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SEC FORM 17-A
ANNUAL REPORT PURSUANT TO SECTION 17

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

1. For the fiscal year ended December 31, 2015

2. SEC Identification Number A199600179 3. BIR Tax Identification No. 004-668-224

4. Exact name of issuer as specified in its charter NOW CORPORATION
5. Makati City, Philippines 6. [ ] (secuseony)
Province, Country or other jurisdiction of Industry Classification Code:

incorporation or organization

7. _Unit 5-1, 5*" Floor, OPL Building,100 C. Palanca St. corner Dela Rosa and Gil Sts., Legaspi Village,
Makati City, Philippines
Address of principal office Postal Code 1229

8. (632) 750-0211
Issuer's telephone number, including area code

9. N/A
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 Shares 1,517,278,350

11. Are any or all of these securities listed on a Stock Exchange.
Yes|[/] No [ ]
If yes, state the name of such stock exchange and the classes of securities listed therein:

Philippine Stock Exchange Common Stock

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

Yes [/] No [ ]

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

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

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

Yes|[ ] No|[ ]

PART | - BUSINESS AND GENERAL INFORMATION
Item1. Business
A. Description of Business
(1) Business Development.

NOW Corporation (the “Company”) was originally incorporated on June 5, 1996 as MF Schroder & Co.,
Inc., initially to engage in the purchase and sale of securities. MF Schroder & Co., Inc. was then a wholly-owned
subsidiary of Amalgamated Investment Bancorporation (AIB), a full-fledged and duly licensed investment house.

In January 2002, MF Schroder & Co., Inc. was renamed Cashrounds, Inc. (Cashrounds), with the
primary purpose to engage in the business of securities brokerage relating to the sale, transfer or exchange of
every description of shares of stock and bonds, and to execute such transactions with the use of information
technology.

On March 22, 2005, a Memorandum of Agreement was executed by AIB and Gamboa Holdings, Inc.
(Gamboa), whereby AIB agreed to sell and Gamboa agreed to purchase 18,171,286 or 2/3 of the shares of stock
of Cashrounds at an aggregate purchase price of Php74,395,000.00.

The sale of Cashrounds shares to Gamboa was made on June 3 and August 30, 2005 which resulted in
Gamboa owning 66.67% of Cashrounds.

On April 28, 2006, Cashrounds entered into a Memorandum of Agreement (MOA) with NOW Telecom
Company, Inc., formerly known as Next Mobile, Inc. (NOW Telecom) and five controlling shareholders of NOW
Telecom namely, Top Mega Enterprises Limited, Joycelink Holdings Limited, Gamboa Holdings, Inc., Emerald
Investments Inc., Foodcamp Industries and Marketing, Inc. (the five companies collectively known as NOW
Telecom Shareholders) whereby existing shares of NOW Telecom owned by the NOW Telecom Shareholders
were swapped with new shares issued by Cashrounds pursuant to an increase in authorized capital stock.

As a result of the above-mentioned exchange of shares of stock, the NOW Telecom Shareholders
acquired 97% equity interest of Cashrounds, while Cashrounds acquired 19% of NOW Telecom.

On September 19, 2006, the Securities and Exchange Commission (SEC) approved the increase in the
authorized capital stock of Cashrounds to Php1.320 billion with corresponding increase of its paid-up capital to
Php1,317,278,350 as well as the change of the corporate name from Cashrounds, Inc. to Information Capital
Technology Ventures, Inc.
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On July 24, 2008, the SEC approved the amendment of Article Il of the Articles of Incorporation of the
Company’s Primary Purpose to read as follows:

To engage in the business of providing telecommunications, media and information technology
products and services, such as but not limited to the research, development, production,
management, marketing, and operation of the following: telecommunications value added
services through companies duly licensed to engage in wired and wireless, fixed and mobile
communications; software and hardware technology, business process outsourcing, call center
and other information technology applications; digital media and other media except mass
media; and to do all activities directly or indirectly connected therewith or incident thereto.

On December 10, 2008, the Philippine Stock Exchange (PSE) approved the application of the Company
to list additional shares to cover its share-for-share swap transactions with the shareholders of NOW Telecom. In
addition, PSE likewise approved the Company’s transfer from the SME Board to the Second Board of the
Exchange.

On February 20, 2009, the PSE issued a circular informing the investing public of the Company’s listing
of additional 1,289,278,350 common shares effective February 24, 2009. This is to cover the share-for-share
swap transactions with the shareholders of NOW Telecom, namely, Top Mega Enterprise, Limited, Gamboa
Holdings, Inc., Emerald Investments, Inc., Joycelink Holdings Limited and Food Camp Industries and Marketing,
Inc., at a swap price of 1.00 per share.

The transfer of the Company from the SME to the Second Board finally took effect on June 29, 2009.

On March 12, 2010, the Board of Directors of the Company (BOD) approved the Company’s transfer
from the Second board to the First Board of the Exchange. In addition, the BOD approved the Company’s
increase in authorized capital stock from P1.32 billion to P5 billion as well as the listing of the additional shares
from the increase. Finally, the BOD approved the amendment of the Company’s By-Laws that will allow waiver of
pre-emptive rights.

On August 3, 2010, the SEC approved the Amendment of the Seventh Article of the Articles of
Incorporation of the Company to read as follows:

No stockholder shall have any pre-emptive right of subscription to any class of shares of stock
of this Corporation, whether to the present authorized capital stock or any future increases
thereof.

On September 1, 2010, the Company entered into an agreement with Softrigger Interactive, Inc. and Mr.
Carlos C. Sevilla whereby the Company shall subscribe to new shares of stock of Softrigger Interactive, Inc.
totaling 34,134 which will be equivalent to 50% equity interest in Softrigger Interactive, Inc. post investment.

On October 1, 2010, the Company entered into an agreement with Holy Cow Animation, Inc., Ms.
Marilyn D.L. Montano and Mr. Danilo F. Montano whereby the Company shall subscribe to new shares of stock of
Holy Cow Animation, Inc. totaling 53,937 shares which will be equivalent to 50% equity interest in Holy Cow
Animation, Inc. post investment.

Holy Cow Animation, Inc. is engaged in the business of providing computerized animation services for
film and/or television, including conceptualization, production and execution of shows, programs and advertising
campaigns using animation.

On December 20, 2010, the Company entered into an agreement with Softweb Consulting, Inc., Ms.
Rhennie T. Viloria, Mr. James Michael V. Santiago and Ms. Angel Madonna V. Santiago whereby the Company
shall purchase/subscribe to shares of stock of Softweb Consulting, Inc. totaling 5,050 which will be equivalent to
50% equity interest in Softweb Consulting, Inc. post investment

Softweb Consulting, Inc. is engaged in the business of IT consulting services and reseller of software
and hardware and other related products.
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On December 21, 2010, the Company entered into a subscription agreement with Thumbmob
Philippines, Inc. (Thumbmob) to subscribe to new shares of stock of Thumbmob totaling 145,834 shares which
will be equivalent to 50% equity interest in Thumbmob, post investment. The Investment and Subscription
Agreement with Thumbmob is subject to the confirmation by the Board of Directors of the Company.

