0 4.BB5. 504
Totul r 13749343 299,382 4 BR5.EM H.564,228
Diee to relmied parties - - BTG 6T 31876067
Accounts payahbe and acerwed

EXPIElEEs - 186,087,620 - 156087 620
Tioaal r = 126,087,620 31, 875167 217,963, TRT

The Parent Company's due to related parties and accrued expenses and other current Liabilities are payable in Jess
than one vear.

|NOTE 20 - CAPITAL MANAGEMENT

The primary objectives of the Parent Company’s capital management are to safepoard the abibity of the Paren
Company to continue as a poing concem aod o mamtamn . capiial structure thal supportz 0z busmeszs, The Paren
Company manages its capital structure in light of changes in sconomic conditions and in close coordmation with
its major stockholders and other related panties by making adjustments on pavmenis to ils related parties and
issuing new shares.

The BOTY has overall responsibility for monitoring capital in proportion 1o risk. Profiles for capatal rabios are sel
in the light of changes in the Parent Company’s external eovironment and the nsks underdving the Parent
Company’s business, operation and mdustry,

The Parent Compeny delimes capital 25 paid-in capital siock, additional paid-in capital and retained camings
{deficit). Other components of equity such a5 reserve for Mucteationz i AFS investments are excluded from
capital for purposes of capital managemend.



The Parent Company monitors capital as follows:

= Parnculars il6G 2015

Capital stock P 306122449 F 306,122,449
Addinonal paid-in capital 3,571,923 T
Deficit (89.779.005)  (B6362.707)
Total P 219918367 B 223331663

The Parent Company isnot subject (o extemallyv-imposed capital requirements,

|NOTE 21 - OTHER MATTERS

a Om July 5, 2002, the Parent Company received a decision from the Coart of Tax Appeals (CTA) demving
the Parent Company's Petition for Review and osdering the payment of BE3.8 million for withholding tax
assessments for the wxable years 1989 1w 1991, The Parent Company filed a Motion for Reconsideration on July
31, 2002 but this was subsequently denied by the CTA, A Petition for Review was filed with the CTA on
Wowvember 8, 2002, which was also dersed by the CTA, The Parent Company then appealed the decision of the
CTA to the Court of Appeals (CA), which likewise denied the appeal and upheld the assessment against the Parent
Company. The Parent Company, through its legal counsel, filed o Movon for Reconsideration with the CA in
Diecember 2003,

On July 9, 2004, the Parent Compaoy received the CA resolution denying the Motion for Beconsideration, Ons
July 22, 20dM, the Parent Company filed with the CA & Motion for Extension of time o file an appeal to the
Supreme Court (3. Oo August 20, 2004, the Parent Company Gled said appeal, On Ootober 20, 2004, the Pareni
Company received the resolution of the 5C denying its Petition for Review for lack of reversible ervor. The Parent
Company filed a Motion for Beconsideration. On Januwary 10, 2005, the 5C issued an Order slating that i1 found
oo ground o sustain the Parent Company's appeal and dismissed the Parent Company”s petition with finality.

On April 26, 2006, the Parent Company filed o Petition for Review before the CTA en banc. On March 7, 2007,
the CTA en banc dismissed the Petition for lack of merit. The CTA en banc affirmed the CTA s decision pranting
the Motion for Issuance of Wril of Execution filed by the Commissioner of Intemal Bevenue. As of December
31, 20106, the Parent Company has not received any order of Execufion relative to this case. Accordingly. the
related obligation is ot currently determinable. Management believes, however, that the ultimate outcome of the
cose will not hove a materal effect on the Parent Company financial statements.

b Cm Sepiember 14, 2005, the Parent Company and a third party filed a ¢ivil action agamst a local bank
for the mmminent extra<udicial foreclosure of the properiies of the third party which are used az real estate
morigage for additional loans from the lecal bank amounting o P42 million, which the Parent Company mainigins
has never been received.

Om Qeober &, 2005, the Regional Trial Court (RTC) of Tagaviay City issued and pranted the Writ of Preliminary
Injunction (first injunction). As of December 31, 2016, the case is still pending with the same court. Trial on the
merits of the case was already staried m 2015 after the Parent Company, through its counsel, filed an Amended
Complaint with an Urgent Application for the Issuance of Writ of Preliminary Injunction after the first injunction
was nullified by the Count of Appeals and affirmed by the SC. The case is currently back to the same court for
trial hearings under new acting Judge with the Parent Company s legal counsel already presented witnesses. Series
of tnal hearings are 22t for the month of April and May 2016 for evidence presentation.

As of December 31, 2016, the case 12 pendimg resolution with the Begional Coury of Tagayray, Branch 153 5CA#
T5-05-2519. The Parent Company wis able 1o gel the formal thal sared and on-going, The Parent Company’s
mosl imporiant move was the presentation of & very competent real estate appraiser, realtor, Cesar Santos, who
was able to successfully defend in court his P811.6M valustion of the foreclosed Tapayiay properties. Trial
hearings are on-going and it is new defendant Bank's tum o adduce evidence, Plantiffs have closed their evidence
presentation wherein all offered evideoces were admitied, over the objections of defendant Bank. At the Jasi
hearing beld on December 6, 2016, defendant Bank's star witbess was subjected 1o Plaintiff's counsel cross
examination wherein they obiained many damaging admissions against the Bank. Plaintiff’s counsel’s cross
exatiination will resume ai trial bearing set for April 25, 2017,



The Parent Company and its legal counzel are positive that the cour will sustain their position,

£ There are also other peoding legal cases aganst the Parent Company, Based on the facts of these cases,
pranagement belizves that its posittons have legal merits and the resolution thereof will not matenially affect the
Parent Company’s financial position and result of operations.

[NOTE 22 - SUPPLEMENTARY TAX INFORMATION UNDER RR - 15- 2010 |

Prezented below is the supplementary mformation which 15 required by the Bureau of Interpal Revenue to be
disclosed as pant of the notes to financial statements. This supplementary information is not a required disclosure
under FFRS.

The information on taxes, duties and license fees paid or ascerued during the wyear ended
December 31, 20016 required under RR No. 15-2010, which became effective on December 31, 2010, are as
follows;

221 Ourput VAT

The Parent Company has no sales transactions that are subject to owtput VAT in 2016.

22.2 Inpav HAT

The movements of input VAT during the year are summarized below

Particulars Amount

Balance at beginning of year P 4337892
Current yvear's domestic purchases’payments dunmg the vear 110,395
Input tax-claimed (18058)
Adjustment .
Balance at end of vear P4.430,229

223 Ovher Taxes and Licenses

The details of other taxes and hoenses pad and accrued are shown below

_ Pamiculars  Amount

Annual histing fee P 5860

Business permil 15,179

Oithers 510

Todal B 25549
22.4 Withhplding Taxes

Withholding taxes paid/scerued and'or withheld for the vear ended December 31, 2016 consist of:

Particulars Toial

Tax on compensation and benefits P 13,263
Expanded withholding tax 56,333

Toinl F 69 506



225 Tax Contingencies

The Parent Company's deficiency ax cases are discussed m Mote 2a,



METRO ALLIANCE HOLDINGS & EQUITIES CORPORATION
Schedule of Philippine Financial Reporting Standards

The following table summarizes the effective standards and intespretations as at December 31, 2016:

Framewnrk for the Freporation and Presentation of Financial Statements

Concepiual Framework Phase A Obpectived and gualiative charactensiics 4
PFRSs Praclice Statement Managemeni Commentary ¥
Philipplee Financial Repordeg Sandards «
FFRS 1 First-time Adoption of Philippine Finanzial Repornting Standards W
e
(Revised) Amendnsents 1o PFRS 1 and PAS 27 Cost of 3n Investment in a F
Subsidiary, loimhy Controlled Entiny or Associate
Amendmenis o FFRE | Addinonal Exemprions for Firsi-time &
Adopiers
Amendment o PFRS 1 Limited Exemption from Comparatve g
FFRS 7 Deschosurnes for Fire-unse Adopiers
Amendments 1o FFRS 1. Severe Hyvperinflaton and Removal of b
Fised Dare for Fiesi-time Adoprers
Amendmenis io FFRS 1: Govermment Loans o
PFRS 2 Share-hased Payment ¥
Amendmerts io PFRS 2: Vesting Conditions and Cancellatsans W
Amwndmens w FFRS 2t Growup Cash-sended Share-based Pasvmem >
Transachions
FFRS 3 Business Combinations o
{Revised)
PFRS 4 [nsemance Contracts v
Arerndments to FAS 34 ard PFR 5 4: Financeal Guarantes Coniracis '
PFRS 5 Won-carrent Assets Held for Sale and Disconfinued Clperations W
PFFRS & Exploration for and Evabuation of Maneral Ressqirces o
PFRS 7 Frnancisl Instnaments: Disclosenes W
Amendments o FFRS T Transition ¥
Amendments ¢ PAS 39 and PFRS T: Reclassification of Financial v
Agesis
Amendments w0 FAS 39 and PFRS 7: Reclassificason of Financial o
Aseers - Effective Dane and Transsldon
Amendments o PFRS T Improving Deschosures abaut Financial I
Instremenis
Amendments ta PFRS 7: Disclosures - Transfer of Fimencial Axsets W
Amendmens w FERS. T Disclosures — Cifsenming Financial Assets -
atd Fisancial Lishilities
Amendments o PFRS T: Mandaiory Effective Dare of PFRE U and ",
Transition Disclosures
FFRS & Cperating Segments W
PFRS & Fimzncial Instrumends v
Amendments o FERS %: Mandstory Effective Dawe of PFRS Y and -

Transidon Dusclosures



FFRS 10

Consolidated Firancial Sabements

14

PFRS 11 Jaint Arrangenents

PFFRS 12 [htckomare of Inlerests in Oiber Entities

FFR513 Fair Value Measuremenl

Philippise Accounting Stapdards

PAS T Presemanon of Financial Statemsms
Amendmeni 1 PAS §: Capilal Disclonares
Amendments ta PAS 32 and PAS 1: Putiable Frnancial Instrumenis
and Ol gekons Ansing on Ligaidation
Amendmenis 9 FAS 1- Presentation of lems of Oiker
Comprehenzive Income

FASZ Invemones

PAS T Statemerd of Cash Flows

PASE Accounting Pelicies, Changes in Accounting Esttmaies and Ermors

PAS 11 Ewents afier the Balance Sheet Diate

FAS 11 Cionsiruction Comiracis

PAS 12 Income Taxes
Amendment fo PAS 12 - Delerred Tax: Recovery of Underlying
ABSEIS

PAS 16 Praperty, Plani and Equipment

FAS 17 Lenses

FAS 18 Revenus

FAS 19 Enplayves Beneflis
Amendments to PAS 19 Achoarial Gains and Losses, Group Plans
and Disclosares

PAS 19 Eniplaves Benefins

{Amended)

PAS 20 Mccounting for Gevernment Grants and Disclosune of Governmenl
Argistans

PAS 21 The Effects of Changes in Farergn Exchange Rates
Amendment: Net Invesemesd 1 a Foneign Operation

FAS 13 Barmwing Costs

(Revised)

PAS 14 Relsied Pary Disclosures

{Revised)

FAS M6 Azcounting and Reporng by Kevirement Benefit Plans

FAS 17 Separate Fimancial Statements

| Amended)

FAS IH Inwestrments in Associates and Joirm Wemnaress

{ Amended)

PAS 29 Financial Reporing tn Hyperinflaticnary Economees

Pl 31 Irterests in Joint Venpares

PAS 32 Finamcinl Instremenis: Disclosure and Presenlation

Amendments w FAS 37 and PAS | Puftable Financial Instrumenis

LRI W S R SR T I I SRL

L



and Ohligations Ansing on Ligundation
Amendment to FAS 32: Clasgfication of Rights Issues

Amendments i FAS 32 Offseting Fenancaal Aszsets and Financial
Liahilines

PAS 33 Earnengs per Share

PAS 34 Irvterim Financial Reporting

PAS 34 Impaiment of Aszels

PaAS AT Provisions, Cantingem Liabihibes and Comtingent Assets

FAS 38 letangible Asssis

Fas 39 Financial Insmements: Becogrition and hMexsumement
Aapenidments 0 PAS 39: Transitzon snd [nitial Recognition of
Fimarcial Assels and Financeal Biabdiies
Amendments g FAS 39: Cash Flow Hedee Accounting of Fonecast
Imiragrosp Transactions
Amendments itz FAS 39: The Fair Value Opban
Amendments ta FAS 19 and PFES 4- Financial Guarantee Conlracts
Aanendments to0 PAS 39 and PFRS 7: Reclassilicatson of Frnanéial
Assets
Amendments o PAS 39 and PFRS 7: Reclassificaton of Financtal
Asesiy - Effecnve Date and Trangition
Amendments s Fhilippane Interpreanon [FRIC-9 and Pas 3%
Embedded Drerivatives
Amendment 1o PAS 3% Eligible Hedged liems

PAS 40 Investmert Fropemy

PAS 41 Agmiculrare

Fhilippine Interpretations

IFRIC 1 Changes in Existing Decommissiamng, Restoration and Sinslar
Linbilities

IFRIC 2 Memhers' Shane in Co-operative Entities and Similer Instruments

IFRIC 4 Diztermining Whether gn Arrangemeny Coniains @ Lease

IFRIC & Rightz sa Imieresss anising from Decommissioning, Restomtion and
Ensironmental Fehakilitation Funds

IFRIC & Liabifines grising from Parnicipenng iv a Spectfic Moder - Wiaere
Electrical and Elecirinic Equipment

IFRIC T Applyivg the Restatement Approach wnder FAE 28 Financial
Reporring in Hypermfiationory Econemies

IFRIC R Srape of FFR3 2

IFRIC % Reassesemer of Embedded Derivatives
Amendiments 1 Fhilippene Interpretation TFRIC-9 and PAS 39
Embedded Drerivatives

IFRILC 18 frperim Fimanclal Reporring and fmpalreent

IFRIC 11 FFRS 2- Groap and Treasury Share Transactions

IFRILC 12 Serveie Concession Amimgemenis

IFRIC 13 Customer Lovalty Programmes

o CIL R G GRS R



IFRIC 10
IFRIC 1T
IFRIC 18
IFRIC 19
IFRIC M
S1C-7
SIC-10

SIC-12

SIC-13

SIC-15
SIC-21
SIC-28

SHC-17

SIC-19

SIC-31

S1C-32

IFRIC 14 The Limii on a Defined Bensfii Asset, Minimum Funding

< i
ol | l_t £

Buequirements and their Inieraction

Amendments i Philippine Ingrpreiacions IFRIC- 14, Prepayments
of & Minmum Funding Requireniseni

Hedges of o %et Investment in 2 Foreign Operation
Distributions of Non-cash Assets 10 Owners

Transfers of Assets from Cusiomers

Extinguishing Financial Lishilities with Equity Instrumenis
Strpping Cogis in the Production Phase of o Surface Mine
Introduction of the Eure

Government Assistance - Mo Specific Relanen o Operating
Activitses

Comselidanon - Special Purpose Ensities
Amendment 16 51C - 12 Scope of 81C 12

Joimalv Comtrodled Entities = Non-Moenetary Contributicms by
Venrarers

Cmperating Leases - [ncentives
Incame Taxes - Becovery of Revalesd Mon-Depreciable Asseis

Imcome Taxes - Changes in 1he Tax Statos aof an Entity or it
Sharsholders

Evnfuaring the Substance of Transactions Imvolving the Legal Form
of # Lease

Service Congession Armangements: Disclosures,
Revenue - Baner Trarsactons Involving Advernsing Services

Inaangible Assefs - Web Site Costs

"
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METRO ALLIANCE

Hovoiws & Eguimies CORE

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of METRO ALLIANCE HOLDINGS & EQUITIES CORP. is responsible for the preparation and fadr
presendation of the consolidated financinl statements. mcluding the schedules attached therein, Tor the vears ended December 31,
2016 and 2015, in acoordance with the prescribed financial reporting Framework indicated therein, and for such mternal control as
manageneii deermanes 15 necessary bo crable the preparation of consolidated firuncinl statements that are free from material
masstatement, whether duse 1o fraud ar error

In preparing the consalidsied financinl statements, management is responsible for assessing the Company’'s sbility 10 continie as
poang concem, disclosing, as applicable matters relaad 1 going concern and using the going contern basis of accounting unless
management cither intends to liquidace the Company or (o cease operations, of has no realistic allemative bul to do s

The Board of Directors is responsible for oversezing the Compam s linancaal reporting process.

The Board of Directors reviews and approves the consolidated Tinancial statements mchding the schedules machod therein, and
submits the same (o e stockhalders or members.

Duaz Muritlo Dalupan and Company, the independent auditors, appointed by the stockhalders has nudited the corsolidaied financial
tpferints of the Company in sccordance with Philippine Standards on Auditing, and in its repirt 1o the siockholders. has
fed it= opinion on the lumess of preseniation ugon eompleien of such andit

¥ -
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DOC NO- 448 ; Notarial Commission No. _____ FTR NO, 69252527, 1-3-17, Calnta, Rizal
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V Id Ab d & CIY Building 18 Aguiree | Phone: (632) 892-593] w35
alaes d Street, Legaspi Village, (632) 519-2105

Makati City; Philippines Fax: 1632 819-1468
C[:]-m pany E-mail: valdes. ahid associalesii gl oo | imernational
(Formarly: Faldos Abd & Arsociais) Branches: BOA/ERC Reg. Mo, 9314 PARTNERING FOR SUCCESS
cerlified public accountants | Cobu and Davao SEC Acereduation Mo, 0282-F

REPFORT OF INDEPENDENT PUBLIC AUDITORS
TO ACCOMPANY SEC SCHEDULES FILER SEPARATELY FROM THE
BASIC FINANCIAL STATEMENTS

I'he Stockholders and the Board of Directors

METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION AND SUBSIDIARIES
35% Floor, One Corporate Center, Dona Julia Vargas Ave.. cor. Meraleo Ave.