On March 8, 2011, the Company filed with PSE its application for transfer from the Second Board to the
First Board of the Exchange.

The amendment of the Company’s Secondary Purposes to include the following was ratified by the
stockholders of the Company during the June 2, 2011 Annual Stockholders’ Meeting.

a. To provide professional services and manpower in the field of telecommunications, media and
information technology.

b. To buy, sell, lease, assemble, import, export, process and deal in any and all classes of materials,
merchandise, supplies and commodities of every kind and nature;

c. To act as commission agent, manufacturer's representative, or principal for the purchase, sale
distribution, manufacture, assembly, import or export of any and all classes of materials,
merchandise, supplies and commodities of every kind and nature; and

d. To engage in and carry on the business of general and retail merchants, traders, factors, agents,
manufacturers, processors, dealing in or with any and all classes of materials, merchandise,
supplies and commodities of every kind and nature.

On March 17, 2011 the Company’s Board of Directors confirmed/ratified the establishment of the
Company’s wholly-owned subsidiary named J-Span IT Services, Inc. in Tokyo, Japan. The Board likewise
approved the establishment in the Philippines of a wholly-owned subsidiary to be named |-Resource Consulting
International, Inc.

On May 25, 2011 the SEC approved the incorporation of I-Resource Consulting International, Inc. as a
wholly owned subsidiary of the Company.The primary purpose of I-Resource Consulting International, Inc. is to
provide consulting, technical advice and professional advisory services to persons, firms, association,
corporations, partnerships and other entities.

On June 10, 2011 the SEC approved the incorporation of Porteon SEA, Inc., a wholly-owned subsidiary
of the Company with the primary purpose of engaging in the business of manufacturing, marketing and selling of
vehicles of all types, including but not limited to electric vehicles.

The amendment of the Secondary Purposes was approved by the SEC on August 25, 2011.

On September 02, 2011, the Company entered into a Memorandum of Understanding with Huawei
International Pte., Ltd., Huawei Technologies Phils., Inc. and NOW Telecom. The parties desire to explore the
possibility of entering into a business relationship which will allow each party to provide its respective contribution
in order to attain the common purpose of implementing NOW Telecom’s nationwide build-up plans. The
milestone agreement is expected to enhance the information capabilities of the Company and NOW Telecom in
partnership with the world’s largest information technology company Huawei.

On December 9, 2011, the Company executed a Memorandum of Agreement with the Filipino American
Chamber of Commerce of Orange County, a non-profit organization in the State of California, for the use of a
digital media portal through the Company’s latest technology platform NowPlanet. TV.

On August 25, 2012 the SEC approved the incorporation of |-Professional Search Network, Inc., a
wholly-owned subsidiary of the Company. The primary purpose of |-Professional Search Network, Inc. is the
recruitment and placement of workers domestically. This is aimed at broadening the Company’s base in the area
of service-related business as well as to complement the Company’s other wholly-owned subsidiary, I-Resource
Consulting International, Inc., which provides consulting, technical advice and professional advisory services to
persons, firms, association, corporations, partnerships and other entities.

The Board of Directors and Stockholders of the Company approved the name change from Information
Capital Technology Ventures, Inc. to Now Corporation on 2 July 2013 and 6 June 2013, respectively. On 16
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August 2013 the SEC issued the Certificate of Filing of Amended Articles of Incorporation and the Certificate of
Revision of the Title of Amended By-Laws certifying the said name change.

On December 27, 2013, the Company paid the amount of Php3,000,000.00 for the Company’s
subscription to 110,000 shares (at Php100.00 per share) on the proposed increase in the authorized capital stock
of I-Resource from Php1,000,000.00 to Php12,000,000 or increase from 10,000 shares to 120,000 shares. The
proposed increase in the authorized capital stock of i-Resource was approved by the SEC on April 2, 2014.

During the Special Stockholders’ Meeting held on January 22, 2015, the shareholders approved the
following: 1) increase of the capital stock of the Company from Php1.32B to Php2.120B or an increase of
Php800M; 2) conversion of advances made by a shareholder, Velarde, Inc., in the amount of Php200M; 3)
application for listing with the PSE of the additional 200M shares to be issued from the increase in authorized
capital; and 4) waiver by a majority vote representing the outstanding shares held by the minority shareholders
present of the conduct of a rights or public offering of the shares to be subscribed by Velarde, Inc. The
Company’s Board of Directors had previously approved a higher increase of Php2.7B during its November 27,
2014 meeting. However, upon further study and discussion, a lower amount was recommended and approved
by the Board during a special meeting held on 22 January 2015 prior to the Special Stockholders’ Meeting
scheduled on the same day.

On 17 December 2015, the Securities and Exchange Commission approved the Company’s increase in
authorized capital from Php1,320,000,000.00 divided into 1,320,000,000 shares of the par value of Php1.00 each
to Php2,120,000,000.00 divided into 2,120,000,000 shares of the par value of Php1.00 each.

(2) Business of the Company

Pursuant to its new primary purpose, the Company has recently shifted its operations into
Telecommunications, Media and Technology (TMT). Its new primary purpose covers the business of providing
telecommunications, media, and information technology products and services. These include
telecommunications value-added service (VAS) through companies duly licensed to engage in wired and
wireless, fixed and mobile communications; software and hardware technology, business process outsourcing,
call center and other information technology applications; digital media and other media except mass media; as
well as activities directly or indirectly connected to these.

Among the programs that the Company management plans to undertake are: providing
telecommunications VAS through iDEN, CDMA, GSM and broadband networks worldwide; and, entering the
software development services industry by expanding the markets being served by proprietary enterprise
solutions it has developed and will develop for inter-network deployment nationwide and worldwide. The
Company plans to develop and market worldwide mobile data applications that will run on different platforms. It
also plans to develop and market digital media content.

Business Partners

NOW Telecom Company, Inc. (“NOW Telecom”), is a business partner which is in a unique position
to meet the unabated increase in demands for high speed broadband connectivity of large and medium
enterprises, government organizations, educational and medical institutions, financial institutions, multi-tenant/
multi-level commercial and residential buildings, clustered urban residential communities and special economic
zones. This company is at the forefront in employing the latest state-of-the art wireless technologies to address
the demands of clients for customized solutions yet cutting edge broadband technology.

The International Business Machines Corporation (“IBM”), is an American multinational technology
and consulting corporation. Since establishing its presence in the Philippines in 1937, it has evolved to become
the leader in information technology, providing hardware, software and IT-enabled services to both local and
global clients. IBM is known for the quality of its products and services in a long-standing tradition of excellence,
customer satisfaction, and commitment to business ethics and integrity.

The Asian Institute of Journalism and Communication, Inc. (“AlJC”), is a Knowledge Management
Center organized in 1980 as a graduate school of journalism, founded on the philosophy that communication is a
vital development resource to be used to advance the common good. It has a solid record of more than 30 years
in the communication field — as a graduate school for communicators and journalists, a center for continuing
education in journalism, communication, and knowledge management, and a research and consulting firm
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advocating policies and implementing programs and projects that address development issues and concerns
both at the levels of national decision making and community-based initiatives.