Oirtigns Center, Fasig City

We have examned the fnancial statements of METREOY ALLIANCE HOLDINGS AND EQUITIES
CORPORATION AND SUBSIDIARIES as of December 31, 2016 on which we have rendered the attached
report dated Apnl 18, 2007, Our audit was conducted for the purpose of forming an opinion on - the basic
financial statements taken as a whole, The applicable supplementary schedules (see table of contents) of the
Company as of December 31, 2006 and for the year ended, required by the Securitics: and Exchange
Commis=ion, are presented for purposes of additional analvsis and are not a required part of the basic financial
statements. The mformation in such supplementary schedoles hos been subjecied to the auditing procedures
applied in the audit of the basic financial siaements amd, m our opimion, 15 fxirly stated o all matenial respects
in relation io the basic financial statements taken as a whole,

VALDES ABAD & COMPANY, CPAs
BOATPRLC Rep. No. 0314
Is=uwed on Wovember 2, 2015, Valid until December 31, 2018
SEC Accreditation No. 0282-F
Izmued on September 19, 2013, extended validity until Apral 30, 2017
BIR Accreditation Mo, DR=-002126-0-2014
lzzued on Chetolser 29, 2004 Valid uniil Ocrober 29, 2017

For the finm:

edigiotost &) - Clledl
fFEl.-lflﬂ.ﬂiD A, ABAD
Partner
CPA Repistration Mo, 251784
[ssued on July 13, 2015, Walid until April 3, 2018
TIN Noo 123-(4E-248-000
PTE Mo, 3912774, Issued Date: Janpary 5, 2017, Makan City
BOATRC Reg. Ro. 0314
[ssued on Nevember 3, 2005, Valid until December 31, 2018
SEC Accreditation Mo, 1356-4,
Issued on Seprember 19, 20013, extended validity until Apeil 30, 2007
HIR Accreditation Mo, (8-002126-1-2014
Issued on October 29, 2014, Valid until Ociober 29, 2017

Makati City, Philippines
April 18, 2017
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Makan Ciry, Philippanes Fax: (632) R19-1365

C'Dmpa ny Erruni: vnldes abad associatesii gnsiil com international
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( INDEPENDENT AUDITOR'S REPORT TO ACCOMPANYING FINANCIAL STATEMENTS
FOR FILING WITH THE SECURITIES AND EXCHANGE COMMISSION

The Stockhbolders and the Board of Directors

METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION AND SUBSIDIARIES
35" Floor One Cearporate Center, Dona Julia Vargas Ave.. cor, Meralco Ave.

Ormigas Center, Pasig City

We have exammed the fnimcial statements of METRO ALLIANCE HOLDINGS AND EQUITIES
CORPORATION AND SUBSIMARIES for the vear ended December 31, 20068, on which we have
rendered the attached report dated Apnl 1B 2017

In compliance with SEC Rule 68, we are staling that the Company has seven hundred cighty-one {7813
stockholders owning one hundred {100} or more shares cach as of December 31, 2018,

VALDES ABAD & COMPANY, CPAs
BOAPRC Reg, No. 0314

I=ued on Movember 2, 2015, Valid until December 31, 2018
SEC Accreditation Mo, D2R2-F, Group A

Issned on September 19, 2003, Valid wanl Apnl 30, 2017
BIR Accreditation Mo, (8-(K2126-0-2014

Iz=ned on October 29, 2014, Valid until October 29, 2017

For the firm:

ptlotig o . el
FELICIDAD A. ABAD
Partner
CPA Begistration Mo, 25184

[ssued om July 13, 2015, Valid until Apnl 5, 2018
TIN Mo, 123-048-24 8000
PTR Mo 3812774, Issued Date: January 5, 2017, Makats City
BOATEC Bep. No. 0314

[t oay Movember 2, 2015, Valid unti] December 31, 2018
SEC Accreditation No, 1356-4

Issued on Seplember 19, 2013, Valid unol April 30, 2017
BIR Accreditation Mo, OR-002 1 26-1-2014

Isswed on Okeeober 29, 20014, Valil unbil Oeiober 20, 2007

Makari Ciry, Philippinas
April 1R, 2017
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| INDEPESNDENT AUDNTORS REPORT

The Stwockholders and the Board of Directors

METRO ALLIANCE HOLIMNGS AND EQUITIES CORPORATION AND SUBSIDIARIES
15™ Floor, Ome Corporate Center, Dona Julia Vargas Ave., cor, Meralco Ave

Orrtigas Center, Pasig City

Chpinion

We have audited the accompanving consolidated fingncial statemends . of METRO ALLIANCE
HOLDINGS AND EQUITIES CORPORATION AND SUBSIDIARIES. which comprise the
consolidoted statements of finoncial position. as of December 31, 2006 and 2015, and the consolidated
statemenis of comprehensive income, statements of changes in equity, and statemenis of cash flows for the
vears then ended, and notes 1o the financial statemenis, including as summary of significant accounting
policies,

In pur opinios, the accompanying consolidated Ginancial statements present Fairly, i all material respects. the
fimancanl position of METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION AND
SUBSIDIARIES az of December 31, 2016 and 2015 and of 15 financial performances and s cash fows Tor
the wears then ended in accordance with Philippine Financial Reporfing Standards.

Fasis for Opinion

We conducted our audit in accordance with Philippme Standards on Auditing (P53 As), Our responsibilities
under those standords are further descnbed i the Awditor’s Responsibilivies for the Awdit of the Financial
Statements section of our report, We are independent of the Company in accordance with the ethical
requiremients that are relevant to our audit of the financial statements in the Flulippmes, the Code of Erfics
Jor Professional Acoountanls in the Phifippines (Philippine Code of Efhics), and we have fulfilled our other
ethical responsibilities 1n accordance with these requirements,. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

Without qualifying our opinion, we draw attention fo MNotes 2 and B 1o the Parent Company Bnancial
statements, which indicate that the Parent Company has advances 1o Polvmax Worldwede Limited (Fobvmax)
of P415.4 million as of December 31, 2006 and 2015, and on the other hand, Polvmax has past due lisbilitics
of PO94. T millon as of December 31, 2006 and 20105, for which the Parent 15 jointly and severally liable.
Theze faciors may cast significant doubt about the Parent Company’s abiliy 10 contimue as a going concem,
The realization. of the Parent Company’s advances 0 Polvmax and the settlement of Polymax's past due
hobihities, for which the Parent Company i jointly and severally liable, are dependent on whether sufficient
cash flows can be peneroted from the =ale of Polyvmax s rempimng 20546 interest in WPC Alliance Corporation
and from the letter of comfort ssued by the Parent Company’s major stockholders in favor of the parent
Company. The Parent Company financial statements have been prepared assuming that the Parent Company
will continue as a going concem and do not include ooy adjusimenis that might resuli from the ouicome of
these unceraintics. As discussed i Mote 1.2, management’s plan is o infuse additional capital o address
these poing concern uncerinntes

Key Audit Matiers

Roey audit matiers are those maters that, in our professional judgment, were of moss significance mour awdi
of the financial statements of the comrent period, These matiers were addressed in the context of oor audii of
the financial siatemenis a5 8 whole. and in forming our opinioa thereon, and we do nol provede & separaie
opinion on these matters,
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Excepd for the mamer described in the Material Uncertainty Related to Going Concern section, wie have
determined that there are no Key audit matiers 1o communicate in our report.

Responsibilities of Management and Those Charged with Governanee for the Financial Starements

Management is responsible for the preparation and fair presentation of these financial statements in
aceordance with Philippine Financial Reporting Standards, and for such intemal control as management
determings s neceszary 10 enable the preparation: of financial statcmwents thar are free from material
missiatement, whether due 1o fraud or error,

In preparing the financial siatemeniz, management is responsible for assessing the Company's ability to
confinie as a going coneern, disclosing, as applicable, matiers related 1o going concern and using the going
concem basis of accownnng wilkess maenagement cither intends o liquidate the Company or to cease
aperations, or has no realistic aliernative bai o do so.

Those charged with governance are responsible for overseging the Company’s financial reporting process.
Anditor’s Responsibilities for the Audit of the Financial Stafements

Cur ohpectives are 1o obtidin reasonable assurance aboul whether the Tinancial Matemeniz 3z a whole are free
from material misstatement, whether due 1o fraud or error, and 10 1880 an aeditor’s report that incledes our
opinwn. Beasonable assurance is a high level of assorance, but is not a guarantee that an audit conducted in
accordance with PSAx will always detect a2 material misstatement when if exists. Missiatemenis can anse
from fraud or emor and are considered material if; imdividually or o the aggregate. they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements

As pan of an audit in accordance with PSAs, we exercise professional judgment and maintain professional
shepticism throughout the audin. We alsn:

(il Identify and asscss the nsks of materiol misstatement of the Hinancial staiements, whether due
to fraud or crror; to design and perform avdit procedures responsive o those risks; and o obrain
gudit evidence that is sufficient and appropriate to provide a bazis for the auditor’s opinion. The
risk of not detecting 8 material misstatement resulimg from frovd is higher than for one resulting
from error, as frevd may involve collusion, forgery, infentional omissions, misreprescniations,
or the override of intemal conirol,

i} (¥otain an understanding of internal confrol relevant o the awdit 1o order fo design audit
procedurcs that are appropriate in the circumstances, but not for the purpose of cxpressing an
opimion on the effectivencss of the entity’s intermal control, In circumstances when the auditor
glso has o respensibility 1o express an opinion on the effectivensss of inlemal conirol in
conjunciion with the audit of the financial statements, the avditor shall omat the phrase that the
auditor’s consideration of internal contral is not for the purpose of expressing an opinion on the
ctiectiveness of the entty’s internal control.

(111} Evaluate the approprisieness of accounting policies uied and the reasonableness of aceounting
estimanes and relaied disclosures made by management,

[iv] Conclude on the appropristensss of management’s use of the gomg concem basis of accounting
and, based on the audit evidence obtamned, whether s mntenal voceriainty exists related toevenis
or conditions that may cast significant doubl on the entity’s ability fo continue s a going
concern. [F the auditor concludes that a material uncedmnty exists, the auditor 15 required o
draw atiention in the auditer’s report io the related disclosures in the fmancial statements or, if
such disclosures are madequate, 10 modily the opinion, The audilor’s conclusions are bazed on
the audit evidence obtained up 1o the date of the auditor’s report, However, Tuture events or
conditions may cause an entity 19 cease 19 conlinue a5 & going concerm
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(vl Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, amd whether the financial staements represent the underlying transactions and
evenis in a manner thal achieves fair preseniation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
nming of the audit and significant audii findings, mcluding any significand deficiencies in mernol conirol
that we identify during our audil.

We also provide those charged with governance with a staremient that we have complied with relevant ethical
regguiremenits regarding independence, and 1o commmunicate with them all relationships and other maters hat
miay be reazonably be thought to bear on our independence, and where applicable, related safeguards.

From the matiers commumicated with those charged with povernance, we determine those matters thar were
of most sipnificance m the audiv of the nancial stalements of the current period and are therefore the key
audin maners, We deseribe these martess in our auditor’s report unless law o regulation precludes public
dhisclosare aboul the matter or when, in extremely rare circumstances, we determine that g matter should nod
b commpnicated in our repodt because the adverse consequences of doing =0 would reasonably be expecied
1o outwenrgh the public mterest benefits of such communication.
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METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(T Philippdne Peeoy

December 31,
ASSETS Moe 16 s
CIUTRRENT ASSETS
Cash 23.330.123 15.719,137
Recervables, net TiHLG1T 014 g2ed4 511
Crber current assets, met 24,041,434 24063976
Total Current Assets 156,957 471 132,732,624

NON-CURRENT ASSETS

Asaets held for sale 2R 415,410,450 415410450
Available for sale investment 10 d B19 3RS 4973085
Property and equipment, net 11 L636,085 3752847
Dieferred tax asset I1 5041.769 4080211
Other non-curment assels 12 7371173 2475256
Total Non-Cusrent Aszets 436,188,862 430,691 849
TOTAL ASSETS 593,146,333 563.424473
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Accounts pavable and accrued expenses 13 420,521 357 410040 628
Due to related parties 14 60,281,607 56,302,340
Total Current Liabilities 489,802,964 466,342 968
NON CURRENT LIABILITIES
Accrued retirement benefit costs a7 6, 169, 794 945,065
Deferred tax limbility 21 1,432 -
Total Mon-Cwrrent Ligbilities 6,171,226 K046 005
EQUITY
Equity Annbisable o Equiry Holders of Parent Company
Capital stock 13 306,122 .449 306,122,449
Additional paid-in capital 15 3,571,023 3,571,821
Dieficit 23 (234,043 TRY) 235,129.968)
Remeasurement gain on retirement plan 22 3057 535 1,220,977
Available-for-sale reserve i0 LO5E 422 1,202 122
T8, 760,540 THERT.
Non-controlling interest 17405507 11,145 39
Toital Equity 97T 172,143 BR, 135440
TOTAL LIABILITIES AND EQL‘-'IT":’ 503,146,533 03424 473

Sewr Mores po Consoldared Finamelal Srandments



METRO ALLIANCE HOLDINGS AND EQUITTES CORPORATION

COSOLIDATED STATEMENTS OF COMPREAENSIVE INCOME
filr Philipine Pesol

For the Years Ended December 31, Mate 216 2015
BEALE OF SERVICES I& 180,131,349 143,344,326
COST OF SERVICES 17 14 1.008.975 1201, 194,820
GROSS PROFIT 3 122,574 23,149 506
OTHER INCOME 18 230,841 16,366, 78D
EXFENSES 19 (29.493.421) (26.030,001)
FINANCE CO5T, NET 20 = {7.132.891)
INCOME BEFORE INCOME TAX 9,859,793 6,353,304
PROVISON FOR (BENEFIT FROM) INCOME TAX 21
Curreni (7481, 150) (3,003,941
Dreferred 3403620 (1,355,754)
NET INCOME 5,781,263 1,993 604
OTHER COMPREHENSIVE INCOME (LOES)
Utnrealized gamiloas) on available-Tor-sale investments 10 {143, Ty (1,585,653]
Femeasurement gain (oss) on retirement plan. et of 22 3600487 (2.208,287)
deferred ncome lax
TOTAL COMPREHENSIVE INCOME (LOSS) 9,240,050 (1.800.361)
Met income (loss) attributable to:
[,q_uit." holders of the Parent L'l:ml.r.un], 25 1,285, 533 (FOE3I11)
MNon-controlling mterest 4,492,730 2.761.820
5082263 1593600
Diber comprehensive income (loss) attributable to:
Equity holders of the Parent Company 1,693,059 (2,71 1.509)
Nos-controlling interest 1.764. 728 {1.0E2061)
1A457.787 {3.793.970)
Busic income (loss) per share
Income {Loss) for the vear atiributable o equiny halders FL i (0,003 ]
of the Parent Company
= —— = — B = —_— -

Kee Noter fo Conselideted Financial Simtemaut
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METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

i Philippine Peav)
For the Years Ended December 31, Hote 216 i) B
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income ax 9.859,793 0,355,304
Adjustments for:
Unrecongnized prior vears excess tax credits {203, 348) 2112009
Write-off of recenvables T (872.107) {7.716,5829)
Provision for probable losses 7 4260, 789 5206,667
Amortization of intangible asseis 12 644,413 3119444
Depreciation 11 1,841,753 2,505,060
Provizion for retirement benefit costs a3 2368710 1,357,801
Interest expense 20 - 7,132,891
Inferest income 13 (1 2800 (6E.712)
Dhvidends received 13 15,714 500
Deferred iax assels (1,860,126) 63 268
Change in minority interest {6,257.458) .
Operating inceme before working capital changes 9,736,853 18,502 403
{Changes in assets and Liabilities;
Receivahles, el (20,057, 085) (10,135,810}
Other current assets 54,542 (9,390,960
Other nop-current assets (5,540, 33)) -
Accounts pavable and accrued expenses 19,430,729 (B, 164.394)
Benefits paid - {339.712)
[ncome tax paid - i 1L 030529)
Met Cash from Operating Activities 3,674,704 {10,445 002
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 18 61,280 61,712
Ceollection from asset held for sale I4 - 373,251,811
Apquisition of property and equipment i1 (724,551} [LB0I, 585
Med Cash from Investing Activities (663, T10) 371,582,930
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid IR (15,714) {500)
Interest paid 20 - (7132891}
Changes m due io related paries 4,615,701 {360,427 344)
Met Cash from Financing Activihies 4,599,987 {267,560, 735}
NET INCREASE (DECREASE) IN CASH 710,986 (8425807}
CASH, Beginning i 15,719,137 22144 544
CASH, End [d 23330123 15719137

e Motey to Comsolidannd Fimancial Satements



METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

COMNSOLIDATED NOTES TO FINANCIAL STATEMENTS
December 31, 2006 and 2005

[ NOTE 1 - CORPORATE INFORMATION — —

METRO ALLIANCE HOLDINGS & EQUITIES CORP. (MAHEC or the Parent Company) is
imcorporated in the Philippines, The Parent Company and it subsidiaries (collectively referred to as Mthe
Group™) are mvolved in contract logistics. Certain subsidizries previpusly engaged in the importation and
distribution of pobvpropylene resin and pharmacy management had ceased operations.

The new registered office address of the Parent Company is 35" Floor Cme Corporate Center, Dona Julia
Wargas Ave. cor, Meraleo Ave., Omigas Cenier, Pasig City.

In 2015, the SEC approved the amendmient made to Article [ of the Company's Ariicles of Incorporation in
regard 10 the change of Compamy's official business address from 22* Floor Citibank Tower, 8741 Paseo de
Roxas, Makat City to 35" Floor One Corporate Center, Dona Julia Vargas Ave. cor, Meralco Ave., Ortigas
Center, Pasig City.

The accompanyving consolidated financial statements as of December 31, 2016 were approved and authorized
for issue by the Board of Directors (BODY oo April 17, 2017,

[ NOTE 2- STATUS OF OPERATIONS

2.1 Croing Concern

The accompanying consolidated fnancial statements have been prepared assuming that the Parent Company
will continue as & going concern. As of December 31, 206 and 2015, the Parent Company haz significant
advances 1o Polymax Worldwide Limited (Polvmax), a special purpose entity meotporated in Bribish Virgin
Islands, amounting 1o P415.4 million for both yvears, relatmg to the acquisition of the petrochemical plam of
Bataan Polvetlivlens Corporation (BPC) involving & senes of acquisiion ranspctions descrbed in the next
sechion below, On the other band, Polymax (jointly aod severally with the Parent Company) bas past due
liabdlities, incloding interest and penalties, amounting o P24, T million a5 of December 31, 2008 and 2015,
respectively, which were obtained to partially finance the acquisition of the petrochemical plant, resulting
from the transfer of past due loans as discussed in the next paragraph.

In 2007, the Parent Company unilaterally transferred to Polymax two significant past due liabilities towling B
8667 million as of December 31, 2006 that were obtamed (jointly and severally with Polymax) to partially
finance the acquisttion of the petrochemical plant, and applied these against the Parent Company’s advances
o Polvmax, in order to reflect the ecopomic substance of the acquisition and related loan transactions as
dizcuzsed in Note 8

Asexplained m Mote 8, the remaining 20%% of Polvmax's interest in the petrochemical plant 1= for sale, The
realization of the Parenl Company’s advances to Polymax (ao unconsolidated special purpose enfity stariing
m 2007) and the settlement of the past due habilities carmed in the books of Polbymax, for which the Parent
Company 15 jointly and severally liable, depend on whether sufficient cash flows can be generated from the
sale of Polymax s remaining 20%% interest in NPC Allance Corporation (NPCA) and from the letter of comfort
issued by the Parent Company’s major stockholders in favor of the Pareni Company. The consolidated
financial statements do not includs any adjustments theat might result from the outcome of these uncertainties.
Az explamed in Mote 15b, management's plan is to infuse additional capital to address the poing concern
uncertainy.

2.2 Management Flan o Address Groing Concern Unceriainnes

The Group, having resolved its dispuies with the Tranian parties involved in the Bataan polyethylene project,
will explore new business opporiunitics for the next twelve months. The Group will recrganize 15 operations;



evaluate iz remaining asseis; review all pending legal cases; and setile and resolve s outstanding issuess with
other repulatory povernment bodies, including the Philippane Siock Exchange. The Group will assure the
public that ot will look at iraditionally stable industres or sunnse sectors an order (o mamtam strong and Tealtly
cash Moz, and &t the same time, aspire for maximized potential carmings.

The Groug stll bolds 20% mterest in MPC Alliance Corporation a5 of December 31, 2016, The Board will
discuss how best to proceed on this remaining investment. Recenily, the management evaluated an investment
propozal from o foreign investor for the plan of reacquinmg the majonity control of the petrochemical plant via
an intenim-accommodation from & foreign bank, The dizcussions of this proposal, bowever, are currently on
hold, pending the ouicome of the lifting of the madmg suspension of MAHEC shares ai FSE,

The Board has outlined possible target business projects including mvestment in mining industry, provided
that the target progect will pass the sereenmgs currently being conducted by the DEME.

MAHEC s remaiming operating subsidiary, Metro Combined Logianics Solutions, Ine, (MCLSD), = steadily
growing with additional business from s existing principals. The Group is also exploning business
opportunities i the transpon Geld, including computer app solutions, warehousing and cold siorage; in
medical distribution and pharmaceutical business lopistics, operation of hospice care and management of
medical clinics, importation of medical equipment; and also in document storage, car porking, sea travel, over
fermy and airport’seaport termingl management.

Projected Plan for next 12 months;

Invesmmeni and sources of capiral

The company has remaioed steadfast 1o regam s status a5 o going concerm. [n lme with this, several sctions
were tiken o conserve the company's resources and build confidence for its business direction:

g  Commitment by the magority shareholders of the company o puaraniy the recoverable value of the
remaining “asseds for sale™ in its books in order that the company's equity be preserved;

bl  Acceptmg the settlement of disputed ssues between the sharcholders of KPC Alliance Corporation
and recopnizing the resulting loss adjustments 1o reflect the reabizable value of the mvesiments of the
Company related 10 the petrochemical project;

¢} Cleanng of its remainimg bank obligations to free the company from debts;

d] Confinvous filings with relevant government agencics;

e} Mamtaming o lean organization to sustain its operation during the said period;

Funthermore, the majority sharebolders, which are 75% of the iraded shares, bave signilied their miention 1o
conduct a ender offer in ithe wcinity of Php 050 per share, withio tharty (30} davs afier the lifung of
Company’s trading suspension, in order to gan back investor confidence in the Company.

Recapiralization of the Company fo meet the Profected Ievestments in New Vennre

The company bas & pending applicanon with the SEC w increase its capital stock 1o PhpS billion to be split -
60% Cloz= A shares and 404 Clazs B shares al par value Phpl.00 10 mest iz projected investments after the
tender offer. OF this ameount, Php3 billion worth of shares earmarked 1o be issued as follows:

1.  Acquisition of majorty interest in an opeérating mining company which is actively producing nickel
and has & capital base of Phpl billion. This company is presently held by the majority sharcholders
in jomt venturs with o Chinese company. As mentioned ecarlier, the entry mto this sector will greatly
depend on the results of the screenmps currently being conducted by the DENE.

2. A zecond part of the capital meresse smounting to Php2 billion would be undersmitien by o Chinese
Back i provide momentanly cash imfugzion o the company for the reacquisition of 80% MPC A shares
which were sold 1o WP International, an Irinian imterest, This will redown to the company régaining
1M ownership of MPC Alliance Corporation,  The planped acquisition will allow the eniry of a
Chinese Petrochemical company 1o buy in the company up o 7% of the company’s resruciured
equity by way of supplying feedstock for the NPCA ethylene plant, NPC Alliance operation has
always been hampered by the lack of feedstock brooght about by not being able 1o put a cracker plant



from the very beginming., While this new developmeni was under a 4-way discussion with the
concerned parties, the talks are on kold pending the lifting of the trading suspension with the FSE

Il everviliing proceeds az planped, the Company is expecied 10 saisfy itz cash requiremenis to finance its
projected plans and mvestments in the new ventures until the 4™ quarter of 2017, Furthermore, if the lifting of
the trading suspension 1= approved by the PSE, the Company wall announce the plan for the proposed fenders
offer on the anowal stockbolders’ meeting

Realtzarion of Qursranding Receivables from Polvmay Worldwide iv the Amonnt of Phod 15 410 54000 a5 of

ik 3

Assuming that the d-way pegotiations with the Chineze bank, the Chinese petrochemical firm and the Iranians
will bog down, there are ather altemarives 10 address the issue. In order that this outstanding receivable will
b fully recovered, a pavment via dacion of the remaining 20% MPCA shares held by Polvmas m MPC Alliance
may be pssigned to Metro Alliance, thus, making the company the direct sharebolders of NPCA

The estimated present value of the 20 NPCA shares 15 placed a1 520 Million.
Manpower Regiirements

The Group does nod expect @igmcant changes in the number of emplovees as it 15 stll in the stage of exploring
new buginess opporunities. Manpower will be cutsourced if needed.

Capital dsser Aogiisition

The Group wall make purchases of equipment and machines i the future if needed especially when investment
in mining industry will matenahize,

2.3 Acquisition [ransgciions

Un December 4, 2003, the Parent Company entered into a Memorandum of Agreement (MOA} with Polymax,
whereby the Parent Company confirmed the designation of Polymax as the acquiring company in the proposed
acquisition of the senior secured debt papers of BPC fromm International Finance Corporation (TFC). Under the
MOA, the Parent Company and Polvmax agreed that (a} the acquisition of the secured debd paper would be
for the account and benefit of the Parent Company; (b) the funding for the acquisition would be provaded and
arranged by the Pareni Company; and {c] the exercize of creditor rights arising from the secured debts via
foreclosure and takeover of the assets of BPC would be directed by and for the account and benefit of the
Parent Company. In addition, the Parent Company would make certain advances to Polymax.

Om December 19, 2003, Polvmax and IFC entered mio an Asspnment and Transfer Agrecment (the
Agreement) for the purchase by the former of the senior secured debl papers of BPC, The Parent Company
advanced o Fobvmax the mitial deposit of US35 million, which was remutted o [FC for the assignment
paviment, pursiant o the terms of the Agreement, On February 11, 204, [FC confirmed that o has received
the full paymens for the assipnment of the sentor secured debt papers of BPC

To partially finance the Parent Company’s advances relatimg o the Perochemical Project, the Parent Company
obtamed shori-termn loans from Focal banks, Witk the delay in the completon of the acuvibies and the
conditions required for the Petrochemical Project, the Parent Company was unable 13 pay the bank loans on
miafurty dates. Az of December 31, 2004, the amounts payable 1o the banks totaled PEG&S.T million, consisting
of the outstanding principal balance of #378.3 million and finance charges of B488.4 million. In 3007, these
past due liahilities were unilaterally transferred 1o and applied against the advances made to Polymax ag

discussad in Mete &

Pursuant o the Parent Company's plan of sequirng full control of BPC, mstead of exercizsing eredior nghis,
the Parent Compaty, on Aprl 18, 2004, éntered mnio a Share Furchase Apreement (3PA) with BPC, Tyvbalt
Inwvestmeni Limived (TIL), BF Holdings International BV, (BPFHI) and Petronas Philippines, Inc. (PP, with
TIL as the purchaser of the 83% interest of the foreign shareholders of BPC, As agreed by the parties, the SPA
is i take effect as of March 31, 2004, subject 1o closing conditions; &5 defined in the SPA, which the partics
have to comply with within a period of 60 days or later if the conditions are not met.



O July 7, 20035, Polvmax and BPC executed 8 Deed of Convevance, transferring 1o Polymax under an asset
for share swap, the petrochemical plant of BPC inexchange for 83 million commeon shares of Polyvmax with
par value of U351 per share. or 4 total par value of US383 millon,

On July 20, 2005, the Parent Company, Polvmax and NPC International Limited (NPCI) entered into an SPA
which provided that, subject 1o certain conditions, including the tranafer of the petrochemical plant of BPC
free from encumbrances, MPCT will acquire 60% of the issued share capital of NPCA from Polymax,

On August @, 2005, Polvmax and NPCA executed a Deed of Convevance, transfemng to NPCA. under an
assel for share swap, the same petrochemical plamt in exchange for 4.8 million shares of common stock of
MPCA with & total par value of P4.8 billion, resulting in [00% ownership interest of Polymax in KPCA.

Om November 15, 20035, BPC and Polyinax executed a Deed of Assigniment whereby BPC transferred and
conveyved 1o Polymax all iz rights and interest o Polymax's B3 million shares of commion stock, with a total
vilue of LIREES mullion, m exchange for the discharge of & portion of BPC's secured debt, which was acquired
by Polymax from [FC, op to the extent of the value of the shares transferred. Polymax retired the said shares
10 days from the date the Deed of Assignment.

O December 16, 2005, Polymax, MPCLL Petrocherical Industries Investivent Comnpany (FIIC) and the Parent
Company enfered into an amended SPA whereby NPCT and PIIC wall purchage 40%% and 20% of NPCA's
shares of common stock, respectively, from Polvmax, In addition 10 the conditions set forth w the orginal
SPA, the amended SPA also ivolves advances o be provided by NPCl amounting o USS1S mullicn
representing an odvance payment which may be uzed o fund the bona Gde third party costs of NPCA or BPC
for the recommuissioming, operafion and mamtenance of the petrochemical plant or such ather third party cost
Or expenses, taxes or duties as agreed between Polymax and NPCL

n the same date, the Pareot Company, NPCT and PIIC entered into a Guaraniee and [ndemnity agreciment
whergby the Parent Company wrevocably and unconditionally puaranteed the prompi performance and
ohservance by Polymax and the payment on demand by Polymax of 8]l moneys, obligations and linbilities,
which are now or at any time after the execution of the agreement become due from or owing or incurred by
Polymax woder of in connection with any of the 5PA and the Sharcholders’ Agreement, The Parent Company
also guaranteed that it shall be liable for Polymax®s obligations, a8 if it were a principal debior, if Polymax’s
obligations are no longer recoverable from Polymax.

O March 18, 2005, Polymax, NPCL PIIC and the Parent Company entered into an Agreement of Varation
(March 2006 Variation Agreement) to vary and amend the terms of the “Amended and Restaed Share
Purchase Agreemenmt (ARSPA) and the Shareholders” Agreement” entered on December 16, 2005, Under the
March 2006 Variation Agreement, completion of the conditions and conditions subsequent set forth in the
ARSPA was extended 1o April 30, 20k, Moreover, additiona] conditions that Polymax needs to satisfy prior
to completion were agreed upon.

Oy the same date, Polymax and WPCI execuied 8 Deed of Absolute Sale wherehy Polymeax sold, transferred
and conveyed to NPCT all the rights, title and interest in 19,090,000 NPC A shares of common stock, equivalent
tor 0% ownership interest, for a consideration of #1.91 billion

O September 11, 2006, Polymax, NPCI, PIIC, the Parent Company and WPCA entered into another
Agreement of Vanation (Seplember 20086 Vanation Agreement] 1o further vary and amend the ferms of the
AREPA and the Shareholders” Agreement (both initally amended and vaned by the March 2008 Yanation
Agreement), Polymax, m accordance with its obligations under the ARSPA, had notified NPCH and PIIC that
it is-aware that cemain conditions will not be fulfilled by Apnl 30, 2006, Az a result, the parties agreed o
tranafer 1o PIIC the 9,545,000 NFCA shares of common stock prior to completion, while cenain conditions
will become conditions subsequent 1o be completed on December 31, 2006

O Sepiember 20, 2006, Polvmax and PIIC éxecuted & Deed of Absoluite Sale whereby Polymax sold,
transferred and copveyed o PIC all the rights, title and interest in 9,545,000 MPC A shares of common siock,
equivalent to 20% ownership interest, for a consideration of #9545 million.

Um Drecember 31, 2006, the ARSPA Vanation Agreement expired with the conditions subsequent remaming
unseiled, Mevertheless, NFCT and PCI took control of the petrochemical plant resultmg in a dispute with the



Parent Company and Polymax, who considered the sale of Polymax's 40% and 20% interest in the
peirochemical plant to NPCI and PCIL respectively, o= nolf and void

On August 21, 2007, the petrochemical plant started commercial operations under NPCI and PIIC

Subsequently on August 27, 201 3, the Parent Company and Polymax entered inlo 8 settlement agreemend with
NPCI, PIC and NAC to resolve, fully and finally, the dispute srising from the uncompleted acquasition
transactions described above. Under the agresment, NCPT shall, among others, pay Polymax the remaining
balance of the purchase price of the 6% NPCA shares net of deductions agreed by the parties. Simultaneous
with the execution of the agreement, Polvmax shall alzo sell to KPCI an additional 20% of Polymax's interest
i MPCA from the remaining 40% equity holdng in WPCA at USEE millicn or s equivalent in Philippine
peso. In September 2013 and August 2014, the remaining balance due to Polymax was paid by NCF1 and the
20%% interest of Polymax in NPCA was sold to NCPL, respectively, in accordance with the agreement.

Az a result of the foregomg setilement, the arbitration tribunal issued on October 2. 2014 an order for
withdrawal of the arbitration cazes {under the United Mations Commission on Internationzl Trade Law Boles
of Arbitration), which were earlier Giled by the parties due to the dispute arizing from their vanous agreements,

| NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES |

Srotement of Complianes

The consolidated financial statemems have been prepared in sccordance with Philippine Financial Reporting
Standards (FFRS) approved by the Philippine Fingncial Reporting Standards Council (PFRSC) and the SEC.

The consolidated financial statements have been prepared on the accrual basis usmg historical cost basis,
except for available-for-sale (AFS) financial assets that are measured at fair valse, The consolidated financial
statements are presented in Philippine peso, which is the Group's finctional and presentation carrency. All
values are rounded o the nearest million, except when otheronse indicated

Bases of Consofidation

The consolidated financial statements comprise the financial statements of the Parent Company. Metro
Alliance Holdings and Equatie= Corp., and the fellowing subsidiaries:

Fercentage of Owmership
26 Hils

Orperating subsidiaries

Metro Combined Logistics Solutions, Ine. (MCLSENformerly

GAC Logistics, Inc.) E1%, 51%
Mon-operating subsidiaries:

Consumer Products Distribation Services, Inc, (CPTIST) 100%% 100%,

FEZ-EAC Holdings, Inc. (FEZ-EAC) 100t 100%

Zuellip Distributors, Inc. (Z13) 100%% 100%

Asia Healthcare, Inc. (AHI) 0% 6%

A subsidiary is an entity in which the Parent Company has control. Subsidianes are consolidated from the date
o which control is fransferred to the Parent Company and cease to be-consolidated from the date on which
conirel 15 fransferred out of the Parent Company,

Consolidated financial statements are prepared using uniform accounting policies for like transactions and
other events in similar circumsiances. Intercompany halances and transactions, including intercompany profits
and unrealized profits and fosses, are eliminated in full.

triplling 1
Mon-controlling interesis represent the interests in subsidiaries which are not owned, direcily of mdirectly
through subsidiaries, by the Parent Company. If losses applicable to the non-controlling interest in a
consolidated subsidiary exceed the non-controlling interest’s equity in the subsidiary, the excess, and eny
further losses applicable 10 non-controlling interest, are charged against the majornity interest excepd to the



extent that the minority bas a bindimg obligation to, and 1= able to, make pood of the losses, 1T the subsidiary
subsequently reporis profits, the majority interest is allocated all such profits until the interest’s share of losses
previously absorbed by the mapority interest has been recovered.

Adoption of New Standards, Amendments o Standards and Interpretations

o dmendments to PAS 16 and PAS 38, Clariffcation of Acceprable Methods of Depreciation and
Awerrization
The amendments clanfy that & depreciation method that 12 based on revenve that is generated by an
activity that includes the use of an asset 18 not appropriate for praperty, plant and equipment introduce
a rebuttable presumpton that an amortation method that 15 based on the reveoue gencrated by an
activity that includes the use of an miangible asset is mappropnate, which can only be overcome in
limited circumstences where the intangible asset 15 expressed as b mensure of revenue, or when it can
be demonstrated that revenus and the consumption of the economic benefitz of the imangible asset
are highly correlated add puidance that expected futare reductions in the selling price of an ftem that
was produced wsmg an assel could indicate the expectation of technological or commercial
obsolescence of the asset, which, in twrn, might reflect a reduction of the future economic benefits
embodied m the assel

The amendmenis have no impact on the company’s financial position or performance.

®  Amendmenits fo PAR 27, Equity Method in Separate Finaongin! Satements
The amendmenis permit invesiments in-subsidiomies, joint venfures and associates 1o be optionally
accounted for using the equity method in separate financial statemenis

The amendmenis bave no impact on the company’s Gnancial position or performance.

o Annmual Improvements 2012-2014 Cyele

Armendmenis i the Tollowing standards:

= PFRS & — Adds specific puidance in PFRS 5 for cases in which an entity reclpzsifiss an
assed from held for sale to held for distribution or vice verse and cases i which held-for-
distribution accounting & discontinued PFRS 7 — Addinonal puidance o clanfy whether a
BETVICInE contract 1= contimuing mvohvemend oo transferred assel, and clarification on
offsetiing disclosures in condensed intenm finoncial stntements

o PAS 19 — Clarify that the high quality corporate bonds nsed in estimating the discount rate-
for post-employment benefits should be denominated in the same currency as the benefits to
be paid

] I".-’LEa 34 — Clasify the meaning of ‘elsewhere i the: inferim repon’ and reguire. 8 cross-
reference

The amandmenis have no impact on the coppany's financial position or performance.

w  Anendments io PAS I, Disclosure Initiative

The smendments address perceived impediments [0 preparers exercising thesr judgement in
presenting their financial reports by making the following changes: Clarification that mformation
should oot be obscured by aggrepating or by providiog immaterial information, matenality
considerations apply to the all parts of the financial statements. and even when a standard requimes a
specific disclosure, materiality considerations do apply; clarification that the list of line items o be
presented in these statements can be disaggregated and aggregated as relevant and addinonal guidance
on subtotals in these stalements and clarification thar an entitv's share of OCI of equity-accounted
associates and joind ventures should be presented in aggregate as single line ttems based on whether
or not it will subsequently be reclassified to profit or loss; additional examples of possible ways of
ordering the notes to clarify that understandability and comparability should be considered when
determining the order of the nodes.

The amendmenis heve no impact on the company’s financial pogition or performance



Amepdments to FERS [0, PFRS 12 and PAS 28, Investment Extitics: Applving the Canselidation
Exceprion

The smendments address ssues that bave arisen in the context of applyving the consolidanon
exception for invesiment emitics by clarifving the following points; The exemption from preparing
consolidated financial statements for an intermediate parcnl entity s available to @ parent eatity that
i% a subsidiary of an investment entity, even if the investment entity measures all of its subsidianies at
fair valae: A subsidiary that provides semvices related to the parent's investment activities should not
be consolidated if the subsidiary 1melf 15 an mvestment entity; When applyving the equity method 1o
an associale or & joinl venoiure, & non-investment entity investor in an imvestment entity may reiain
the fair value measurement applied by the associale or joint venture to its-interests m subsidianes; An
investment entity measuring all of its subsidiarizs at fair value provides the disclosures relating to
invesiment entibies required by PERS 12,

The amendments have no impact on the company s financizl posifion or performance.