Brands

NowPlanet.TV (“NowPlanet.TV”) is the digital media brand of the Company. It is a social business
platform that enables enterprises, organizations and institutions to create, manage, and sustain their marketing
and communications campaigns across multiple mobile devices (Smartphones and Tablet PCs that run on iOS
and Android). NowPlanet.TV has launched several Channels for business owners and institutions in order to
synergize their marketing and communication efforts, through the use of digital media. In 2012, it unveiled the
Live Streaming coverage of the Impeachment Trial of Chief Justice Renato Corona through the Justice Watch
Channel, in partnership with the Asian Institute of Journalism and Communications, Inc. (AlJC).

WebsiteExpress.Biz (“WebsiteExpress.Biz”) is a one-stop shop website development service -
providing micro, small and medium sized enterprises affordable, professional websites in as fast as 5 days.

Products and Services

The Company, its subsidiaries, and affiliates are now at the forefront of bringing cutting-edge
technologies in its chosen markets, primarily the enterprises and SMEs:

1. Broadband Telecom Services — In partnership with NOW Telecom, clients will have access to
economically competitive broadband bandwidth resources with high availability, robust security and
guaranteed QoS.

2. Communications Network Services - In partnership with NOW Telecom, clients will have access
to the usual cellular services as well as professional radio services such group communication, field
workforce management services (dispatching) and data services through Trunk Radios (TETRA).

3. IT Infrastructure Services — In partnership with Softlayer (an IBM Company), the Company resells
the data space of Softlayer and the beta program of BlueMix, the new IBM Cloud platform as a
service. BlueMix is an enterprise-grade sandbox built on Softlayer infrastructure, ready for
developers to hit the ground running and get their hands dirty.

4. IBM Smartcloud Services — In partnership with IBM, the Company resells essential tools for social
business in the cloud: enterprise-grade file sharing, communities, instant messaging, web meetings,
user profiles, mail, and calendar. These IT solutions are designed to let clients work seamlessly
with people inside and outside their organization. The Smarticloud services are competitively-
priced, security-rich, reliable, flexible and extensible.

5. Collaboration Software Solutions - In partnership with IBM, the Company provides a full range of
IBM Collaboration Solutions (ICS) Products. The Company develops solutions and applications on
Lotus (xPages, Notes and Notes Web) platform.

6. Content Distribution — In partnership with IBM, the Company provides a full range of services
utilized to distribute content via video. The Company provides services and applications using the
IBM UStream video platform.

7. Digital Marketing — NOW brings new technologies to increase the client's engagement with its
potential customers through enterprise-grade marketing and email automation.

8. Human Resource Management System — Human Resource Management System is an end-to-

end solution that covers the entire employee engagement cycle - from recruitment to retirement,
leading to increased efficiency, enhanced productivity and reduced operational costs.
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9.

10.

1.

12.

13.

14.

Information Technology Resource Management Outsourcing —

a. through i-Resource Consulting International, Inc., enterprises are assured of available
skills for short, long-term and mission-critical projects by Resource Augmentation, Contract
to Hire and Train and Deployment.

b. through i-Professional Search Network, Inc., enterprises may outsource the recruitment of
IT Professionals for regular placement.

Managed Services Outsourcing — through i-Resource Consulting International, Inc., clients
refocus on their core business activities while outsourcing to technology experts some parts of their
business process, such as Testing & Quality Assurance Services, Applications Development,
Applications Maintenance, Disaster Recovery, Desktop Services, Technology Help Desk Services,
Call Center Help Desk Services and Network Services (Broadband Internet). Managed Services
Outsourcing is a program that allows managing regular or critical projects based on targeted
outcomes and service level agreements.

Live Streaming — through the Company’s digital media platform branded as NowPlanet. TV, the
Company offers clients live streaming technology to the Internet. Clients’ events can be streamed
globally and watched by millions of people in their mobile devices through state-of-the-art digital
video and uplink technologies.

Website Development — this service helps clients achieve an online presence to generate highly
interactive and engaging relationships with the clients’ end-customers. The Company has
established the brand WebsiteExpress as its vehicle to delivering world-class and globally
compliant websites. WebsiteExpress operates at a subscription model, providing subscribers
affordable, professional websites in as fast as 5 days. It is a one-stop shop — development, domain,
hosting, SSL certificates, shopping cart, email and more all in one place, eliminating the need to
deal with multiple service providers.

Mobile Applications Development — through this service, the Company extends customer
engagement and interactivity with mobile applications such as cinematic 3D, game-based learning,
rich media, HTML5 animation and gesture triggers, which can be easily customized and deployed.
The Company has successfully developed the It's More Fun in the Philippines.

Telematics — a Mobile Resource Management Solution, which maximizes the use of today’s mobile
devices to streamline an organization’s process and reporting. Through telematics, information
captured in any place accessible via telco service providers can be made available for management
review in real time.

Development of New Products and Services

The development of the NowPlanet.TV Channels and other products would require substantial
resources for the service fees of the consultants, purchase of IT equipment, subscription for dedicated and
guaranteed bandwidth through an internet lease line and distribution of the live streaming coverage. The
estimated expenditure for the above is Php4.5M.

Competition

With the continuous growth of the IT industry, both locally and globally, the competitive landscape has
become fierce with the rise of new and innovative technology services in the market. The Company’s products
and services have indirect and direct competitors in the following areas:

1.
2.
3.

IBM Lotus Notes developers and resellers;
Web development companies; and
Software engineering service providers.
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As the Company continue to improve and enhance its product and services, its competitive advantage
lies in its ability to adopt and utilize new and emerging technologies to deliver a full spectrum of innovative
products and services to the market. Setting the Company apart is the provision of its value added services
backed by its strong and competent professionals through the synergy and collaboration across the different
functional departments of the organization.

Suppliers
The Company and its subsidiaries have a broad range of suppliers, both local and foreign.
Customers

The Company provides technology solutions to various organizations. It has a wide scope of target
customers not dependent on a single or few customer base. The following are target industries for the
Company’s products and services:

Commercial Banking

Microfinancing and rural banking
Financial services

Manufacturing

Transportation

Media and Advertising Companies
Government Sector

Small and Medium Enterprises (SME)
9. Retail

10. Hospitality/Tourism

11. Healthcare

12. Insurance

13. Business Process Outsourcing and Knowledge Process Outsourcing

N RN~

Transactions With and/or Dependence on Related Parties

All transactions with related companies are done on market terms and arm’s length basis. See Note 11
(Related Party Transaction) of the Notes to the Consolidated Financial Statements.

Patents, Trademarks, Copyrights, Licenses, Franchises, Concessions and Royalty Agreements

The Philippine Intellectual Property Office (“IPO”) issued on June 28, 2012 and July 5, 2012 a Certificate
of Registration for the trademarks J-Span and NowPlanet. TV, respectively. The IPO also issued on 28 February
2013 a Certificate of Registration for the trademark Social Canvass. These registrations shall be effective for 10
years.