Mew standards, amendments to published standards and interpretation to existing standards effective
2016 wot yvet adopted by the company.

PFRE 11, Accomiing for Acgiisitons of Interests in Joinl Operations (Amendnients to PFRS T1)

The amendment requires ap acqguirer of a0 imierest m a poimt operation in Which the activity constifutes
a busimess (a2 delined m PFRS 3 Buziness Combinations) 1o apply all of the business combinations
accounting priveiples in PFES 3 aod other PFRESs, except for thess ponciples that conflict with the
ruidance in PFES 11 and dizclose the information required by FFRS 3 and other PEESs for business

combinations.

The amendments have no impact on the company’s financial position or perfommance,

PFRE 14, Beglatory Deferral dccounis

The sandard permits an entity which iz a frst-time adopter of International Financial Reporiing
Standards (o continue ooaccount, with zome limied changes, for ‘regulatory deferral account
balances' in accordance with its previous GAAP, both on indtial adoprion of IFRS and in subseguent
financial statements.

The amendments only affect disclosures and bave no mmpact oo the company's finoncial posiion or
performance.

Amendrents o PAS 16 and PAS 41, Agricuiiure: Bearer Planis

The smendments inclode bearer planis’ within the scope of PAS 16 rather than PAS 41, allowing
such assets (o be accounted Tor a property, plant and equipment and messored after initizl recognition
o a cost or revaluation basis in accordance with PAS 16 introduce a defmition of bearer plamnis’ as o
living plant that is used in the production or supply of agriculural produce, is expected 1o bear
produce for more then one period and bas a remote likelihood of being 2old as agriculiueal produce,
except for incidental scrop seles clanfy that produce prowing on bearer plants remains within the
scope of PAS 41,

The amendments have oo mmpact on the company”s financial position or performance,

Future Changes in Accounting Policies

The company will adopt the following revised standards, interpretation and amendments when these become
effective. Except as otherwise indicated, the Company does not expect the adoption ofthese new and amended
standards and interpretations to have a significant impact on it financial staterments.

Effective in 2007

» PFRS %, Fmancial Instruments {2009)

=  PFRS % Fimancial Instruments (2000)

s [FES %, Financial Instruments (Hedge Accounting and amendments o FFES %, PFES 7 and PAS
38} (2013



s  PERS 10 and PFAS 28 { Amendmems), Sale or Contmbuteon of Assetz between an Investor and s
Associate or Joit Venture
& PAS 12 {Amendments), Becognition of Deferred Tax Assets for Unreshzed Losses

Effecaive 201X
a  PFRSO Foancial Instruments (2014)

e PFRS 15 Revenue from Controcts with Customers
¢ IFRIC 22, Foreygm Currency Tramsactons and Advance Consderaton
=«  Pas T Amendments), Disclosure Initiative
& PFRS 15, Revenue from Contracts with Customers
# PFBE5 2 (Amendments), Classification and Measurement of Share-bassd Pavment Transactions
¢  PFES 4 (Amendmentz), Applving PFES % Financial Instrumens’ with PFRS -4 Insurance
Contracts'
« PFRS 40 {Amendments), Transfers of Invesiment Propeny
¢ Annual Improvements to PFRES (2014-2016 Cwecle)
Amendments to the following standards,
o PFRS 1 - Deletes the shon-term exempiions, because they have now served their
inended purpose
o PFRS 12- Clarifies the scope of the standard by specifving that the disclosure
requirements in the standard, apply to an entity’s interests that are classified as beld for
sale, as held for distribution or as discomtinued operations in accordance with PFRS
§ Nowr-curvent Asvers Held for Bale aid Discontinued Operanions
oo PAS 28 - Clarifies that the election to measure at fair value through profit or loss an
investment in an associate of & joint venture that is held by an entity that 15 @ venturs
capital orpanizaton, or other gualifying entity, is available for each investment o an
assoCiale or joint venture on an investment-by-investmeni basts, upon initial recognition
Eifresive 2079

« PFRS 16, Leases

Cash
Cash include cash on hand ond m banks,

Dare of Recognifion. The Group recognizes a financial asset or o financial liabdlity 1o the consolidated balance
sheet when it becomes a party to the contractual provistons of the instrument. In the caze of o repular way
purchase or sale of financiel assets, recognition and detecognition, as apphicable, w dooe usmg setlement date

Accounting,

Inivial Becognition of Finonciol nsirumenss, Fmancial instruments ore recopnized initially at fair value, which
i=-the fair value of the consideration given (in case of an assel) or received (in case of & habliey), The far
viluz of the consderation given of recerved 15 determined by reference o the transachion price of other market
prices. If such market prices are not rebably determinable, the far value of the consideration i estimated as
the sum of all future cash pavments or receipts, discounted using the prevailing market rate of inberest for
similar imstruments with similar maturities. The mitial measurement of financial mstruments, except for thoss
dezsignated s fair value through profit and loss {FVPL), mcludes transaction cosL

Subsequent to initial recognition, the Group classifies its financial assets and linbilities m the following
categories: held-to-marurity (HTM) financial assets, AFS imvestments, FVPL financial assets and loans and
receivables. The classification depends on the purpose for which the investments are scquired and whether
they are quoted in an active market. Management determines the classification of 1t financial assets at inatial
recognition and, where allowed and appropriate, re-evaluates such designation at every reporting dats,

Deteymination of Fair Valwe. The fair valoe for financial instruments traded in active markets at the balance
sheet date 15 based on their quoted market price or dealer price guotations (bid price for long positions and ask
price for short positions), withow! any deduction for ransaction costa. When current bid and asking prices are
not available, the price of the most recent transaction provides evidence of the current fair value as long as
there has not been a significant change in economic circumstances since the time of the transaction.



For all pther financial ingtruments nod ligied in an active market, the fair value is determined by using
approprate valuation lechnigques, Valuanon lechnigues include pet present value techniques, comparnson o
similar instrument for which market observable prices exist, options pricing models and other relevant
valuation models,

Day | Profir. Where the transaction price in @ non-getive market is different from the fair valse of the other
ohservable current market transactions o the same instrument or based on o valuation techniguee whose
varinbles include only data from observable marker, the Groop recognizes the difference betwesn the
transaction price and fair valoe {a Day 1 Profit} in the consolidated statement of comprehensive income unless
it gualifies for recognition as some other type of asset. In cases where use is made of data which is not
ohservithle, the difference hetween the transaction price and model value is only recognized m the consolidated
statement of comprehensive income when the inpuis become observable or when the instrument 18
derecognized. For each transaction, the Group determines the appropriate method of recognizing the “day 1°
profit amount.

Finaneial Assels
Financial Assets at FVPL. Financial asses &0 FYPL include financial asses held for trading and financial
assets designated uponinitial recognition at FVPL.

Finnncinl assels are classified as held for rading if they are scquired for the purpose of selling in the near term.
Crains or losses on investments held for irading are recognized in the consolidaied statement of comprehensive
meame,

Financinl assets may be designated by management at initial recognition at FVPL, when any of the following
criteria is met:

* the designation eliminates or significantly reduces the inconsisient treatment that would otherwise
arise from measuring the assets or recognizing gains or losses on a differemt basis; or

" the asseis are part of a group of fnancial assets, hnancial labilities or both which are managed and
their performance are evaluated on o fair value bagis, in accordance with a-documented risk management of
Investmenl SiFategy; oF

. the financial instrument contains an embedded derivative, unless the embedded denvative does not
gignificantly modify the cash flows or it is clear, with little or no analysis, that it would not be separately
recorded.

The Group has oo financial assets at FVYPL as of December 31, 2016 and 2015,

Loans and Recetvables. Loans and receivables are non-denvative financin] assets with fixed or determmable
payments that are nol quoted in an active market. They are not entered into with the intention of immediate or
short-term resale and are oo designated a5 AFS or finencial asset at FVPL. Recéivables are carried af cost or
amoriized cost, less imparrment m value, Amortization 15 determined using the effective imerest method.

The Group's cash, receivables and refundable deposits {included under other carrent assets) are included in
this calegory,

HTM Invesiments. HTM investments are quoted pon-dermvative financial assets with fixed or determinable
pavments and fixed maturities for which the Group’s management has the positrve intention and ability to hold
to marurity, Where the Group sells other than an insignificant amount of HTM investments, the entire category
wiould be winted and classified a3 AFS investments.  Afier initial measurement. these mvestments are
measured a1 amortized cost using the effective interest method, less impairment m valee, Amoriized cost is
calculated by taking into account any discount or premium on acquisition and fees that is an integral part of
the effective interest rate,

Cramns andd Iosses are recognized in the consolidated statement of comprehensive income when the HTM
mvéstments are derecognized or impaired, as well as through the amorization process.

The Group has no HTM investments as of December 31, 2016 and 201 5.



AFE Imvestments, AFS investments are non-demivative financial assets that are designated in this category or
are oot classificd in any of the other categones. Subsequent b mutial recognition, AFS vesumenis arg
meeasured ar fair value with wnrealized gains or dosses recognized as other comprehensive income i the
unrealized pain (Joss) on AFS mvestments account until the investment 15 derecognized, at which time 1he
cumulative gam or loss 15 recognized o other meome, or the investmeni 12 determined 1w be uipared, when
the cumulative gam or loss is réclassified from the uorealized gain (loss) on AFS investments account 1o profit
or boss under other expense.

The Group's mvestments m equity securities meluded under the avalable-for-sale investments accound are
classified under this cpegory.

Financial Lighilitics
Fingneigl Liokilittes ar FVPL Financizl liabilies are classified in this category if these result from wading

petivities or derivative transactions that are o0l accounted for as aceounting hedges, or when the Groap elects
to desimate a financial lability under thiz category.

The Group baz oo denvative habilities asof December 31, 2016 and 2015,

Chtker Firancial Liokilities. This category pertains to financial habilioes that are ot held for trading or not
designated a1 FVPL upon the inception of the liability, These mclude habilities ansing from operations o
borrowings.

Financial habilities are recognized mutially a1 faar value and are subsequently carmed at amonized cost, taking
mito account the mpact of applying the effective mierest method of amoriization (or accretion) for any related
premium, discount and any directly atmbuiabls mnsscton cosis,

Included o this category are: accounts pavable gnd accrued expenses (excluding pavable 1o govemment
agencies and reserves for contingencies), dus 1o related parties and long-term debi

Derecopnition of Financial Assets and Lighilities
Financinl Asseis. A financial asset {or, where applicable, a pant of a financial asset or part of a proup of similar
financial assets) is derecognized when:

the rights 1o receive cash flows from the ssset have expired;

s  the Group retains the right to recetve cash flows from the asset, but has assumed an obligation to pay them
an full without material delay 1o a third party under a “pass-through” arrangement; or

* the Group has transferred s rights to receive cash flows from the asset and either (a) bas ransferred

subsiantially all the nsks and rewards of the assel, or (b) haz peither transferred por refnimed subdanbally
all the risks and rewards of the ascer, but bas wansferred control of the asser.

When the Group has transferred its rights fo receive cash fows from an asset and hos neither transferred oor
retamed substantmlly all the nsks and rewards of the asset, the assed @2 recogmized 10 the extent of the Group’s
continuing mvolvement in the azser,

Financial Lighilides. A financial bability 15 derecopnized when the obligation under the habaluy is discharped
or cancelled or expired.

When an existing financial ability 15 replaced by another from the same lender oo substantially different
ferms, o the terms of an existng liability are substantially modified, such an exchange or modification =
treated a5 & derecognition of the original Lability and the recopnition of o new Hability, and the difference in
the respective carrying amounis is recognized in profit or loss,

Irpainment of Financial Assets
The Group assesses at balance sheet date whether a financial asset or group of financial assets 15 mopaired

Asvets Carried gt Amortized” Cost, 1F there is objective gvidence that an impairment loss on loans and
receivables carried at amostized cost has been incurred, the amount of loss is measured as the difference
berween the asset's camrying amount and the present value of estimated futre cash flows (excluding future
credit losses) discounted at the financial asset’s oripinal effective interest rate {i.e., the effective inderest rate
computed at initial recognition). The carrying amount of the asset shall be reduced either directly or through



use of an allowance account. The amount of Joss shall be recopnized in the consolidated statement of
comprehensive ncome,

The Group first assesses whether objective evidence of impairment exists individually for financial assets tha:
are individually significant, and individually or eollectively for financial assets that are not mdividually
‘significant. If it is determined that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or nod, the asset iz included in & group of financial assets with similar credic
risk characteristics and that group of financial assets is collectively assessed for impainment. Assets that are
individually assessed for impairment and for which an Tmpairment Josg 1% oF continees to be recognized are
oo included ina collective assessmient of mmpatrment,

If. in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively (o an event occurning after the impairment was recognized. the previously recognized impairment
Inss is reversed, Any subsequent reversal of an impairment loss is recognized in the consolidated statement of
comprehensive income, to the extent that the carrying value of the asset does not exceed its amortized cost at
thie feversal date.

Aszers Carvied at Cost. If there is objective evidence of an impairment loss on an wungusied equity issirumenst
thei iz mot carried &t fair value because its fair value cannot be relinbly meazured, o of a derivative asset that
ts lnked 10 and mst be settled by delivery of such an unquoted equity instrument, the amount of the loss is
measuréed 2% the difference between the asset’s carmyving amound and the prezent value of estimaled furere cash
flows discounted at the current market rate of return for a similar financial asses,

AFE Financial Assels, IFan AFS financial asset is impaired, an amount comprising the difference between the
cost (net of any principal pavment and amortization] and its current fair value, less any impawrment loss on
that financial assel previously recognized in the consolidated statement of comprehensive income, is
transferred from equity 1o the consolidated statement of comprehensive income. Reversals in respect of equity
instruments classified as AFS are not recognized in profit. Reversals of impairment logses on debt instrumenits
are reversed through profit or Joss; if the increase in fair valoe of the instrument can be objectively related 10
an event occurming afier the mmpairment loss was recognized in profit or foss.

Classification of Financial Instruments between Debt and Equity
A Nmancial instrument is classified as debs if 1t provides for a contractual obligation fo:

#  deliver cash or another fimamcial asset to another entity; or

# exchange financial assets or financial Labilities with another entity under conditions that are potentially
unfavorable 1o the Group, or

=  satisfy the obligation other than by the exchange of a fixed amount of cash or another fmancial asser for
a fixed pumber of owm equity shares.

If the Group does not have an unconditional right to avoid delivering cash or another financial asset to settle
its contractual obhigation, the obligation meets the definition of a financial liabiliy.

Offsetting Financial Instruments
Financial assets and financial liahilities are offset and the net amount is reponed in the consclidated balance

shest il and onlv if, thers 15 8 currently enforceable legal right 1o offset the recomnized amounts and there is
an intention to settle on o net basis, or to realize the asset and selle the liabiliy simultansously. This i5 not
peneraliv the case with master netting agreements, and the related assets and liabilities are presented gross in
the consohidated fnancial position.

Aszet Held for Sale
An agsel 15 classified as asset held for sake when ils carmrying amount is o be recovered principally through o
sale trangaction rather than through continuing wse and a-zale 15 highly probable, Asset held for sale is stated

at the bower of its carrving amount and fair value less costs i sell.

Property and Equipment
Propery and equipment are stared at cost lesz accumulated depreciation and amorization and amy impairmseni
i value.

The initial cost of property and equipment consists of itz purchase price, mcluding 1mport dubies, taxes and
any directly atiributable costs in bringing the asset to itz working condition and location Tor its imended use.



Experditures incurred afier the fixed asseis have been put ino operation, such as repairs and mainienance
costs, are nommally charped to moome in the period such costs ane meurred, In einsations where it can be clearly
demonstrated that the expenditures have resulted in an increase in the future economic benefits expected 1o be
ohiained from the use of an item of propery and equipment bevond its originally assessed standard of
performance, the expendiures are capitalized as an additional cost of properiy mnd equipment.

Depreciation and amortization of property and equipment commences once the fixed assets are available for
use and 1s caloulated on o straight-line hasiz over the following estimated useful fives:

Particulars Number of Years
Leasehold improvemenis 5 vears or lease ferm, whichever is shomer
Machinery and equipmeni 3w I0
Office furniture, fixtures and equipment 2105

The remaiming vseful lives, residual values and depreciation and amortization method are reviewed
periodically to ensure that the periods, estimated residual values and method of depreciation and amortization
are consistent with the expected panern of economic benefits from the items of property and equipment.

When an assel i% gold or retired, i2 cost and related accumulated depreciation and amoriization and any
impairment in value are eliminated from the accounts. Any gain or loss resulting from its disposal is credited

to or charged apainat current operations.

imangible Assers

Intangible assets peraining to software license costs that are acquired separately are initially camed at cost.
Subsequently, intangible assets with definite useful lives are carmed ot cost less accumulated amortization and
impairment losses. Amortization is recognized on a straight-line basis over therr estimated useful lives, which
do oot exceed thiee vears,

The remaining wseful life and amortization method are reviewed at the end of each annual reporting penod,
with the effiect of anv changes in estimate being accounted for on a prospective basis.

An intangible asset 1% derecognized on disposal, or when no furure cconomic benefits are expected from use
or disposal. Gains or losses arising from derecognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in profit or loss
whean the asset is derecognized.,

Impairment of Non-Financial Assel with Defingfe Useful Life

The carrving values of property and equipment and itangible asseis are reviewed for impairment when events
of changes in circumsiances indicate that the carrying value may not be recoverable, IF any such indicaton
exizts, and if the carrying value exceeds the estimated recoverable amount, the assets or cash-generating units
are wrinten down to their recoverable amounts. The recoverable amount of the asset 15 the greater of fair value
[e2s costs 1o sell or value in wse. The fair value less costs to sell 15 the amount obtainable from the sale of an
assel i an arm's length transaction between knowledgeable, willing parties, less costs of disposal. In assessing
vilue in use, the estimated futere cash Aows are discounted to their present value using a pre-iax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. Foran
asset that does not generate largely independent cash inflows, the recoverable amount is determined for the
cash-penerating unit to which the asset belongs. Impairment losses of continuing operations are recognized in
the comsolidated statement of comprehensive income in those expense categories consistent with the function
of the mmpaired assel

An assessiment is made af each reporting date as to whether there 15 any indication that previously recognized
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable
amount is estimated. A previogsly recognized impairment loss 158 reversed only 1f there bas been 8 chaoge in
the estimates used to delermine the asset’s recoverable amount since the last impairmend loss was recopnized,
If that is the case, the carrving amount of the asset 15 icreased to s recoverable amount, Thal mereased
amount cannot exceed the camming amount that would have been determmed, net of deprecianon and
amortization, kad no impairment loss been recopnized for the asset m prior vears, Such reversal 2 recognized
in profit or loss, Afier such & reversal, the depreciation and amoriization charges s adjusted in furure peciods



1o allocare the asset's revised cerrving amount, less any residual value, ona svsiematic basis over Us remaming
useful life,

Equity
Capital stock i measured ai par value for all shares ssued. Proceeds of consideration receved in excess of
par value are recognized as additonal puid-in capital,

Revenue
Revenus is recogmized 1o the extant thar i probable thar the economic benefits associated with the transaction
will flow to the Group and the revenue can be measured reliably. Revenue is recognized as follows:

Logistics and (hher Services
REevenue is recognized when the related services are rendered.

Tnievest
Interest income is recognized as 1t accrues, taking inte secounl the effective vield of the assel.

Dividend Ircome

Dividend income 15 recopnized when the rght o recerve the payment is established.
Expenses

Expenses are recognized a5 incumed,

Leases

The determination of whether an armngement is, or contains a lease is based on the substance of the
arrangement and requires an assessment of whether the fulfillment of the ammgement is dependent on the yse
of & specific asset or assets and the amangement conveys a night to use the asset.

Leases which do not transfer to the Group substantially all the n=ks and bepelits of owaershap of the agset are
classified as operating leases. Orperating lease payments are recognized a5 an expense in the consolidared
statement of comprehensive income on 8 straight-line basis over the lease term. Agsociated cosis such as
mainienance and insurance are expensed os incurred.

Bomowing Costs
Borrowing costs are generally expensed a8 iocuwred, unless there are gualifying assets thal requirs
copitalization of borrowing cosis,

The Parent Company and MCLST provide for estimated retarement benefits to be paid under Republic Act
(BA) Mo, 7841, Betirement Law, to all their permanent emplovess. MCLS] has a funded, non-contmibutory
defined benefit retirement plan, adminisiered by o trustes, covenng i85 permanent emphovess, The cost of
providing benefits under the defined benefit retirement plan @5 determined w=zing the projected unmt credit
actuarial valuation method. This method reflects services rendered by emplovees up to the daie of valuation
and incorporates assumplions concerming emplovees” projected salories. Actuanal valuations are conducted
with sufficient repulanty, with option to aceelerate when significant changes 1o underlying a2implions poour,

The et defined liability or asset 1= the sgpregate of the present value of the defined benefin obligatson arn the
end of the reporimg penod, reduced by the fair value of plan aszets (F any), adjusted for any effect of limitng
a met defined benefit asset o the pssed ceihing. The assel ceiling i3 the present value of any economic benefits
avatlable o the form o refunds from the plan or reductions in future contributions 1o the plan.

Betirement bemelitz costs melude sepvice cost, net interest on the pet defined obligation or agset and
remegsurements of net defined benefit obligation or azset

Service costs, which melude current service costs, past service cods and gains or losses on poo-routing
settlements are recopnized as part of cost of services and expepses im0 the consobdated statements of
comprehensive income. Past service costs are recopnized when plan amendment of curtailment pocurs,

Met interest on the net defined obligation or asse1 15 the change dunng the penod in the net defined benefil
liahiliny or asset that arises from the passape of time which is determined by applving the discount rate based
on government bonds o ihe net defined benefit lisbility or asset Met interest on the net defined benefit liability
or assed i recopnized a5 expense or income in profit or loss.



Remensurements comprising actusrial gains and losses, return on plan assets and any change in the effect of
the asser ceiling (excluding net interest on defined benefit oblipation) are recogmized mmediately in other
comprehensive meome in the period in which they arise, Remeasurements are not reclassified to profit or loss
in subsequent perods,

The net retirement benefits liability recopnized by the Group s the aggregate of the present value of the defined
benelit obligation &t the end of the balance sheet date reduced by the fair value of plan assets, adyusted for any
effect of limiting a net pension assed 1o the asset ceiling. The asset ceiling is the present value of any economic
benefits available i the form of refunds from the plan or reductions: in future contributions to the plan,

Plan assets are assets that are held by a long-term employee benefit fund. Fair value of plan assers is hased an
market price information.

Foreipn Currency Transacions and Translations

Transactions denominated in foreign currency are recorded in Philippme peso usimg the prevailing exchange
rale at the date of the wansaction. Outstanding monetary assets and liabilities denominated in foreign
currencies are translated to Philippioe peso using the prevailing exchange rate at balance sheet date. Foreign
exchanpge gams or losses ansing from the trenslation at balance sheet date or settlement of monetary items at
rates different from those a1 which they were initially recorded are credited to or charged against current
OpCTaions.

Incoms Tax

Income tax for the year comprises current and deferred income tax. Income tax is recopnized in the
consolidated statement of comprehénsive income except to the extent that it relates to items recognized directly
in equity, m which case 31 18 recogmzed in equiry,

Current Tax

Current tax asset= and lizbilities for the current and prior periods are measured at the amount expected 1o be
recovered from or paid 1o tax suthority, The tax rates and tax laws used to compute the curment tax are those
that are enacied and subsiantively enacted as of balance sheet date.

Current income 1ax relating to items recognized directly in equity, if any. is recognized in equity and oot n
profitor loss

Digferred Tax

Deeferred income tax is provided using the balence sheet lisbility method. Deferred tox nssets and liabilities
are recognized for the future tax consequences atiributeble to temporary differences between the cammying
amounts of assets and liabilitics for financial reporting purposes and the amounts vsed for taxation purposes,
and the carry forecard tax benefits of the net operating loss carmyover (NOLCOY and the excess of minimum
corporate income tax (MCIT) over the regular corporate income tax. The amount of deferred mcome tax
provided is based on the expected manner of realization or settlement of the cammying amount of assets and
Liabilitkes, vsing tax rates enacied at reporting date. A deferred tax asset is recognized only io the extent that it
ts prohable that fature taxable profits will be available against which the deductible temporary ditferences and
the carrv-foraard benefits of unused NOLOD and MCIT can be utilized. Deferred tax assets are reduced o
the extent that it is no longer probable that the related tax benefit will be realized.

Income tax relating 10 ciher comprebensive income, if any, & recognized in the other comprehensive income
sectivn of the consolidated statements of comprehensive income.

Related Parnes

Parties are considened o be related il one party has the shility, directly or indirectly, 10 control the other party
or exercise significant influence over the other party in making financial and operating decisions. Parties are
alzo considered to be related if they are subject to common control or commeoen sipnificant mfluence. Related
partics may be individuals or corporate entities. Transactions between related parties are on an grm’s length
basis in a manner similar to fransactions with non-reloted partizs

Earnings Per Share

Basic earnings per share are computed by dividing net income by the weighted average number of ouistanding
shares, The Parent Company has no dilutive potential common shares that would require disclosure of diluted
carmings per share in the consolidated statement of comprehensive incomse.



stgmenls

The Group's operating businesses are recogmzed and manzged separately according 1o the namre of the
products and services provided, with each segment representing & sirategic business unit that offers different
products and serve different markets. Finaneial mformation on business segments are presented in Mots 5.

MrovisEons

Provisions are recognized only when the Group has (a) e present obligation (legal or constructive) as o result
of past event; (h) it is probable (i.e., more likelv than not) thar an outflow of resources embodying economic
benefits will be required to settle the obhgation; and {¢) a reliable estimate can be made of the amoum of the
obligation. If the effect of the ime value of money is material, provisions are determined by discoanting the
expected future cash fows at a pre-tax rate that reflects current macket assessment of 1he time value of money
and, where appropriate; the risks specific to the lisbility, Where discounting is used. the incresse in the
provizion due o the passage of time is recognized as interest expense. Where the Group expects a provision
10 be reimbursed, the reimbursement = recognized as a separate asset but only when the receipt of the
reimbarsement s virtually certain.

“oaihin 125
Coatingent. liabilities are not recognized in the consolidated financial statements. Thev are discloged unless
the possibility of an outflow of resources embodying economic benefits 12 remode, Conlingent agsels ane nod
recognized m the consolidated financial statements but are disclosed when an mffow of economic benefils is

probable.

Events after the End of Reporting Perind

Post year-end events that provide sdditionsl information about the Group’s position at financial reporiing date
{adjusting events) are reflected in the consolidated financial statements. Post year-end events that are not
adjusting events are disclosed in the notes to the consolidated finencinl statements when material,

| NOTE 4 - CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the consolidated financial statements in conformity with PFRS requires managemem to
make judoments, estimates and assumptions that affect the amounts reported i the consobidated fnancial
statemients and accompanyving notes. The judgments, estmates and assumptions used in the accompanying
consolidated financial statements are based vpon management’s evaluation of relevant facts and circumstances
as of the date of the consolidated financial satements. Acwal resulis could differ from such estimares, Funere
events may ooour which will cause the judpments and azsumpbions used in amving af the estimares 1 change
The effects of any change 1n judgments and estimates are reflected in the consolidaied finsmeial stlements as
these become reezonably determinable,

I clits
In the process of applving the Group's accounting policies, management has made the following judgments.
which have the most significant effect on the amounts recognized in the consolidated financial statements.

Consolidaiion of SPE

An entity is considered a SPE and included in consolidation even m cases when the Parent Company owns
less than one-half or pone of the SPE’s equity, when the substance of the relationship between the Parent
Company and the SPE indicates that the 5PE 15 controlled by the Parent Company, While the Parent Company
has oo ownership interest in Polymax, this SPE was included m the 2006 consolidated financial statements
and prior years. However, starting in 2007, the 8PE was 50 longer consolidated because it had ceased operating
a5 i poing condem (see Mo B},

Opevating Leaze Commimments - Group as Lessee

The Group has vanows operaling lase agreements for their respective offices and warehouses. The Group
has determined that the risks and rewards of ownership of the underlving properiies have been retained by
their respective lessors, Accordingly, these leases are accounted for as operating leases (see Mode 23).

Contingencies
The Groop 5 cureently involved in various legal proceedings, which are normal io its business as discussed in

Mote 29, The Group’s estimate of the probable costs for these proceedings and resolution of these claims bave



been developed in consuliation with cutside counsel handling the prosecution and defense of these cases and
is based upon an analyvsis of potential results, The Group does nol believe thal these legal proceedings will
have 8 material adverse effect on its consolidated financial statements. 10is possible, however, that.changes in
estimates relating to these proceeding: may materially affecr results of operations.

Estimates and Assumphons

The kev assumptions concerning the furure and other key sources of estimation uncertainty at the reporting
perind, which have a significant rigk of causing material adjustment to the carrying amounts of assets and
Liakdlities within the next financial vear, are described below, The estimates and underlying assumphions are
reviewed on an ongoing basis. Revisions 1o accounting estimates are recogmiced o the period in which the
estimate is revised if the revision affects only that pestod or in the peried of the revision and futere periods i
the revision affecis both current and future pericds,

Estimating Alfowance for Probable Losses

The Group reviews the carryving amounts of receivables, creditable withholding and input taxes (under other
current assets) and advances to Polymax (under assel held for sale) at cach balance sheet date and reduces the
balance of these assets to their estimated recoverable amounts.

Receivables (net of allowance for doubtful sccounts of #1504 millicn and P147 million as of December 31,
2016 and 2015, respectively) amounied to 10906 mallion and PO22 million as of December 31, 2016 and
2015, respectively (sec Mote T).

The carnang amount of other current assers amounted to P24.0 million as of December 31, 2016 and 2015, as

discussed in Note 9. Allowance on probable losses, mainly pertaining to ereditable withholding and input
taxes, amounted w 122 million as of December 31, 2006 and 2015 as shown also in Note 9.

Advances to Polymax (under asset beld for sale) amountiog to #4154 million as of December 31, 2016 and
2015, respectively, comstitute 70% and 74% of the Group’s total assets al the end of 2016 and 20135,
respectively, The realization of the Parent Company "z advances 1o Polymax and the settlement of the past dus
liabilitics carried m the books of Polymax, for which the Parent Company is jointly and severally liable, is
dependent on whetber sufficient cash Oows can be geperated from the sale of Polymax's remaining 20%
interest in NPCA and from the letter of comfon 1ssued by the Parent Company's major stockholders in favor
of the Parent Company, as discussed in Mote B,

Estimaring Usefid Lives and Residual Values of Property and Equipment and Intangible Asvets

The Group estimates the useful lives and residual values of i property and equipment and intangible assets
based on the period over which the assets are expected to be avalable for use, The Group reviews annually
the estimated vseful lives and residual values bazed on factors that include azset utihzation, mremal echnical
cvaluation, technological changes. and anticipated uvse of the aszes [t is possible ther futere regulis of
operations could be materially affected by changes in these estimates brought about by changes in factors
mentioned. A reduction m the estimated useful lives of property and equipment and intangible asseds would
increase depreciation and amortization expenses. while an increase in the estimated useful lives would
decrease depreciation and amortization expenses,

There has been no change 1o the Group's estimate of the vseful lives and residual values of itz propeny and
equipment m 2016 and 2015,

In 20016 and 2015, MCLSI's management assessed that there is a significant change from the prévious
estimates and cstimated wseful life of is infangible asseis to one vear, since the assets will no looger provide
furure economic benefit to the Company as disclosed in Note 12,

Evaluation of Impairment of Noncurrent Non-Financial Assets

The Group assesees the impairment of assets whensver events or changes in circumstances ndicate that the
carrying amount of an asset may not be recoverable, Whenever the camrving amount of an aszer exceeds its
recoverable amount, an impairment loss 15 recognized. The recoverable amount 12 the higher of an asset’s net
selling price and value i wse, The net selling price iz the amount obtainable fom the sale of an asset in an
arm's lengith iransactuon while value in use i5 the present value of cstimated future cash flows expected 1o arse
from the continuing use of an asset and from its disposal at the end of it5 useful life. Becoverable amounts are
estimated for individual asset or, if it 15 not possible, for the cash penerating unit to which the assel belongs.



Management believes that there was pooindication of impairment on property and equipment as of December
31, 2006 and 2015 As of Degember 31, 2016 and 2015, property and equipment, nel of accumulated
depreciation and amortization, amoumed o P26 million and P3.7 million, respectively, as shown in Note 11
and total depreciation and amortization charged fo operations amounted 1o #124.942 in 2016 and P127,065
rllion im 2005 (see Note 19).

Intangible assets as of December 31, 2016 have been fully depreciated as a result of the change in the estimated
useful lives of the assats except for SAP Business One.

Fair Value of Finoncial Assers and Lishilitfes

The Group carries cerlain financial asse1s and financia! liabilities at fair valoe, which requires use of
pccounting estimates and judgment. The significant components of fair value measurement were determined
using verifiable objective evidence {(Le., quoted market prices and interest rates). In the case of those financial
pssets and financial liabilities that have mo active markets, fair values are determined using an appropriate
valuation technique. Anv change in fair value of thess financial assets and liabilities would affect profit or loss
and equity. The fair value of financial assets and Labilives are enumerated in Mote 27,

Tmpairment of AFE Investarenis

The Group freats AFS financial assets as impaired when there has been a significant or prolonged dechine in
the fair value below its cost or where other objective evidence of impairment exisis, The determination of what
is “significant™ or “prolenged” reguires judgment. The Group treats “significant” generally as a decline of
20% or more below of the onginal cost of the investment, and “prolonged” as period longer than 12 months:

In addition. the Group evaluates other factors for AFS investments with no guoted bid prices such s changes
in the issuer’s industry and sector performances, legal and regolatory framework. technology., and other factors

that affect the recoverability of the investments.

Deferved Tax Assers

The Group reviews the carrving amounts of deferred taxes at each reporting date and reduces deferred tax
assets to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred tox assets to be unhzed

The recognized net deferred tax assets amounted to P5.2 million and #4.0 miltion as of December 31, 2016
and 2013, respectively (see Note 21},

The Group did not recognize deferred tax assets of the Parent Company and its non-operating subsidiaries
amounting to #8503 million and B32.4 million as of December 31, 2016 and 2015, respectively, as management
believes that the Parent Company and its non-operating subsidiaries may not have sufficient future taxable
profits available 10 allow utilization of these deferred tax assets as discussed in Note 21.

Retivement Berefits

The determination of the obligation and eost of retirement benefits is dependent on cenain assumptions used
b the actuary in caleulating such amoums. These assumptions are described in Mote 21 1o the consolidated
financial statements and include, among others, discount rates, salary increase rates and expected rates of
retum on plan assets. Actual results that differ from the Groop's assumptions are accumulated and amortized
over future periods and therefore, will generally affect the recognized expense and recorded obligation in such
future periods. While the Group believes that the assumptions are ressonable and appropriate, significant
differences in the actusl experience or significant changes in the assumptions may matenally affect the
retirement oblizations,

Acerped retirersent benefits costs amounted o P61 million and PE9 million as of December 31, 20016 and
2015, respectively (see Mote 22}

NOTE 5 - SEGMENT INFORMATION

The Group's business activities are conducied in the Philippines and it is primarily in the contract logistics
and supply chain management segment in 2016 and 2015,



Sepment Asseis and Liabiliizs

Segment assets include all operating assets used by & segment and comsist principally of operating cash,
receivables, other: current assets, assel held for sale and property and equipment, net of allowances and
provisions. Segment labilities include all operating liabilities and consist principally of accounts payable and
accrued expenses, due to related parties and long-term debe.

The financial information with regard to the Group's significant business segments as of December 31, 2016
and 2015 and for the years then ended is presented below

206
Dristnbutiom amxl {hher
Cioness Logimics Brusinesses Total
External Sales # 180,131,349 18131349
Roezulis
Segment resule 16,785,177 (3.69E.438) 13,086,739
CHher income {expense) i3, |65 167678 I30L841
Provissan For imeoeme 1as [4.0FTT530) 1 14,077 AN
Ml incoane (Joss) 1273082 EHJJUJ?EE.L 8,240, [
Chier Informmatson
Sepment atsels 127,749 666 468 354 667 253,146,332
Segment Eahilitses ES 446,104 410,528 OBh ARST4, 1%
Capial expendimines 724,550 - Ti4.950
Diepreciation and amorzzation 2,223 d6E - 2,113,468
Momcash tems other than depreciation and amonizsion 5.AHI6. 085 . 516,085
2015
Distmieioe and Lt
Conemet Logistics Busiresss Torml
External Sales " 143 344,326 = 143344305
Reuls
Segment resuly IATS 20 (14, E50,2510 00 BTS,BE2 )
Other imoome [ cxpenic) {2,153 44 14,726,259 1Z57I 810
Prowizsan for income fax (1.7 1RT (1 aL6A42) 13,007,309
Bt mneoane {bogs) (412,367} [1.240.424) A1, BHL 360
Cither Indnrmaiion:
Sezment asscls 07315 k05 466, 182,578 561474473
Segment Hahilites 67450801 07 503,233 478 Ond 1134
Capilal expendilunc: . : =
Depreciasion and amorti@ion 444,714 21195 445, 505
Moncash nems aiher than depreciation and ameiizition 51,352 7131 551 7.0E5 243
[NOTE 6 CASH
Details of cash are as follows:
Particulars 2016 201 5
Cash on hand 025007 P 141 (D
Cash in banks 22 A05.026 15578137
Toval P 23A312E P 15,719,137

Cash in banks eam interest at the respective bank deposil ratez. Interest income Fom banks amounted to
Pi1, 280 and P61.712 in 2016 and 2015, respectively.



| NOTE 7 - RECEIVABLES

Dwetails of receivables are as follows:

Pamiculars 2016 2005
Trade r 74144195 P 53,170,627
Due from related parties (Mow 14} £383.890 5. T16471
Chthers 36,651,131 372x6 033
Notes 143,865,021 143,865,021
Subiosal 260,044,237 230.987,152
Less: Allowance for probable losses (150.426,.323) (147,037.641)
Tatal r 109,617,014 P 92940511

The notes receivable bear mterest at 3,5% per annum and are pavable in 365 days on demand, subject to
renewnl upon musteal consent. Wotes receivable are considered impaired and covered with allowance for
prohithle logses; accordingly, no interest income was recognized in 2016 and 2015,

Trade recevables are non-inserest bearing and are penerally on 30 10 60 davs” credin rerms,

Due from relsted parties are noninterest bearing and have no fived repayment terms.