As of December 31, 2013, the Company has four (4) other trademark applications pending with the
Philippine Intellectual Property Office.

On 16 August 2013, a Verified Opposition was filed by Starbucks (HK) Limited against the application
for trademark registration of a variation of the mark NOWPLANET.TV AND DESIGN. The case is under
mediation.

Research and Development Activities
The company did not allocate an amount for research and development in years 2015 and 2014. In the
year 2013, the Company spent the amount of Php3.4K on research and development activities, which is .0044 %

of its revenues. For the year 2012 and 2011, the Company did not allocate an amount for research and
development activities.
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Governmental Regulations and Environmental Laws

The Company is not aware of any existing or probable governmental regulations that will have a
material effect on the business.

The Company and its subsidiaries have not experienced any environmental issues or problems.
Employees

As of December 31, 2015, the Company only has less than 3 employees. Majority of the operations
complement, including research and development, are outsourced from Knowledge Professionals Service
Cooperative.

Major Risks

1. Competition. New and existing competitors can erode the Company and its subsidiaries’
competitive advantage through the introduction of new products and services, improvement of
product quality, increase in production efficiency, new and updated technologies and costs
reductions. To manage all these, the Company and its subsidiaries continuously come up with new
and exciting products and improve product propositions.

2. Third Party Services. The Company’s social media services have a dependence on 3rd parties
such as developers and internet providers. Maintaining and sustaining a satisfactory relationship
with third party service providers is critical in ensuring technical support for the Company’s social
media services. Failure to do so may negatively impact the Company’s business since we rely on
them for content upgrades, localization and technical support. To mitigate this risk, the Company is
constantly in search for the right partners.

3. Internet. The Company’s social media services are dependent on the quality and accessibility of
the Internet. The over-all user experience may be adversely affected by a poor internet connection.
The growth of this sector in the Philippines may be limited as internet access has not reached more
far-flung areas in the country.

Item 2. Properties

The Company purchased transportation equipment totaling Php15.17M (Note 9) in 2011 and 2010
through a four year financing agreements started in 2010 up to 2011. The total lease amortization amounted to
Php296K and are payable on a monthly basis. The transportation equipment is for the use of sales and technical
personnel and developers. The assets were capitalized since the lease term is for the major part of the economic
life of the assets.

In April 2014, the Company renewed its lease agreement covering its principal office for another one (1)
year period, renewable upon mutual agreement of the parties. In March 2015, the Company informed the lessor
of the former’s interest to renew the lease agreement to cover the period commencing on April 1, 2015 up to
March 31, 2016, renewable subject to mutual agreement of the parties, for a monthly rental rate of Php19,384.04
(excluding EVAT). Signing of the contract of lease has been scheduled by the lessor in April 2015.

Item 3. Legal Proceedings

On 20 February 2013, the Company filed on application for the registration of the variation of the mark
NOWPLANET.TV AND DESIGN. On 16 August 2013, the Company received a Verified Opposition by Starbucks
(HK) Limited, a foreign corporation organized in Hongkong. The opposer, Starbucks (HK) Limited, seeks for the
Company’s trademark registration to be disallowed and rejected based on the following grounds:

1. the company’s mark is identical with or nearly resembles opposers NOW TV & Device, with an

earlier filing date and priority date;
2. Opposer’s mark NOW TV & DEVICE has a protected goodwill over respondent’s mark;
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3. Opposer's mark is well known internationally and in the Philippines, and has acquired
distinctiveness that requires protection.

The case is currently under mediation before the Bureau of Legal Affairs, Intellectual Property Case.

Except for the opposition filed by Starbucks (HK) Limited against the application for trademark
registration of a variation of the mark NOWPLANET.TV, there are no other legal proceedings against the
Company. The Company is not a party to, and its properties are not subject of, any material pending legal
proceedings that could be expected to have a material adverse effect on the Company’s financial position or
result of operations.

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

The amendment of the Eight Article will be submitted to the stockholders for approval during the annual
stockholders’ meeting for the increase in authorized capital from Php2,120,000,000.00 divided into
2,120,000,000 shares of the par value of Php1.00 each to Php to Php6,344,000,000.00 divided into
6,344,000,000 shares of the par value of Php1.00 each.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Issuer's Common Equity and Related Stockholder Matters

On February 7, 2002, the Board of Directors approved the increase in the number of shares of the
authorized capital stock of the Company from 4,000,000 shares to 40,000,000 shares and the reduction of par
value from Php10 per share to Php1 per share.

On July 23, 2002, the Board of Directors and stockholders approved the offer of up to 8,000,000 shares
from the Company’s unissued common stock through initial public offering (IPO). The application for the IPO of
the Company was approved by the PSE and the Securities and Exchange Commission (SEC), on June 11 and
July 30, 2003, respectively. The Company was listed in the PSE on July 23, 2003. Issue manager and
underwriter was Abacus Capital & Investment Company. The market price is at high of Php1.08 and low of
Php.34. The following table is the summary of the Company’s stock prices from first quarter of 2013 up to the
first quarter of 2016:

Year Quarter High Low Close
2013 1st 0.510 0.400 0.400
2nd 0.450 0.360 0.380
3rd 0.465 0.355 0.430
4th 0.430 0.365 0.405
2014 1st 0.405 0.360 0.380
2nd 1.040 0.370 0.710
3rd 0.910 0.610 0.630
4th 0.720 0.540 0.570
2015 18t 0.670 0.400 0.495
2nd 0.630 0.430 0.465
3rd 0.610 0.400 0.500
4th 1.290 0.470 0.750
2016 18t 1.140 0.580 1.100

During the June 2, 2006 Annual Shareholders Meeting of the Company, the shareholders approved the
Memorandum of Agreement dated April 28, 2006 (MOA) entered into by the Company with NOW Telecom and
five other companies namely, Top Mega Enterprises Limited, Joycelink Holdings Limited, Gamboa Holdings, Inc.,
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Emerald Investments, Inc., Food Camp Industries and Marketing, Inc. (the five companies collectively known as
NOW Telecom Shareholders).

However, certain amendments were made to the MOA in view of the fact that upon further consultation
with the PSE, it was determined that the Company could not revise its primary purpose at that time. Hence, the
stockholders approved the amendment in the MOA that there will be no change in the primary purpose of the
Company. In addition, the stockholders also approved the proposal that the Company shall acquire only
nineteen percent (19%) equity interest in NOW Telecom and not 97%, as originally intended. It was agreed that
the acquisition shall be based on the same terms and valuation stated in the MOA in the event that additional
equity in NOW Telecom will be acquired by the Company in the future.

The amendment in the MOA was approved by the stockholders such that the shareholders of NOW
Telecom will transfer to the Company shares of NOW Telecom in the aggregate number of 2,656,580 shares
constituting 19% equity interest in NOW Telecom in exchange for new shares of the Company with an aggregate
value of Php1,289,278,350.00 for 19% of NOW Telecom, or effectively at a price of Php485.315085.00 per NOW
Telecom share.