Other receivables perain 1o advances subject for liquidarion,

The movements in the allowance for probable losses follow;

Parnculars == 26 2015
Balance a1 beginming of vear o 147,037 41 P 149,347 803
Write off (RT2.107) (7.716,829)
Provision for the year (Mote 199 4,160,789 5,204,667
Balance at end of vear 150,426,323 P 147,037 841

NOTE 8 - ASSET HELD FOR SALE

Agset beld for sale amounting 4o B415.410.4350 as of December 31, 2006 and 2015, respectively; which
constiiies 94% of the Parent Company's tofal assets a5 of December 31, 2006 énd 2015, represents advances
1o Polymax, the Parent Company’s special purpose entity incorporated m British Virgin Istands solely for the
purpose of acquiring the petrochemical plant of NPCA as discussed in Note 2,

On March 18 and September 20, 2006, Polymax’s mierest in WPCA of 40% and 20%, respectively, was sold.
Thercafier, manapement decided to discontmuee operations and ceased operaling as a going concern. The
remaining 40% mterest of Polvmax in NPCA, which is for sale, is valued st 900 million, which s the
estimated recoversble amount from the sale of the fnvestmeni. The realization of the Paremt Compamy’s
advances to Polvmax and the settlement of Folymax's past due lisbilities related to the asset for sale, for which
the Parent Company is jomtly and severally lizble, are dependent on whether sufficient cash flows can be
generated from the sale of Polymax’s remaining 20% mterest in NFCA, which i for sale. In this regard and
fo ensure the recoverahility of the Parent Company’s advances to Polymax, the Parent Company's major
siockholders issued a letter of comford i favor of the Parent Company on Seplember 30, 2014,

During 2014, 20% of the 40% remaining interest of Polymax in NFCA was sold. To reiterate assurance of the
collectability of the Parent Company's advances 1o Polymax, a-comfort lener dated April 10, 2015 was ssued
by the major stockholders of the Parent Company.



Om December 16 and 22, 2013, the Company was able to collect advances from Polymax amounted to #300
million and P73 million, respectively.

Condensed unaudited fingncial information of Polymax as of December 31, 2006 and 2005 prepared on the
liguidation basis of accounting is shown in the fable below,

Particulars ) 2015
Assels
Cash and cash equivalents ¥ 13,966,060 130,966,060
Aszarg held for sale 347,720,600 347,720,000
[re from related parties 157,433,309 157433310
Tetal assets 636,119,369 636,119,370
Liabalities
Liakilities related 1o asset helbd for sale G494, 668,446 J04 668 446
Droe to Metro Alliance Holdings and Equities
Corp. 415,410,450 415,410,450
Other payable 49,030,000 49,030,000
Total liabilities 1,459, 108,896 1,459 108,595
Capital deficiency F  BI1UE0527 ¥ EX20R0.52G

Azsers beld for sale of Polvimax: perains fo the estimated recoverable value of Polymax’s remaimng 20%
inilerest in WPCA.

Due from related parties of Polymax represents amount due from the Wellex group of companies.,

Lisbilities related 1o asse held for sale of Polymas perain to past due liabifities, which were obtained o
finance the purchase of 100%: ownership interest in NPCA. The Parent Company is jointly and severally Liable
with Palvmax with respect to these past due liabilinies.

Polymax’s share in the net loss of NPCA amounted 10 1724 million in 2016 and #208.2 million m 2015;
however, this was not recognized in both vears go that the carrving value of Polymax's investment in NPCA
will not fall befow its estimated recoverable value from sale of P450 million

| NOTE 9 - OTHER CURRENT ASSETS

Details are as follows:
Farhiculars 2016 M5
Credifable withholding taxes P 18200899 P 228E14T1
Input taxes B.620,137 T.R10326
Prepayments and others E.568,971 3,753,286
Refundahle deposits B34.772 1 873218
Subotal 36,263,779 36,318,321
Lezz: Allowance for probable losses (12,254 345) (12,254,345)
Total P 24009434 P 24063976

e

| NOTE 10 - AVAILABLE-FOR-SALE-INVESTMENT

Available-for-sale investments consist of investmenis i shares of Waerfront Philippines, Inc. (WFPI) and
others that are guoted in the local stock exchange. a5 well as investments in unlisted shares. Movements of the
account fiollow:



Pa..-til:u!trﬁ G 20E5

Ealance at beginning of year P 6558768 P 6ATIA4TI
Ket change in the fair value gain (logs) of AFS investments (1,729.383) {1498 38K}

Balance at end of vear P 4820385 P 4973.085

The movements in net unrealized gaim on AFS investment are a5 follows:

Particulars 2016 2015
Balance gl bepinning of year Polorizz # 0 2,7EV.ROS
Giainflosz) due o changes in farr morkel value of AFS investments (143, TiHI) (I 5ES,643)
Balence at end of vear * 1058422 ¥ 1.X02122

The net unrealized gain on AFS mvestments are deferred and presented separately as AFS reserve under the
equity section of the consolidated financnl pesition

| NOTE 11- PROPERTY AND EQUIPMENT

Asof December 31, 2016, this account consists of the following:

Acguisitions.
Beginning ([ Deposals) Ending

l"‘mj»;uﬁaﬁ Balances Proviseoms Balunces
Cost
Leasehold improvements | L B Plaa2d 1,663,541
Machinery and equipmeni 21544 204 111.554 21,900,958
Office furminure, fixrures and eguipment 13574517 489,012 14,073,329

Tital 36973838 TI4.5] IT.697,828
Agcumulared depreciation:
Leaschold improvements 1,106,763 156,281 1,351,044
Machinery and sguipment 18,845,744 1,373,083 206,216,551
Office furiture, fixmees and squipiment 15,179,474 313389 13,491,805

Tistal P 3321999 1.8:41,753 15060, T43

Met Book Value F 3752848 P L.636,085



As of December 31, 2015, thas account consists of the following!

Beginning Agquistions Ending
o Particulars Balamces Frovisians Halances
Cos
Leasehiold improvements ®LTIEATS ol l.548, 117
Machinery and equipment ) B67.571 981 473 21,549 404
Office furningre, fixtures and equipiment 13,222 09 251518 13,574,217
Toal A5367,245 1,605 503 A607 ERE
Accunmilated depreciation:
Leasshold improvements 1LI10E]T RS 844 1. 196,763
Mochinemy anad equipment LT, 148,735 1a%5Nn3 16843, 748
Mfice furniture, Axtures and squipment 12055379 1,124,101 13,175,480
Tital oA 3485 2 005 33219 504
Met Book Valus P 5082316 P 3752847
| NOTE 12 - OTHER NON-CURRENT ASSETS B

Az of December 31, this account is composed of the following:

2016 2015
Refundable deposits — non-currend portion. ¥ 6,527,030 1,919,700
Intangible assets 844,143 555,550
Tatal P 737173 P 2475256

Intangible assets perain to non-exclusive software license costs for use in MCLSI's warehouse management
sysiem,

The carrving amount of ntamgible asseis a2 of December 31, 201642 as follows:

Beginming Ending
Particulars Balans:és Ammarti stioen Balaneis
Cpse:
Sleoet messaging 4 [35.135 - 135,138
Warehouse managesment sysiem e ] - 1300000
Cactus ccounting syEem 1,025, 00 - 1,025 00
SAP Business one . L33, 0Kk 413 (100
Total 245 G35 00 3403045
Accwmuslated depreciation;
Shori messaging 135,135 % 135,135
Warehouse manapemment syslom 13050 - 130%010
Caerus acopunling sysicim 40 A44 355556 1035 (WHk
SATP Business one - AE 857 BE.RET
Tonal Foo1914.450 e 25580402

Net Book Value g £55 550 844,143



The camying amount of intingible assets as of December 31, 2015 15 as follows:

Beginning Ending
Paricilars Bialamees Amprtization Balances
Cost:
Short massaging r 135,135 o 135,135
Warehouse management sysiem 1308510 - 1,5049.9 1
CsErus accouniing system A0, K 1250610 1,025 03
Total 2343 045 1250610 2 470045
Accomulared depreciation:
Short messaging 135,138 - 135,135
Warchouss management gyslem 1309910 - 1,505 200
Caeras accountng Syarem 1 50, H1 316444 b add
Tartal F | 505045 ERE T i
Net Book Value P TED D00 P R

Intangible assets have been fully amortized during the year as MCLSI's management assessed that these will
no longer provide & future economic benefit to MCLS]

During the year, the management decided 1o fully amortize the Cacrus accounting system as the intangible
asgets is no longer functional. Impairment logs amounted 10 B262,699 and nil for the years 2016 and 2015,
respectively and was présented &s part of operating expenses in the statements of comprehensive income.

NOTE 13 - ACCOUNTS PAYABLE AND ACCRUED EII"ENSEEH

Dietails of this account are as follows:

Particulars 2016 2015

Trade pavables P 47,222973 P 11433043

Accrued expenss 202,803,335 [ 86,567,290
her lisbilities 179,495,049 192,039,390
Total P 429,521,357 P 410,040,628

Trade payables are noninterest bearing and have eredit terms of 30 to 60 days.

Accrued expenses and other habilities include provisions [or habilives arsing in the ordinary conduct of
business, which are cither pending decision by povernment authorities ot are béing contegted, the ouscome of
which i3 not presently determinable. In the opinion of management and its legal counsel, adequate provisions
have been made 1o cover tax and other linbalities that may anze az a result of an adverse decision that may be
rendered.

Provisions relate to pending claims jointly ond severally againa the Parent Company and Polymax and pending
claims and tax asscssment solely against the Parent Company., The information usually required by PAS 37,
Provisions, Contingent Liahilities and Contingenr Assets, 15 oo disclosed az it may prejudice the ootcome of
the refated claims and tax assessmeents.

Ohther liakilities mainky pertain (o pavable to government agencies.



| NOTE 14 - RELATED PARTY TRANSACTIONS

a. Diue fromdto related parties

The amounts dus from related parties included under receivahles are unsecured and noninterest bearmg
advances, which have no definie repavoent lerms,

The amounts due to related parties pertain to advances provided to the Parent Company 1o finance its working
capital requirements, capital expenditures, Petrochemical Project support and for other investments and have
no definite repayment terms. These are unsecured and noninierest bearing, except the liability to WFL which
is interest bearing but the related finance charges are being charged 1w Polymax, since the comesponding
lighility were obiained in relation to the Pelrochemical Project.

b, Payables for shared operating expenses

On November 30, 2011, Gulf Agency Company Holdings (BV) and the Parent Company executed a Deed of
Assignment in which the former offered to assign, transfer, cede and convey o the laner all its rights, title and
interests in amd 1o itz shares, and the latter has accepted the offer. Accordingly, the former’s shares were
cancelled on May 7, 2012,

In accordance with the Deed of Assignment, it is agreed that the outstandimg abilties of MOLS] with Gulf
Agency Company Holdings (BV) referred to m the Memomandum of Agreement dated November 30, 2011
will be honored and paid. should the latter's shares be sold to other persons.

g, Compensation of key management personne] follows:

Particulars 2016 2015

Shor-term emplovee bepefits ™ 9220800 P B655,149
Retirement benefits (Nore 200 = .

Total T 9220800 P E.655.145

There are no agreements between the Group and any of its directors and key officers providing for benefits
upon termination of employment, except for such benefits 1o which they may be entitled under their respective
entity’s retirement plan,

d The related amounis applicable o the Group's transastions with related parties are as follows:
Amount of Tranzactions Chudstanding
Partioulars Increase (Decrease) ReceivablePayable
2016 2015 ik 1S
Advances (Asset Held for
SHale)
Polyenas (special purpose
cutinyh {Mote T r - P {3TRISLEINY W dlS541Es P 415411450
Due [rom Related Parties
Cheranng subsidicry
MCLSI F (250000 P (250,000, ® - P 200
Engity under coviman contra!
The Wellex Group, Inc {H2.581) - 53313503 5406,174
Oihers. - {2435 1k 50207 29T

r (I31.581) P (491w P S3E3AM P 5716471

e tr Related Parties
Endiries wnder common condrgf

Watertromt Fhilippanes, Inc,

(WPl - (365,933, 148 - -
Acesite (Phils ) Hotel

Corporation - {612,531 5631200 5427201

Wellex Mining Com. : 225 000 225 00K} 225000



Gulf Ageney Company

Hodding= {(EY) 1601382 (TE2ARD 14,875,344 23,273,042
The Wellex Group. Ine. 7,261,349 4,684,695 34,437,525 27,176,176

(her relaved pariies
Susckhiolders = - - .
Oithers = 4277471 (4,883,463} (d,883.463%
r 862731 P 360427340 P 60.2R1607 P 56301340

Agcrued finance charges
Waterfront Philippines, Inc. r i
{WFT = 014200 5300

Due from related parties pertaing 10 unsecured and noninterest bearing advances granted by the Farent

Company to related parties, which have no fixed repayment tenms.

The amounts due to related parties perfain 1o unsecured and noninterest bearing advances provided to the
Parent Company to finance it working capital requirements, capital expenditures, Petrochemical Project
support and for other investments and have no definite repavment terms. Due to WP pertaing to interest
bearing advances to the Parent Company 1o suppon its worling capital requirements and Petrochemical

Project, These advances bear 2% inferest per annum,

In 2015, the Parent Company was ahle to collect advances from Polymax Worldwide, Limited. The collections
were wsed o osettle its long outstanding hability to WP with a principal balance of P365,933, 148 and accrued
finance charges of P7,132,891 at a discount of #17.482,601. This discount was recognized as Company’s other

ineome ansing fom & condoned lability in its books,

In 2016, the Parent Company was not able to collect advances from Pobvmax Worldwide, Limited.

| NOTE 15 - CAPITAL STOCK

. The Group's capital siock as of December 31, 20016 and 2015 consists of the following common
ahares:
Partsculars 2016 2015
Class *A" — B par value
Authornized — 720,000,000 shares with par value of 1 P T2 000000 P T 000,000
Issued and cutstandmg — 183,673 470 shares with par value of
#1 P O183sTIATO T B3T3 AT0
Mumbser of equity holders 629 R
Class “B" — 81 par valoe
Authorized — 480,000,006 shares with par value of B] P OARO 0000 B SRD (00,000
Issued and cutstanding — 122 445,979 shares with par value of
21 FOIZZ 448078 P 122448070
Mumber of equity bolders 414 403
Additional Paid-in Capital P 3,571,921 i 187190

The roo claszes of common shores are identicsl in all respects; except that Class “A" shares are restmcied fo
Philippine nationals and the wial aumber of Class “B" shares i limited to two-thirds of the toial ouisianding

Class " A" ghares



k. Ot July 25, 2003, the Parent Company’s stockholders approved the imcrease in authorized capital
giock tfrom 1.2 hillion consisting of 1,2 hillion shares to P53 bilfion consisting of 5 billion shares, both wath
par value of P1 per share, The increase did not push through because of dispute in the acquisition of the
Petrochemical Project, which was finally settled in 2013 as discussed in Note 2. After final setilement of the
dispute, the Parent Company's management has decided 1o pursue the said increase in authorized capital stock
of the Parent Compaty,

| NOTE 16— SALE OF SERVICES

For the vears ended Decernber 31, 2016 and 2015, the acoount comprises of sale of services amounting to
P180,131 340 and #143.344 326, respectively.

e rah ol

Derails of this account are shown below,

Parsculars 2ile 2015
Personme] costs F 54002680 P 43497407
Transportation and travel 37,890,301 37,139,315
Bent-and utilities A2 463,709 16,182,835
Outside seTvices BATT. 422 11,323,859
Security services 3 406,357 |,785.538
Deprecintion and amortization 1,716,811 2,777,995
Communication ami office supplies 931,949 1,715,268
Repairs and maintenance 440,400 326,178
Drhers 1,679,337 5426425
Total P 1410088975 T 120,194,820

| NOTE 18 - OTHER INCOME

Dietails of this account are shown below,

Particulars 2016 2015
Interest income *  ollRD P 61,712
Diividend income 15,714 5400
Oriher income 153,847 16,304,568
Total P I30841 P 16355.7E0

Ohbeer meome of P16.304,568 in 2013 pertains 1o income arising from condoned liability.



| NOTE 19 - EXPENSES

[etails of this account are shown below,

—- Particulars 2016 2015
Persomniel costs P 11469111 P B783.%940
Provision for probable losses (Notes 7) 4,260,789 206,667
Professional fees 2.052.704 1,808,260
Entertainment 2693636 1,211,203
Rent and utilities 1.376,872 1,194,34])
Tavez and licenses 1,489,725 1.047.827
Commmerucation and supplies 1,344,105 B35 Bal
Transportation and fravel 482,736 713,561
Amortization of intangible assels (Mote 12 381,714 319444
Drepreciation {Mote 11} 124,943 127,065
Irsurance 24676 14,823
Oithers 2,791,321 4,754,010
Tozal 29.49‘3.422_ * 26,030,091

For the years ended December 31, 2016 and 2015, the account comprises of interest expense amountmg to #1
and 7,132 891, respectively,

| NOTE 21 - INCOME TAXES _ ]
a. The componems of the Group"s provision for (benefit from) income tax are as follows:
Particulars 2016 015
NCIT T T4BLISD * 3003841
Current tax expents 7481150 3.003,04)

Deferred tax expense (benefit) (3,403,620 1,355,754

Apgerezate lox expense P __ 4077530 P 4359695




b The reconcilintion of the provision for (benefit from) ncome tax Ioss computed ar the stamtory tax
rate with the provision for (benefit from) income tax shown in the consolidated statements of comprehensive
income is as follows:

Particulars 2016 20018

Provision for (benefit from) income tax loss st statutorviax rate P 38974057 P 3.020,103
Tax effecis of;

Expired NOLCO applicable to:
Parent Company and its non-operating
Subsgidianes
Trade receivables written off 97,105
Wopdeductible inforest and other expenses 1,187 -
Change in unrecognized deferred tax assets - | 355,754
Interest and dividends __ (16,509} {16,162}
P 4077530 F 4559695
c. The components of MCLS1"s net deferred tax assets are the tax effecis of the following:
Particulars 2016 2015
Dieferred tax aszels:
Allovwance for probable loszes r 1587461 * 57TDR5E
Accrued retirement benefits cosis 1,560,033 20014
Unrealized foreign exchange loss 1,299,807 912 BOE
Averued rent T16 247 -
5,123,548 1,876,580
Deferred tax hability 1,432 203531
Met deferred tax assefs F EIX40E0 F 4080211
d. Deferred tax assets of the Parent Company and = non-operating subsidismes amouniing o

P50,352,995 and P52, 457,366 as of December 31, 2016 and 2015, respectively, periainmg 0 the items shown
below, heve not been recognized ps mansgement believes that the Parent Company and i3 nop-operating
subsidiarics may oot have sufficient taxable profiis or tax liabilities against which these deferred fax assets
may be utilzed.

Particulars 2016 2015

Allowance for probable losses * 150426323 F 134931914

WOLCO 16,547,307 149 4%4 206
Accrued retitement benefits costs Q69 685 L0 GRS
Total T 167843315 P 174957885

The NOLCD can be clasmed as deducton from regular 1axeble meome as follows:

Year Incurred Year Expiring 2016 2115
2012 2015 r - L790.609
2013 2016 2,946,979 2546979
2014 2017 16,547,307 16,547,307
Subtotal 19,494 286 21,284 B95
Expired NOLCO (2,946,979) (1,790,609}

Tiial P 16547307 P 19404 286




| NOTE 12 - RETIREMENT BENEFITS COSTS

The Parent Company has an unfunded, non-contributory defined benefit retirement plan providing retirement
benefits to its repular emploves. MCLS] has a funded. non-contributory defined benefit requirerment plan
providing retirement benefits 1o all its regular employees. An independent actuary, using the projected unit
credit method, conducts an actuarial valuation of MCLST s fund, The accrued actuarial liahility is determined
according to the plan formula taking mto account the years of service rendered and compensation of covered

employees as of valuation date.

The following tables summarize the components of net retirement expense recognized m the consolidated
statement of comprehensive income and the funding status and amounts recognized in the consolidated balance

sheet,

The components of retirement expense whach were charged 1o operations are as follows:

Paruculars === 206 2013
Current seTvice cost T 2032099 P 1AZ240R
Interest cost 4003,984 270 693
Remeasurement on plan asset (67373 (1353000
Tatal retirement expense P 2368710 P 1,557,801

The details of the retirement obligation récognized in the consolidated balance sheets are as follows;

Particulars i 2015
Present value of bencfit obligation F 6255525 P 0030313
Fair walue of plan assets (85,731) (84,258)

Liability recognized in the balance sheet P 6.169.794 F  8.946.065

The changes in present value of retirement obligauon are as follows:

Particulars 216 2015
Present value of obligation at bepinning of yvear * 9030323 F  5601,147
Current service cost 1,032,089 1422408
Interest cost on benefit obligation 403,984 270,693
Actuarial pam {Joss) (5,210,881} 28287
Benefits paid - (472.212%
Present value of obligation at end of vear F 6255525 P 0030323

The changes in the fair value of plan asseis and acnual refurn on plan assets are a5 follows:

Particulars 2016 2015
Fair valuz of plan assets at beginming of vear P 84258 P Bl 458
Expected return on plan assets 67373 4,708
Actuarial gain (loss) on plon assets {65,900 130,552
Benefits paid - {132.500)
Fair valus of plan assets at end of vear F BT P B4 258




Movements in the net Lability recognized in the current pericd are as follows:

Farticulars 2016 2015
Liahility recognized at beginning of the vear * 89046065 P 5519689
Retiremet expense 1368.710 1,537,501
Other comprehessi ve meome {5.144,981) I NBEIET
Benefits paid - _(339712)
Toual r 6.169.704 T B9dh065

The movement in the recognized actuanial gain in the financial positions over the year is as folloows:

Particulars 06 2015
Retirement bepefits costs — OCT, heginning P 1393679 F 4,600 956
Gain (loss) recognized 5,144,981 (2,208,287)
Deferred tax (1,543,494) -
Retrement henefits costs — OCL ending FoEmSLIss P 23934679
Percentage of owmership £1% 5%
Equity holders of parent 3057535 L33 777

The major categories of plan asseis are as follows:

Particulars 2016 015
Cash and cash equivalents r 12 P 1543
Investment in Unit Investment Traest Funds #4919 82715
Total Fo8s731 P 84258

The assumptions used o determine retirement benefits costs for the years ended December 31 are as follows:

Particulars 2016 2015
[Mscount rate £A7% 5.08%
Salary incresse rate 2% %

The expected rae of return on plan assets assumed at a range of 5% to 6% was based on a reputable fund
trustee's indicative vield rate for a sk portfolio similar to that of the fund with consideration of the funds®
pist perlotmance.

A guantitative sensitivity analysis for significant assumption as at December 31, 2016 is as shown below:

_____ Sensitivity Level

" 1% Increase 1% Decrease
Impact on Met Defined Benefit Obligation In%  Amount In%  Amount
Discount rate 6.37% 4,812,747 4.37%  5.R41.R52
Future salary increases 300% 5895746 1000 4,759,660

The sensitivity analvies sbove have been defermined based on 8 method that extrapolates the impact on net
defined henefit obligation as a result of reasonable changes in key assumptions occurmng al the end of the
reporting period. The discount rate and the future salary increase mte mssumed was 5.37% and 2%,
respeciively.

The average durntion of the defined plan obligation at the end of the reporting period is 1830 years and 24 91
years m 2116 and 2015, respectively,



| NOTE 23 - LEASE AGREEMENT

Operaiing leases pertains 1o the leases entered into by MCLSI of a warchouse, which 18 renewable upon
agreement of parties, and office space, both for a period of two years, The lease contract for the warehouse
provides for prepaid rens and rental security deposits equivalent to one-month rental amounting to 8 354,640

At reporting dote, MULS] has custanding commitments for future minimum lease payvments under non-
cancellable operatmg leases, which fall due a5 follows:

Particulors Wie 2015

Pt

Within one year P 28120332 P 530272
After one year bat not more than five vears 36,603,170 14459 381

Taotal P 6473202 P 23ES2107

Rentals incurred during the yvear oo the above lepses are recopnized a5 follows:

Particulars 2016 2013
Cost of services P o3L563965 P 16 182E35
Operating expense 919,800 756,000
Total ¥ 32483765 P 16938835
201 Cfice space

a) During the vear, MCLS] renewed the lease contract for its office space. The term of the contract is (1)
vear commencing of February 1, 2017 and ending on January 31, 2018, renewable subject to the terms and
conditions as may be mutually agreed opon, Monthly rental payments amounted to P71.1500

2200 Warehonuses

g} MCLSI emered in lease contract for & warchouse and office building  located ar warehowse #6 along E.
Rodriguez S, Tunasan, Muntinlupa City. The lease term is for a period of two (1) years commencing on April
14, 2014 until April 14, 2016 with monthly rental payvments of P233 . 835, The contract was renewed on
February 12, 2014 for another 2 years commencing on April 15, 2016 and expiring on Apnil 14, 20018 with an
new monthly rental amounted to F257.219, Fental deposits pard amounted to FTT1,6535, equivalen fo thres
{3} months rental to answer for any of its obligations  and to be refunded wpon the expiration of lease term
after the termnmtion of the contast

bl MCLSI entered mio a new lease contracis for a warehouse, and parking and open space located at 21s1 5t
Golden Mile Business Park, Brey, Maduya Carmona, Cavite. The lease term is for a period of thres (3) years
commencing on November 3, 2015 until November 2, 2018 with monthly rental payments of #330.6%1.20.
Rental deposits amounted 1o P98 1,764 equivalent to three (3) months rental to answer for any of its obligation
and tobe refunded upon the expiration of the contract

¢} MCLAI éentered into another lease contract for warehouse, and parking and open space located at 215t
Golden Mile Business Park, Broy. Maduyn Cormona, Cavite.  The lease term 15 alzo for thres {3) vears
commencing on Ootober 12, 20015 unnl October 11, 2008 with monthly remtal pasvmients of P35, 162,40,
Rental deposits amounted to P927.171 equivalent to three (3) months rental to answer for any of its obligation
and also o be refunded upon the termination of the lease contract

dj  MCLSI entered into @ new Jease contract for 8 warchouse, and parking and open space located at 21% 5t
Crolden Mile Busimess Park, Brgy. Maduya Carmiona, Cavite with a covered area of 1,965 sqm. The lease term
is for 4 period of three (3) vears commencing on October 16, 2016 and autometically terminating on Cctober
15, 201% with monthly rental payments of F336.408. A 5% cscalation will start on the third year. Rental
deposits amounted (o #9435 200 and 1o be refunded upon the expiration of the contract



&) MCLS] entered into a new lease contrct For & warelouse, and parking and open space located al 21°
§1. Golden Mile Business Park, Brgy. Maduva Carmona, Cavite with a covered area of 1.877sqm. The lease
term i5 for a period of three (3) years commencing on November 7, 2016 and automatically terminating on
Wovember , 2019 with monthlv rental payments of P321,342. A 5% escalation will start on the third vear,
Remtal deposits paid amounted to PO0O.960 to answer for any of its obligation and to be refunded upon the
expiration of the contract.

f} MOCLST entered into a new lease contract for & warehouse, and parking and open space located at
Block K Lot 10, Golden Mile Business Park, Brgy. Maduyva Carmyona, Cavite with a covered area of 2,522 sqm
and open area of 1,045 sqm. The leasc term is for a period of three {3} years commencing on March 1, 2016
and automatically terminating on February 29, 2019 with monthly rental payments of P3%0.611 for the firs
two vears and P411,170 for the third vear. Rental deposits paid amounsed to P1,046.280 to answer for any of
its obligation and 1o be refunded upon the expimtion of the contract.

£) MCLSI entered inio & new lease contract fora warehouse, and parking and open space located ot
Elisco Street, Bray. Kalawan, Pasig City, with a covered area of 2,460 sqm and open area of 1,196 sqm. The
lease ferm is for 8 period of three (3) years commencing on November 26, 2016 and expiring on the midnighs
af November 25, 2012 with monthly rental pavments of P311,460 with an escalation of 7% starting on the
second year. Upon execution of the contract, the Company had paid theee months’ advance rental amounted
to P1.534.380 and another two months” secunty deposit amounted o P956, 000,

TNOTE 24 - LOGISTICS AGREEMENT

MCLS] has agresments with principals to provide logistics operations services, specifically warehousing and
managing delivery of the principals’ products to their key accounts and sub-distributors nationwide. Under the
tertns of these agreements, the principals shall pay MCLS] the agreed monthly fees plus reimbursement of
ceptain warchouse expenses.

[ NOTE 25 - BASIC INCOME (LOSS) PER SHARE

The following table presents the information necessary o compute the basic loss per share attnibutable 1o
equity holders of the Pareat Company:

_ Particulars 2ilb 2015
Wet income foss attnbutable o equity holders of the Parent #
Coqpany 1,289,533 P {THE,311)
Weighted average number of commen shares 306,122,449 306,122 44%

Bazic Incomee (Loss) Per Share o 0004 P {LO03Y




NOTE 26 — FINANCIAL ASSETS AND LIABILITIES

The following table summarizes the carrying and fair values of the Groups financial assets and liabilities as
of December 31, 2016 and 2015:

6 205
Carrying Carrying

Partrculars Value Fair YValue Walue Fair Vialu
Fimancial Assers:
Cash r 23330123 23330123 P 15,719,137 ™ 15719137
Recaivables 109.617.914 109,617,914 02 940,511 42840 511
AFS mvestmenls 4, B101R5 4,829,185 4,971 083 4 573085
Refundable deposits 7381802 7,381,802 3,702 018 1.702 938
Toral o 145,159,224 145159224 P 117434671 £ 117434671
Financial Liabilities:
Agcounts pavable and
acereed expenses r 47,222,974 47,222974 P 31381148 P 313EZ 148
Due 1o related parties GO 181607 6,281,607 56,302,340 S6_302 340
Total P 107,504,581 107,504,581 P BTAR44RE P R7.6R4 458

The following methods and assumptions were used to estimate the fior value of each class of financial
mstrument for which it 18 practcable o estimate such valoe:

Current Financial Assets and Licehilines

Diue to the short-term oaturs of the iransactions, the carrving values of cash, receivables, refundable deposits,
accounts pavable and accrued expenses, due to related parties and current portion of long-term debe
approxmmate their fair values.

AFS Invesiments
The fair values of publicly traded mstruments and simikar investments are based on quoted bid prices.
Unguoted AFS equity securities are carmied at cost, subject o mmpairment,

Livg-term Dehi
The carrying value of the noocurrent portion of long-term debt approximates the fair valee, which is
determined 1o be the present value of future cash flows vsing the prevailing market rafe as the discount rate

Fuir Value Hasrarchy

The company wses the following hierarchy for determining and disclosing the fair value of financial
mstrumenis by valuaton lechnique:

Quoied prices in active markets for identical assets or labilities (Level 1):

#  Those mvolving inputs other than quoted prices included in Level | that are observable for the aset
or lability, either directly (az prices) or indirectly (denved from prices) (Level 2); and

& Those with inpiais for the asset.or liability that are not based on observable market data (uncbeervable
inputs} (Level 3}



The following table shows the company’s financial assets carried at fair value:

R R 2015
Particulars Lawel 1 Level 3 Ll | Level 3

Assers measured at falr valoe

Cash 813330123 =R ERTI9I3T -
Receivables . 109,617,914 = 92549511
AFS investments 4,829 385 - 4 973,085 .
Fefimdable depositz . T.AE1.402 - - 3793838
Total 8 _ 28,159,508 P16,508, 716 H  NE6U2 32T 06 74744949
Liubilifics

Accounts payable and acerued expenses  # - 47.212974 B - 313R2148
[hie 1o related parties . 60281607 - 56,302,340
Toeal B . 107,504,561 R - RTGH4 4KK

As of December 31, 2016 and 20185, the company does not have financial assets valued using Level 2 inputs.
Algn, there were no transfers made between each level.

| NOTE 27 - FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial mstrumenis consisl of cash, AFS jnvestments. due from (to) related parties
and long-term debt. The main purpose of these fmancial instruments is 1o finance the Group's operations. The
Group’s other financial assets and liabilities include receivables, refundable deposits and accounts payable
and accrued expenses, which arise directly from its operations.

The main risks arising from the Group's financial instruments are interest rate risk, credit risk and hquidity
nisk. The BOD reviews and approves the policies for managing these risks which are summarized below:

fterest Rate Risk

The Group’s exposure o the risk of changes in marker interest rates relates primarily o the Group’s long-term
debt. As of December 31, 2016 and 2013, the Group has minimal exposiens 1o interest rate risk sionce the interesg
rates are fixed up to the date of matunity,

Credit Risk

It 1= the Growp's pohey to require all concerned related and or thisd pary to comply and undergo a credit
verification process with emphasis on their capacity, character and willingness io pay. In addition, receivables
are closely monitored so thar exposure to had debts is minimized. The Group deals only with legitimate parties.
As to other financial asserz of the Group like cash, the credit risk arises only in case of default of the
counterparty and the maximum exposure is limited 1o the carmang amount of the instruments.

Financial mformation onm  the Company's maximum  exposure o credi risk as o of
December 31, 2016 and 2015, watbouwt considering the effectz of collaterals and other risk mitigation
techniques are presented below,

Particulars 2016 215
Cash * 23330123 ¢ 15719137
Receivahles 109,617,914 92040 511

Refundable deposits 7,381,802  3,792938

¢ —

Tomwl P 140329839 P 112461556




The tahble below presents the credit quality of financial assets and an analysis of past due accounts.

2016
Medium Past due but
Parnculars High Grade Girade not impaired Total
Cash 23,330,123 2 = 23,330,123
Recepvables 74,144,195 - 35473719 104,617,914
Refundable deposits 7381802 . - - 7,381,802
Total 104,856,120 - 35473719 140,320,830
2015
Past due but
Particulars High Grade Medium Grade e irmpaired Tonal
Cash 15,719,137 = 15,719,137
Receivables 33,079627 36,700 BRS 02,049,511
Refundable deposits 3,792,938 , - 3,792,038
Total ¢ 71691702 = 39760 EE4 112,461,584

The credit quality of receivables is manapged by the Group using mternal credil quality ratings. High and
medium grade accounts consist of receivables from debtars with good financisl standing and with relatively
low defaults, The Group constanily monitors the receivables from these customers in order (o identify any
adverse changes in credit quality. The allowance for doubtful accounts is provided for those recervables that
have been identified as individually impaired,

Liguidity Risk

The Group's objective is to maintain & balance between flexibility and continuity of funding. However,
because of the default on the pavment of mierest and prnocipal amortizatens on existing debiz, the Group’s
access to funds has been limited 1o those of its related parties in the form of advances. Current working capital
requirements will continue 10 be sourced from short-term loans and advences from related parties.

2016
On Within 1 More than |
3 Tarticulars Dremand Vear Year Tatal

Cash FX230,123 - - 23330,123
Receivables - 108,617,914 109,617,914
Refundable deposits - BS4T72 6,527,030 7,381,802
Subgotal 23330.123 110472 686 6, 32704} 140,319,839
AFS investments - - 4 BT IRT 4, BI0 IR
Tontal P 2532 110,472 686 11,256,415 145,150,224
D bor related parties - GOLR]60T 60,281,607
Agcounts payahie and acerued

EAPENSES - 42052 357 429 521 357
Total r = LEG T Bad 489,802, %64




03

] Within 1 Plcrre than |
Parficulars Demand _ Year Wir Total

Cash FOIETIRINY - 15,719,137
Receivables - 92,049,511 . 92050 511
Refundable deposits - 1873258 919,708 3,200
Sishiotal 15,719,137 94,422 749 1,919 70 112,461,586
AFS myestments . - 4,973,085 4,573 085
Toatal * 15719137 94, 832 744 B,EY2 783 117,434,671
Drue i related parties - 56, MK 3480 - 56,302,344
Acesunis payable and socraed

CHpenEes - 4100638 - 410,040,678
Toral T - 460,347 GRS . 4606, 342 DR

[ NOTE 28 - CAPITAL MANAGEMENT

The primary objectives of ihe Group's capital management are o safepuard the ability of the entities in the
Group to coptinee as 2 going concern and maximize shareholder value by mointaining the appropriate capital
structure thal supports the business objective of the entities, The BOD of the Growp’s entities has overzll
responsibility for monitoring capital in proportion to risk, The Group manages s capital structure and makes
adjusiments o i, in the light of changes m economis condifions, by issuing mew shares and making
adjusiments on payvments to related parnes, existing debes and dividends to sharcholders.

The Groap is not subject 1o extemally<imposed capital requirements.

The equity attributable to equity holders of the Parent Company less any reserves is shown in the table below.