In accordance with the amendment in the MOA, the needed increase in authorized capital stock of the
Company to accommodate the foregoing transaction is Php1,280,000,000 at Php1.00 par value per share.
Accordingly, the stockholders approved the proposal to increase the authorized capital of the Company by
Php1,280,000,000.

On September 19, 2006, the SEC approved the increase in the authorized (to Php1.320 Billion) and
paid-up capital (to Php1,317,278,350) of the Company as well as the change of the corporate name from
Cashrounds, Inc. to Information Capital Technology Ventures, Inc.

On September 27, 2006, the Company submitted to the PSE a listing application of additional
1,289,278,350 common shares to cover its share-for-share swap transaction with NOW Telecom shareholders.
Following the Company’s re-application for listing of the same shares in October 2008, the PSE approved the
same and were listed on February 24, 2009.

On December 10, 2008, the PSE approved the transfer of the listing of the shares of the Company from
the SME Board to the Second Board of the PSE, and the transfer finally took effect on June 29, 2009.

On March 12, 2010, the Board approved the Company’s increase in authorized capital stock from P1.32
billion to P5 billion as well as the listing of the additional shares from the increase.

On March 16, 2011, the Company filed with PSE its application for transfer from the Second Board to
the First Board of the Exchange.

The movement in the number of shares and capital stock amount for the year ended December 31,
2015, 2014 and 2013 are as follows:

2013

2015 2014

Number of
shares

Number of
shares

Number of Amount

Shares Amount Amount

Balance at beginning
of year

1,317,278,350

1,317,278,350

1,317,278,350

1,317,278,350

1,317,278,350

1,317,278,350

Increase in number of
shares as a result of
reduction in par value

Issuance during the
year

Balance at end of
year

1,517,278,350

1,517,278,350

1,317,278,350

1,317,278,350

1,317,278,350

1,317,278,350
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No party or person holds any voting trust over any of the Company’s shares. There are approximately
73 Holders of Common Stock as of December 31, 2015. The Top Twenty (20) Holders of Common Stock as of
31 December 2015 are as follows:

Name Nationality No. of shares Percentage
Top Mega Enterprises Limited Chinese 377,035,951 24.85%
PCD Nominee Corp. — Filipino Filipino 273,579,719 18.03%
Gamboa Holdings, Inc. Filipino 249,388,482 16.37%
Emerald Investments, Inc. Filipino 223,460,184 14.73%
Velarde, Inc Filipino 200,771,545 13.23%
Foodcamp Industries & Marketing, Inc. Filipino 91,755,738 6.05%
Joyce Link Holdings, Limited British 86,458,552 5.70%
PCD Nominee Corp — Non-Filipino Foreign 12,119,000 0.80%
Chua, Robert S. Filipino 2,250,000 0.15%
Chua Co Kiong, William N. Filipino 145,000 0.01%
De Leon, Jose Mari S. Filipino 10,000 0.0007%
Espinosa, Joseph Filipino 10,000 0.0007%
Diata, Juditha G. Filipino 10,000 0.0007%
Tareno, Maria Guia I. Filipino 10,000 0.0007%
Serania, Virginia P. Filipino 10,000 0.0007%
Francisco, Richard L. Filipino 10,000 0.0007%
Bocabil, Alben B. Filipino 10,000 0.0007%
Dela Cuesta, Karlo S. Filipino 10,000 0.0007%
Ligutan, Eninias P. Filipino 10,000 0.0007%
Pagudar, Venus B. Filipino 10,000 0.0007%
Others Filipino 214,179 .014%
TOTAL 1,517,278,350 100.00%

Dividends

No cash dividends were declared in the past two (2) years. There are no restrictions that limit the ability
to pay dividends on common equity or that are likely to do so in the future.

Recent Sale of Unregistered Securities

There was neither sale of unregistered securities nor issuance of securities constituting an exempt
transaction within the last three years.

Item 6. Management's Discussion and Analysis or Plan of Operation
Plans and prospects for 2015

Now Corporation plans to launch two of its creations: (a) the “NOW Broadband Cable TV” a guaranteed
broadband Internet service with Wireless Cable TV, and (b) the “NOWPIlanet.TV” a digital media platform as a
product that converges free TV, web channels, cloud services and other interactive services.

The Company’s planned broadband Internet service shall offer guaranteed speeds with wireless cable
TV broadcast and cloud services.

Its planned launch signals the Company’s mission to achieve true convergence thru the following
features simultaneously: (a) browsing 24x7 Internet throughput at guaranteed speed, (b) watching their favorite
shows from free TV such VHF and UHF signals (c) interacting with web channels such as TED Talks, YouTube,
Facebook, Twitter, Instagram, etc. (d) playing high definition, fast motion networked games; (e) using cloud
services such as e-mail, task, calendar, files, community collaboration, video chat, document management with
one terabyte of storage per customer, (f) watching, streaming or downloading high-definition videos and 4k/6k/8k
films, (g) making phone calls on Skype and live video conference to as many as 200 participants per session —
all with the flexibility of using any device such as regular or 4k TVs, desktops, laptops, tablets and smartphones.

Page 13 of 28



Plans and prospects for 2014

i-Resource Consulting International, Inc. aims to increase its revenue by promoting other services such
as Managed Services and Train and Deploy. These services are expected to contribute to significant growth in
the number of deployed personnel, translating in turn to continuous and long-term recurring profit generating
activities for the said company.

i-Professional Search Network, Inc. is currently applying for all necessary government permits in order
for it to operate and offer its search and select service. The increasing demand for direct placement service is
expected to bring considerable revenue to the company.

In partnership with AIJC, the Company is developing the K-12 Channel, which is a platform for clarifying
issues and concerns about the K to 12 Basic Education Program. The K-12 Channel is about enabling digital
learners to learn to optimize technology and create for themselves opportunities for entrepreneurship,
employment, or higher educational pursuit. It will also retool teachers to become effective digital learning
facilitators by using new media technologies for innovative and creative pedagogies. The K-12 Channel will be
launched in the fourth quarter of 2014. Among others, the K-12 Channel will:

Inform and educate on policies, objectives, principles, features of the K to 12 Program

Clarify issues and concerns

Dialogue on relevant issues and concerns

Provide continuing updates; accomplishment/progress reports

Demonstrate best practices on school management, teaching, learning materials development,
assessment, and others.

aoprwN =

For 2014, the Company is focusing on the brand development of WebsiteExpress, with the objective of
improving sales conversion from 1.6% to 10%. To achieve this, sales funnel must be improved and shortened
through product and pricing restructuring as well as development of standard operating procedures. To manage
operating expenses, marketing milestones and activities that support the above key tactics, will be limited to (1.)
Internet Marketing via SEO, SEM, email and social media initiatives and (2.) Guerrilla marketing through localized
on-ground promotions and brand advocacy program via digital influencers. Expansion efforts will be to increase
2-3 kiosks. Short term sales programs such as door-to-door direct sales, a reseller program and incentive
programs will be utilized to maximize sales while the influx of leads is still in its infancy stages.

The Digital Media Division of the Company also aims to expand its reach of new clients by launching

aggressive marketing campaigns, both offline and online. The group shall also focus on keeping existing clients
boosting its group’s profitability while maintaining a lean team of developers and designers.

Key Performance Indicators

Profitability Profit Margin 4.54%
Return on Assets 0.35%
Return on Equity 0.48%
Book Value per share 0.8220
Earnings per share 0.0040
Liquidity Current Ratio 0.134
Debt to Equity Debt to Equity Ratio 0.384
Asset to Equity Asset to Equity Ratio 1.384
Interest Interest Rate Coverage Ratio 6.40

The Key Performance Indicators are computed as follows:

Profitability:
Profit margin = Net Income / Total Revenue x 100
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Return on assets = Net Income / Total Assets x 100

Return on Equity % = Net Income / Total Stockholders’ Equity x 100

Book Value per share = Total Stockholders’ Equity / Average Outstanding Shares
Earnings per share = Net Income / Average Outstanding Shares

Liquidity:
Current Ratio = Current Assets / Current Liabilities

Debt to Equity:
Debt to Equity Ratio=Total Liabilities/Total Stockholders’ Equity
Asset to Equity Ratio = Total Assets / Total Stockholders’ Equity
Interest rate coverage ratio = EBIT / Interest Expense

There are no known trends, demand, commitments, events or uncertainties that will have a material
impact on the Company’s liquidity, nor any events that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an obligation. No material off-balance sheet
transactions, arrangements, obligations (including contingent obligations), and other relationships of the company
with unconsolidated entities or other persons created during the reporting period.

There are no known trends, events or uncertainties that have had or that are reasonably expected to
have a material favorable or unfavorable impact on net sales/revenues/income from continuing operations.
There are no significant elements of income or loss that did not arise from the Company’s continuing operations.

The Company has started to establish teams to supports its business process outsourcing pursuits. It
has also put up its own operations and back-end processes through service outsourcing. Management
personnel are being sourced from a cooperative of professionals.

The Company is also working together with IMX Broadband, Inc. for purposes of research and
development in connection with the plan to expand the Company’s existing information technology platform in
order to introduce related products and services and integrating wireless communication technologies.

On March 10, 2006 a Certificate of Registration as a Value Added Service (VAS) Provider as Voice over
Internet Protocol (VOIP) Provider was issued by the National Telecommunications Commission (NTC) to the
Company effective until March 9, 2007. The registration allows the Company to operate and maintain VOIP
service in all cities and municipalities nationwide. The original registration was until March 9, 2007 renewed until
March 8, 2014. On 6 March 2014, the Company filed its application to renew its registration with NTC.

On December 18, 2008, the Company signed a Development Partnership Agreement with REWSS A/S,
a Danish based company with an operations and development hub in the Philippines, and NOW Telecom, a MTS
(mobile telephone system) operator in the Philippines. REWSS A/S provides Network Business Intelligence
(NBI) software solutions for operators worldwide with clients in the USA, Europe, Africa and Asia for various
network technologies including CDMA, GSM and UMTS (2G and 3G). Using NOW Telecom’s network
infrastructure, REWSS A/S will develop its REWS Stools for the iDEN Motorola technology. The Company will
handle the project management role and use the end solution for iDEN in handling NOW Telecom’s Network
Operations Center.

Information on Independent Accountant

The auditing firm of SGV & Co. is the incumbent external auditor of the Company for the calendar year
2015 and is being recommended for re-appointment for the current year.

Audit and Audit Fees

The aggregate fees billed for each of the last three (3) fiscal years for professional services rendered by
the external auditor for the audit of the Company’s annual financial statements is Php224,000.00 for 2015,
Php224,000.00 for 2014 and Php220,000.00 for 2013.
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The external auditor does not render any other assurance and services related to the performance of
the audit nor does it render any professional service for tax accounting, advice, planning and any other form of
tax services.

Results of operations
Year 2015

The consolidated revenue for the year 2015 is Php115.394 Million, there is a significant increase of
Php41.614 Million or 56% from last year’s Php73.779 Million. The increase is contributed largely by an increase
in revenue from IT Service Fees. Revenue from IT Service Fees increased to Php67.108 Million in 2015 from
Php47.031 Million in 2014. Company’s sales from IBM licenses and other services also increased by Php21.538
Million or 80%, the sales increased to Php48.286 Million this year from last year's Php26.748 Million.

The Operating Expenses is Php33.049. Million in 2015 and Php50.058 Million in 2014. There is
significant decrease by Php17.009 Million or 34% in 2015 as compared to 2014 due to decrease in Interest
expenses from Php19.001 Million in 2014 down to Php1.054 Million in 2015. General and Administrative
Expenses and Other Expenses increased by Php569K and Php370K respectively.

The Net income for the year ended December 31, 2015 is Php5.235 Million or Php43.718 Million higher
compared with last year Net Loss of (Php38.482 Million). This year’s increase in revenue contributed the
positive bottom line in 2015.

As of December 31, 2015, the total consolidated assets of the Company stood at Php1.498 Billion
compared with last year's Php1.454 Billion, an increase by Php43.801 Million or 3%. Current Assets increased by
Php47.092 Million or 36%, from Php129.804 Million in 2014 to Php176.896 Million in 2015. The increase in
Current assets was a result of an increase in Cash from Php2.007 Million in 2014 to Php15.980 Million in 2015.
There is an increase in trade receivables from Php51.803 in 2014 to Php81.788 in 2015. There is an increase
also in Amounts Owed by Related Parties and other current assets from Php75.995 in 2014 to Php79.128 in
2015. Non-current Assets decreased by Php3.289 Million due to decrease in Property and Equipment and other
Non-Current Assets by Php3.202 Million and Php87K respectively.

Current liabilities increased by Php252.865 Million or 85%, from php136.076 Million for 2014 to
Php388.941 Million for 2015. The increase is due to the reclassification of a Php44,5 Million bank loan from long
term to current. Accounts Payable and accrued expenses also increase from Php120.397 Million to Php132.927.
However, Amounts Owed from Related Parties increased by Php196.51 Million. And Obligation under finance
lease become zero this year from Php675K last year. Non-current Liabilities on the other hand decreased
significantly by Php414.283 Million or 93% decreased due to the reclassification of a Php44.5 Million bank loan
from long term to current as stated above. And a decrease in Due to related parties from Php396.3Million in 2014
to Php26.5 Million in 2015.

Total Assets as of December 31, 2015 stood at Php1.498 Billion, with Liabilities at Php415 Million and
Equity at Php1.083 Billion.

Year 2014

The consolidated revenue for the year 2014 is Php73.779 Million, a decrease of 7% from last year’s
Php79.318 Million. The unfavorable variance of Php5.539 is due to the decrease in IT Service Fees. This year’s
IT Service Fees is Php47.031 Million while in year 2013 it was Php53.320 Million. However, the company’s sales
of IBM licenses in 2014 increased to Php21.235 Million from last year's Php20.486 Million. Interest Income
increased to Php472,549 from last year's Php471,820.