Particulars 2016 2015
Capital stock r 306,122 449 P 306,122,449
Additional paid-in-capital 3,571,921 35790
Defici (BANITRY  (235]129,968)
Tonal P 7550587 P 74,564,402

NOTE 19 - OTHER MATTERS

a On July 5, 2002, the Parent Company received o decision from the Coun of Tax Appeals (CTA)
denving the Parent Company s Petition for Review and ordermyg the payment of 83,8 million for withholding
tax assessments for the taxable years 1989 10 19491, The Parent Company filed a Motion for Reconsideraton
on Julv 31, 2002 but this was subsequently denied by the CTA. A Pettion for Ezview was filed with the TTA
on Movember &, 2002, which was also denied by the CTA. The Parent Company then appealed the decision
of the CTA 1o the Cournt of Appeals {CA), which likewize denied the sppeal and upheld the assessment against
the Parent Company. The Pareot Company, through its legal counse], Gled o Motion for Beconsideranion with
the CA in December 2003,

On July 9, 2004, the Parent Company récemved the CA resolution denving the Motion for Reconsideration. Un
July 22, 2004, the Parent Company filed with the CA a Moton for Extension of ime 1o file an appeal o the
Supreme Courl {3C), On August 20, 2004, the Pareni Company filed said-appeal, On October 20, 2004, the
Parent Company received the resolution of the SC denyving its Petition for Review for lack of reversible emor.
The Parent Company filed a Motion for Eeconsideration. On January 10, 2005, the 3C @soed an Order slanng



thar it found no ground to sustan the Parent Company’'s appeal and dismissed the Parent Company’s petition
with finalify.

On April 26, 2006, the Parent Company filed a Petition for Review before the CTA en banc. On March 7,
2007, the CTA en bane dismiszed the Petition for lack of menit, The CTA en bane affirmeed the CTAs decision
granting the Motion for Issuance of Wit of Execution filed by the Commissioner of Internal Revenie. As of
December 31, 2016, the Parent Company has not received anv order of Execution relative to this case.
Accordingly, the related obligation is not currently determinable. Management believes, however, that the
ultimate outcome of the case will not have a material effect on the Parent Company financial statements.

b, On September 14, 2005, the Parent Company and a third party filed a ¢ivil action against a local bank
for the mmminent extra-judicial foreclosure of the properties of the third party which are used as real estate
mortgage for additional loans from the local bank amounting te #42 million. which the Farent Company
maintains has never been received.

On October 6. 2005, the Regional Trial Count (RTC) of Tegaytay City issued and granted the Writ of
Preliminary Injunction {first inmjunction), As-of December 31, 2016, the case is still pendmp with the same
court. Trial on the mernits of the case was already started in 2015 afier the Parent Company. through it5 counsel,
filed an Amended Complaint with an Urgent Application for the Issusnce of Writ of Preliminary Injunction
afier the first injunction was nullified by the Court of Appeals and affirmed by the SC. The oase 15 currently
back 1o the same courl for trial hearings under new acting Judge with the Parent Company’s legal counsel
already presented witnesses. Series of trial heanngs are set for the month of April and May 2016 for evidence

preseniatiog.

As of December 31, 2016, the case 15 pending rescluton with the Regonal Court of Tagaytay, Branch 18
SCAY TG-05-2519. The Parent Company was able to get the formal tnal started and on-going. The Parent
Company s mos! impartant move was the presentation of 8 very competent real estate appraser, realtor, Cesar
Santos, who was able 10 successfully defend in court his P811.6M valuation of the forechosed Tagaytay
properiics. Trial hearings are on-going and i i3 now defendant Bank’s wurn to adduce evidence. Plaintiffs have
closed their evidence presentation wherein all offered evidences were admitted, over the objections of
defendant Bank: A1 the last bearing held on December 6, 2016, defendant Bank's star witness was subjected
to PlamifT s counsel cross examination whersin they obtained many damaging admissions against the Bank,
Platnufl™s counsel's cross examination will resume at tnal hearmg sei for Apnl 25, 2017

The Parent Company and 115 legal counse] are positive that the count will sustaim their positon.

C. There are also other pending legal cases aganst the Parem Company and cerain subssdiaries. Based
on the facts of these cases, management of the Purent Company and ceriain subsidiaries believes that their
positions have legal merits and the resalution thereof will aot materially affect the Company's financial
pisition and result of operations.



METRO ALLIANCE HOLDINGS AND EQUITIES CORPORATION AND SUBSIDIARIES
INDEX TO THE CONSOLIDATED FINANCIAL STATENMENTS AND
SUPPLEMENTAL SCHEDULES

v
v

Supplemental schedules required by Annex 63-F

G man = o

Finamcial Assets

Aumounts receivables from directors, officers, emplovees, related
parties and principal stockholders (other than related parties)
Amounts receivables and pavable fromao related parties which are
eliminated during consolidition process of financial slatements

Intangible assets - oiher asset

Long-term debi

Indebtedness to related parties (Long-term loans from refited parties)
Cruamanless of securities of other issuers

Capital Stock

Schedule of all the effective standards and mlerpretations
Reconcilintion of retainéd eamings available for dividend declaration
Map of the relationships of the Company within the Group

Schedule of Financial Ratwos

.fo.rrlr.m:h:d

Artached

Antached

Anached

Antached

Mot applicable

Mot applicable

Astached

Anached

Mot applicable

Attached

Astached




OLDINGS & FEOLUIT

L SUPPLEMENTAL SCHEDULES REQUIRED BY ANNEX 08-E
A5 AT DECEMEBER 31, 1016

SCHEDULE A. Financial Asseis

RSIDIARES

Mumber of shares Value bazed on

Mame of wgsng eatiny of prineipal Ampant shown market quotation Ineome
and assoclation of each ameaunt of bonds in the balance atend of received and

i=sue and rates sheet __reporiing penod ccrued
Cash - # 23330123 23330123 6| 280
AF5 Financial Assets
Waterfrom: Phalippines,
Inc = &, 742 {0 4,742 0450
Orlsers - 7295 57,295
Total & 4 B9 385 j_.lﬁ::ﬂs

SCHEDULE B. Amounts of Recelvable from Directors, Officers, Employees Related Parties

and Principal Stockholders (Other Than Related Parties)

Etnkance at Amoumes
M and designation beginning of {coliected) Amounts Balance nt
of diebtor perind fransferred wrilben-odT Currend _Mon-gurrent . end of peried
Polymax Worldwide
Limated { special
PUrpOsE entity) ¥ 415410450 = - 415410450 415,410,450
The Wellex Group, Inc 54106174 (B2,581] 5.333,59) - 5,133,503
(nhers S0.28T - s0,2497 - 50,207
Tatal B LHETAS2] {B2.581) 5.3583,200 415410450 420,704, 344
SCHEDULE C. Amounts of Receivable from and Pavable to Related Parties which are
Eliminated during the Consolidation of Financial Statements
Balance at Amounts
Mame and designation of begmmming of collected Amounis Mom- Balance al
dizbiar period Additinns consolidated  writien-off  Currend cuTTEns end of pennd
Due so related party
M etres Coambimed
Logistics Solutions, Ine & 2501, [H] - (250, KL =
SCHEDULE D). Intangible Assets — Other Assets
Crhier
Balance & Charped to Charged 10 charges
beginming of Addirions at ikt anid other milditons Balance ot
Descripdion peTind post EX eSS acomans {deductinns) enid of perod
Cacrus accounting system 8 PR R ERC] fdd.4113 K44 142




SCHEDULE E. Long-term Debt

Amnoaint Amount ghoan under
auithorized by Ameowunt shown under caption “Cumment  eaption “Long teemn dent™ in
Thilg of jzsne indenture portion ¢f long serm dely retated balance gheet
Mot Applimhlr

SCHEDULE F. Indebtedness to Related Parties {Long Term Loans from Related Parties)

Amount dhoan under Caption
Mame of related party Balance at beginnimg of period “Current portion of long berm debt

Not Applicable

SCHEDULE G. Guarantees of Securities of Other Issuers

Mame of issuing entity of

securibies guaranteed by the Title of issue of each Toxal amoumt Armount owned by
Comgasy for which this clags of securities punranbeed and person for which Matare of
statement b5 filed guearanteed outslanding statemend e filed FuaTANieE
Not Applicable

SCHEDULE H. Capital Stock

Mumber of
shares
Number of reserved for
shares i=sued Dpiinns,
and ouistanding warrants, Mumber of
Number of as showm under  comversion shares held Diarectors,
shares related balance and other b related officers and

Title of issus authorized sheet righis partics ermplovees Crihera
Common - Class A T 200, 000 O [B3.AT3.470 « 156,500,387 125,105 26,957 968
Common - Class B -ﬂ-ﬂﬂ,ﬂﬂpﬁ [;Mﬂﬂ?? - 85,139 552 22.001.000 15308.427




METRO ALLIANCE HOLDINGS & FQUITIES CORPORATION AND SUBSIDIARES
Il. SCHEDULE OF ALL THE EFFECTIVE STANDARDS AND INTERPRETATIONS
AS AT DECEMBER 31, 2016

The following table summarizes the effective standards and iterpretations as &l December 31, 2016:

Statements v

Conceptual Framework Phase A Objectives and qualianive

:hamcmist_bcs

PFRSs Practice Statement Mansgement Commentary L
Philippine Financial Reporting Standards ¥

FFRS51 First-time Adoption of Philippine Financial Reporting v

(Revised)  Sandands
Amendments to PFES 1 and PAS 27: Cost of an

Investment m a Subsidiary, Jomtly Conrolled Entiry or v
Associaie
Amendments 1o PERS 1: Additional Exempitions for 7
Firsi-time Adopiers
Amendment 1o FFRS | Limited Exemption from P
Comparative PFRS T Disclosores for First-time Adopiers
Amendments 1o PFRS 12 Severe Hyperinflation and o
Removal of Fixed Date for First-time Adopiers
Amendments 1o PFES 1: Government Loans L
PFRS 2 Share-based Pavment v
Amendments to PFRS I: Vesung Conditions and o
Cancellations
Amendments to FFRS F; Group Cashezetiled Share-bazed >
FPavmeni Transactions
PFRS 3 Business Combinations o
(Revised)
PFRS 4 Insurance Contracts ¥
Armendmens o PAS 39 and PFRS 4 Financial Guaranize o
Comiracts
PFR5 5 Mon-current Assets Held for Sale and Discontinued o
Ciperations
PFRS 6 Exploration for and Evaluation of Mineral Eesources L
PFRS T Financial Instruments; Disclosures W
Amendments to PFRS 7: Transition ¥

Amendments 10 PAS 3% and PFRS 7; Reclassification of R
Frmaneml Assets

Amendmens to PAS 39 and PFRS 7 Reclassification of ”,
Financial Assets - Effective Date and Tranzifion

Amendments to PFRS 7: Improving Disclosures about
Fimancinl Instruments



PFES 8
PFRS 2

PFES 10
PFES 11
PFES 12
PFRS 13

Amendments 1o PFRS 7: Dhsclosares - Transfers of

g B
31, bl e

Financial Aszsets

Amendmenis 1o FFRS 7: Disclosures - Offsetiing
Financial Assets amd Financial Liabilities
Amendments to PFRS 7: Mandatory Efecuve Date of
PFES % and Transition Disclosures

Operating Segments

Financial Instruments

Amendments 1o PFRES 9: Mandaiory Effective Date of
FFRS 9 and Tramsition Disclosures

Consohidated Fmancial Statements
Joint Arramgements
[hselasure of Interests in Cither Entities

Farr Value Measurcmen

Philippine Accounting Standards

PFAST
{Revised)

PAS 2
PAST
PASE

PAS 10
FAS 11
FAS 12

FAS 16
PAST
PAS 18
PAS 19

PAS 19
{Amended)

PAS 20

FAS 21

Presentation of Financial Statements
Amendment ta PAS |2 Capital Dhsclosures

Amendments to PAS 32 and PAS 1: Putiable Financial
Instruments and Ohligations Anismg on Liquidation

Amendments 10 PAS 1: Presentation of Ttems of Other
Comprehensive Income

Inveniories

Statement of Cash Flows

Accounting Policies, Changes m Accounting Estimates
and Errors

Events afier the Balance Sheet Date

Construction Confracts

Income Taxes

Amendment to PAS 12 - Deferred Tax: Becovery of
Underlving Assels

Property, Plant and Equipment
Leases

Revenue

Emplovee Benefits

Amendments o PAS 19: Actuanal Gang and Losses,
Group Plans and Disclosures

Emplovee Benefis

Accounting for Government Grants and Disclosure of
Government Assistance

The Effects of Changes in Foreign Exchanpe Raies
Amendment; Net Inveztment in o Foreign Operation

L

ek A A A A A%

%

1\

L WS



LR '
Bomowing Cosis

(Revised)

PAS 24 Related Pariy Disclosures

(Revised)

FAS 26 Accounimg and Feporting by Betirement Bepefil Plans

Fas 27 Separate Fioancial Stalements

{ Amended)

PAS 18 Invesiments in Associates and Joint Venmres

{Amended)

PAS 20 Financial Reporting in Hyperinflationary Economies

FAS 31 Interesis in Joint Ventures

PAS 32 Financial Instroments: Disclosure and Prezentation
Amendments to PAS 32 and PAS 1: Punable Financial
Instruments and Obligations Arising on Ligquidation
Amendiment to PAS 32: Classification of Rights Issues
Amendments to PAS 32; Offsetting Finaneial Assels and
Financial Liabilities

FAS 33 Earmumgs per Share

PAS 34 Interim Finateial Reporting

PAS 36 Irpairment of Assers

PAS 37 Provisions, Contingent Liabilities and Confingent Assets

PAS 38 Intangible Asseis

FAS 39 Fancial Instrumenis: Becognition and Measorement
Amendments to PAS 39 Transition and Inital
Recognition of Financial Assets and Finnneial Liabilifies
Ammendmens o PAS 3% Cash Flow Hedoe Accounting of
Forecasi Intragroup Transaciions
Amendments to FAS 39 The Fair Value Option
Amendments to PAS 39 and PFRS 4: Financial Guarantes
Comtracts
Amendments to PAS 39 and PFRS 7; Reclassification of
Financial Asacts
Amendments to PAS 3% and PFES 7: Beclassificanon of
Financial Assets — Effective Date and Transition
Amendments 0 Philippine Interpretanon [IFRIC-2 and
PAS 39 Embedded Derivatives
Amendment to PAS 39: Eligible Hedged Ttems

PAS 40 Iovesiment Propery

PAS 41 Agriculture

Fhilippine Interpretations

IFRIC 1  Changes in Existing Decommissioning, Festoration and

Smmilar Liabilities



IFRIC 2

IFRIC 4
IFRIC 5

IFRIC 6
IFRIC 7
IFRIC 8

IFRIC %

IFRIC 10
IFRIC 11
IFRIC 12
IFRIC 13
IFRIC 14

IFRIC 16
IFRIC 17
IFRIC 18
IFRIC 1%

IFRIC X

SIC-7
BIC-10

SIC-12

B1C-13

SIC-15
SIC-21

SIC-28
SIC-27

SIC-29

F_':,:Ii '._ r,' B> ___._."4.:-,., =
Members' Share in Co-operative Entities and Similar
Instruments

Determining Whether an Arvangement Conraing a Lease

Rights to Interests ansing from Decommissioning,
Bestoration and Enviromnental Rehabilitation Funds

Lighilities arising from Participaling ina Specilic Market
- Waste Electrical and Elecironic Equipment

Applyving the Restarement Approach under PAS 29
Financial Reporting in Hyperinflationmy Econonties

Scope af FFRE 2
Reassessment of Fmbedded Demvatives

Amendments 1o Philippine Intérpretation TFRIC-9 and
PAS 39: Embedded Derivatives

Interim Financial Reporting and Impairment
PFRS 2- Group and Treasury Share Transactions
Service Concession Amangements

Customer Loyvalty Programmes

The Limit on a Defined Benefit Assed, Minimum Funding
Requirements and their Inlérsction

Amendments w Philippuse Interprétations [FRIC- 14,
Prepavments of a Minimum Funding Fequirement

Hedges of a Met Investment 1o 8 Foreign Operation
Distributions of Mon-cash Assets to Owners
Transfers of Assets from Customers

Extinguishing Financial Liabilities with Equity
Instruments

Serippung Cosis in the Production Phase of a Surface
Mine
Introduction of the Euro

Ciovernment Assistance - Mo Specific Relation o
Ciperating Activities

Consolidation - Special Purpose Entities
Amendment i 510 < 12 Scope-of 51 12

Jeimily Conirolied Entities - Non-Monetary Confributions
by Venturers

Operating Leases - Incentives

Income Taxes - Recovery of Revalued Non-Depreciabie
Assels

Iocomes Taxes < Changes i the Tax Status of an Enfity or
its Shareholders

Evaluating the Substance of Transactions Involving the
Legal Form of a Lease

Service Concession Armangements: Dsclosures.

O KON %

1\

5



Services

SIC-32 Intangihie Assels - Web Site Cosls v
METRO ALLIANCE HOLDINGS & EQUITIES CORPORATION AND SUBSIDIARES

HL RECONCILIATIONOF RETAINED EARNINGS AVAILARLE FOR DIVIDEND

DECLARATION
FOR THE YEAR ENDED DECEMBER 31, 2016

Mot applicable®

*The Parent Company's Retained Eamings as of December 31, 2016 did not excead its 1008 of
paid-in capital stock since it is in deficit position
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LITIES CORPOR

TOM AND SUBSIDIARES

IV. MAF OF THE RELATIONSHIF OF THE COMPANY WITHIN THE GROUP FOR THE YEAR

ENDED DECEMBER 31, 2016

METRO ALLIANCE

HOLDINGS & EQUITIES

CORP.
{Parent)

Operating Subsidiary

Special Purpose Entity

Non-operating

Metro Combined
Logistics Solutions, Inc
{(MCLSI)

Polymax Worldwide
Limited*

Consumer Products
Distribution Services; Inc.
{CPDSI)

1 0% owned

FEZ-EAC Holdings, Inc.
(FEZ)
100% owned

Zuellig Dnstributors, Inc.
(ZDI)
100% owned

Asia Healtheare, Ine.
{AHI)
6% owned

Polymax Worldwide Limuted was excluded from the consolidated financial statements since 2007
because the entity is no longer operating as a going concemn and is in the process of liquidation.




METRO ALLIANCE HOLDINGS & EQUITIES CORPORATION AND SURSIDIARES

V. SCHEDULE OF FINANCIAL RATIOS
FOR THE YEAR ENDED DECEMBER 31, 2016

Fisnci® hation

Current | liguidity ratio

Agzet 1o equity ratio

Mt debt to equity ratio

Debt-to-squity ratic

Sobveticy ratio

Inicrest rate coverage ratio

Gross profit margin

Met income margin

Description 2016 S
Current asseis over current hiabilities 032 0.28
Total asset over total equily B.10 .35
Interest - bearing loans and borrowings less
cash owver total eguiny _
Short term loans over total equity - -
After tax net profit plus depreciation over
toital liabilities -
Eamings before ititerest and taxes over
interest expense - 1.5%
Giross profit over nel revenses 11% 16%
Met income over net fevenues 5% -1%
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