The Operating Expenses is Php50.058 Million in 2014 and Php95.670 Million in 2013. There is significant
decrease by Php45.612 Million or 48% in 2014 as compared to 2013. The decrease in operating expenses was
brought about largely by decrease on contracted outside services amounting to Php22.382 Million or 88%. This is
inclusive of manpower reduction for cost efficiency measures. Interest Expense decreased by Php19.369 Million
or 50% due to a restructured advances from an affiliate. The savings on the following cost line items for 2014 as

Page 16 of 28



against 2013 were due to cost efficiency measures, such as: Utilities decreased by Php2.745 Million or 68%;
Professional fees decreased by Php2.533 Million or 65%; Communication decreased by Php2.448 Million or
46%; Rental decreased by Php399K or 12% and, others decreased by Php853K or 11%. Depreciation and
Amortization decreased by Php1.160 Million or 19% is due to retirement of some assets. However, there is
increase by Php6,278 Million or 706% in Impairment loss in 2014 as compared to 2013. The company provided
an allowance for impairment of receivables and other assets Php7.167M in 2014, while in 2013 was Php889K.

Total Net income (loss) as of December 2014 is Php38.482 Million or Php48.752 Million less compared
with last year of (Php87.234 Million). This year’s decrease of cost and expenses contributed the improved
bottom line in 2014.

As of December 31, 2014, the total consolidated assets of the Company stood at Php1.455 Billion
compared with last year's Php1.445 Billion, an increase by Php9.684 Million or 1%. Current Assets increased by
Php14.742 Million or 13%, from Php115.062 Million in 2013 to Php129.804 Million in 2014. The increase in
Current assets was a result if an increase in trade receivables by Php6.808 Million or 15%. There was an
increase in Amounts Owed by Related Parties by Php17.011 Million or 31%, while Cash account and Other
Current Assets decreased by Php7.649M and Php1.527M, respectively. Non-current Assets decreased by
Php5.058 Million attributed from a decrease in Property and Equipment and other Non-Current Assets by
Php4.704 Million and Php353K.

Current liabilities increased by Php4.392 Million or 3%, from php134.630 Million of 2013 to Php139.023
Million of 2014. The variance is due to an increase in Amounts Owed from Related Parties by Php10.163 Million
or 210%, and decrease in Accounts Payable as well as decrease in the Current portion of obligations under
Finance Lease by Php3.437 Million and Php2.333 Million, respectively. Non-current Liabilities on the other hand
increased by Php43.701 Million or 11% due to an increase in Amounts Owed from Related parties by Php44.377
Million or 13%. On the other hand, Non-current portion of Obligations under Finance Lease is zero in 2014 and
Php675K in 2013.

Total Assets as of December 31, 2014 stood at Php1.455 Billion, with Liabilities at Php576.923 Million and
Equity at Php877.625 Million.

Year 2013

Total Consolidated revenues generated in 2013 amounted to Php79.32 Million or 59% higher than last
year’s revenue of Php50.14M. The increase in Revenue was brought about by the following:

1. Revenues from IT products and services of Php38.95M was increased by 57% or Php14.15M from
last year’s revenue of Php24.8M;

2. Revenues from IT resource augmentation of Php38.32M was increased by 102% or Php19.32M
from last year’s revenue of Php19.0M;

3. Management fees were the same by Php5.04M both in 2013 and 2012; and,

4. Interest Income derived from loans and minimal bank interest of Php471.82K was decreased by
58% or Php653.09K from last year’s interest of Php1.12M

Operating expenses decreased by 11% or Php21.4M in 2013, the decrease was largely attributed to
outside services from Php56.2M to Php25.52M due to cost cutting measures for development activities to
support its thrust to focus on providing high value ICT services. Other decreases in operating expenses include
Communications at Php2.14M, Professional fees at Php1.41M, transportation and travel at Php4.94M and
Advertising and promotion at Php3.39M. The equity in net losses of associates share at Php3.1M, impairment
loss on goodwill on Softrigger Interactive, Inc. investment at Php3.8M and Commission of Php607K as charged
in 2012 were of zero amount in 2013.

Total Net income (loss) as of December 2013 is (Php87.2 Million) or Php50.9 Million less compared
with last year of Php138.1 Million). This year’s increase in revenue of 33.565M and the decrease of cost and

expenses by 21.399M contributed the improved bottom line in 2013.

As of December 2013, the total consolidated assets of the Company stood at Php1.445 Billion
compared with last year of Php1.428 Billion or an increase by Php16 Million. Current assets increased by
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Php22.26M or 24% were due to the increase in Cash balance by Php8.19M, trade receivables by Php11.55M,
increase in receivables by related parties by Php2.7M, while other current assets decreased by Php149.9K. .
Non-current assets decreased by .041% or Php5.5M due to depreciation of Property and equipment.

Current liabilities decreased by Php14.23M were brought about by the reclassification from current to a
noncurrent liability on the loan secured from a commercial bank amounting to Php40.5M which was used to
finance the operational requirements of the Company. Noncurrent liabilities increased by 43% or Php117M due
to reclassification of the aforementioned commercial bank loan from current liabilities and the increase in
amounts owed from Velarde, Inc. in the amount of Php73.27M which includes an accrued interest of Php36.38M
derived when the present value of the loan was determined since it became noninterest bearing when both
parties agreed for the deferment on the accrual and payment of interest starting November 2012 but shall not
exceed three (3) years.

Obligation under finance lease was likewise decreased from Php3.6M in 2012 to Php675K in 2013
brought about by regular payments made to transportation vehicles under finance lease.

On December 9, 2013, the bank has approved the conversion of the short-term loans in the amount of
Php44.5 into a two-year term loan. The principal balance of the loan is payable on January 19, 2016.

Total Consolidated Assets stood at Php1.445 Billion, Liabilities at Php529 Million and Equity at
Php916M Billion.

Year 2012

Total Consolidated revenues generated in 2012 amounted to Php50.0 Million or 84% higher than last
year’s revenue of Php27.1M. The increase in Revenue was brought about by the following:
5. Revenues from IT products and services of Php24.8M was increased by 15% or Php3.1M from last
year’s revenue of Php21.7M;
6. Revenues from IT resource augmentation of Php19.0M was increased by more than five times (5x)
or Php15.7M from last year’s revenue of Php3.4M; and,
7. Management fees were increased by Php4.8M from last year of Php240K.

Operating expenses increased by 12% in 2011, the increase was attributed largely due to charges of
Cost of services of Php37.29M, Outside services of Php56.2M for development activities to support its thrust to
focus on providing high value ICT services and interest on advances from shareholders amounting to
Php37.58M, and impairment loss of Php4.9M. Equity in net losses of associates of Php3.1M. Other operating
expenses include Communications at Php7.4M, Depreciation at Php6.9M, transportation and travel at Php6.4M.
Advertising and promotion at Php4.6M, was due to spending in advertising and promotional campaigns for the
Nowplanet. TV Justice Watch, Teletech promotional campaign, banners and various printed campaign materials.
Professional fees at Php5.3M, Light and Water at Php3.7M, Rental at Php3.7M and taxes and licenses of
Php460K.

Total Net income (loss) as of December 2012 is (Php138.1 Million) or Php3.3M less compared with last
year of (Php141.3 Million).

As of December 2012, the total consolidated assets of the Company stood at Php1.428 Billion
compared with last year of Php1.415 Billion or an increase by Php12.957 Million. Current assets increased by
Php17.5M or 23% to Php92.8M were due to the increase in trade receivables by Php11.3M, increase in
advances by related parties by Php10.2M, while other current assets decreased by Php2.5M and Cash balance
decreased by Php1.5M. However, non-current assets decreased by Php4.5M due to impairment of the
Company’s investment to Softrigger of Php3.8M that resulted in the decrease in investment in shares of stocks
from Php1.297 Billion in 2011 to Php1.294 Billion in 2012.

Current liabilities decreased by Php157.9M were brought about by the reclassification to non-current
liabilities of the advances owed to related parties amounting to Php272.6M. These advances were used to
finance the working capital and investment requirement of the Company. In 2012, the Company restructured the
loan extended by Velarde, Inc. from current liability to long-term liability and agreed further for the deferment on
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the accrual and payment of interest starting November 2012 while the Company is unable to pay but such period
shall not exceed three (3) years.

In October 2012, the Company secured a loan from a commercial bank amounting to Php40.5M to
finance the operational requirements of the Company. The Company has accessed $1.0M collateral from
Velarde, Inc. which will be used for a peso loan from Metrobank with Velarde, Inc. providing collateral. It was
agreed by the parties that the Company will pay the principal of the loan plus the effective interest rates ranging
from 2.79% to 3.8% per annum. For providing the collateral to ICTV, the Company shall pay Velarde, Inc. with
agreed reduced annual interest rate of 15% per annum of the principal amount of the loan.

Obligation under finance lease was likewise decreased by Php4.6M brought about by regular payments
made to transportation vehicles under finance lease.

Total Consolidated Assets stood at Php1.428 billion, Liabilities at Php425.292 Million and Equity at
Php1.003 Billion.

Item 7. Financial Statements

The audited consolidated financial statements are attached as “Annex A”.
The audited financial statements for parent company are attached as “Annex B”.

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

There had been no disagreements with SGV & Co. with regard to accounting policies and financial
disclosures of the Company.

PART Ill - CONTROL AND COMPENSATION INFORMATION
Item 9. Directors and Executive Officers of the Issuer

Under the By-laws of the Company, the members of the Board of Directors shall hold office for a term of
one (1) year until their successors shall have been elected and qualified.

Board of Directors

Thomas G. Aquino, age 66, Filipino, Chairman of the Board of Directors. He was elected as Member
of the Board of Directors on June 2, 2011. He is a Senior Fellow at the Center for Research and
Communication, a multidisciplinary policy group of the University of Asia and the Pacific (UA&P). He is currently
the President of NOW Telecom Company, Inc. (formerly Next Mobile, Inc.). He is also a member of the Board of
Directors of Philippines National Construction Corporation, Zamboanga Development and Management
Corporation, and iCollege of the Philippines, Inc. Dr. Aquino served as Senior Undersecretary of the Philippine
Department of Trade and Industry and supervised the country's international trade promotion, trade negotiations
under the World Trade Organization (WTO) and the ASEAN Free Trade Area (AFTA), as well as bilateral trade
talks with the country's major economic trading partners. He also served as overall lead country negotiator for the
Philippines in the Japan-Philippines Economic Partnership Agreement and was country representative to the
High Level Task Force on Asean Economic Integration. For his government service, Dr. Aquino was conferred
the Presidential Service Award (or Lingkod Bayan) for extraordinary contribution of national impact on public
interest, security and patrimony and was a recipient of the Gawad Mabini Award with the rank of Grand
Cross (or Kamanong) for distinguished service to the country both at home and abroad. Dr. Aquino obtained a
Doctorate in Business Administration in 1980 from the IESE Business School University of Navarre in Spain, an
MS in Industrial Economics in 1972 from the University of Asia and the Pacific, and an AB in Economics in 1970
from the School of Economics of the University of the Philippines.

Mel V. Velarde, age 52, Filipino, President and Member of the Board of Directors, was elected Vice-

Chairman of the Company’s Board of Directors on June 2, 2006 and served as such until March 22, 2007 when
he was elected as Chairman of the Board of Directors. On January 21, 2008, he resigned his chairmanship and
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was again elected as Vice Chairman of the Board until June 2, 2011. He was elected as President of the
Company on June 13. 2011. Mr. Velarde is the Vice-Chairman and the Chairman of the Executive Committee of
NOW Telecom Company Inc. (formerly Next Mobile, Inc.), and Chairman and President of The Velarde Group,
Inc., and its affiliates. He served as Philippine Commissioner to the United Nations Educational, Scientific and
Cultural Organizations (UNESCO) and Chairperson of the Committee on Science and Technology. Mr. Velarde
has built a career in broadcasting, cable TV, telecommunications and information communications technology.
He was former Executive Vice President and General Manager of Sky Cable, a cable TV company that became
the largest in the Philippines. Mr. Velarde pursued his masteral studies in Business Economics at the University
of Asia and the Pacific, and has taken Strategic Planning, Marketing and Finance at the Asian Institute of
Management and at the University of Michigan. He completed the Owner/President Management Program at the
Harvard Business School, Harvard University, Cambridge, Massachusetts.

Jose S. Alejandro, age 80, Filipino, Director, served as Chairman of the Board of Directors of the
Company on June 2, 2006 until March 22, 2007 when he resigned from said position and was elected as the
Company’s President. He served as President until January 21, 2008. Mr. Alejandro has also been a Member of
the Board of Directors of NOW Telecom Company, Inc. (formerly Next Mobile, Inc.) since 1989 and he now
serves as the Board’s Chairman. He is a business and management professional and leader with over 25 years
of corporate experience. He was the former President and CEO of East Asia Power Resources, a local publicly-
listed independent power producer during the period of local economic crisis (1997-1999), Country Manager for
the Power Systems Business of General Electric Co. (1987-1995), and Vice President - Marketing at GE
Philippines, Inc. and General Manger of GE Appliance Co. In these capacities, he led the growth and success of
this leading U.S. global diversified corporation in the Philippines. He holds a Bachelor of Arts and Bachelor of
Law degrees from the Ateneo de Manila University, and is a member of the Philippine Bar.

Marcelito R. Ordonez, age 62, American, Director, was elected to this position on January 21, 2008.
He worked with AB Capital & Investment Corporation for 19 years from 1981 to 2000. From 2000 to 2001, he
was a member of the management team of ICTSI International, wherein he occupied the position of Vice-
President for Finance. He is currently the Managing Director of ATR Kim-Eng Securities, Inc., one of the largest
independent investment houses in the country today. He obtained his degree in Bachelor of Science, Major in
Business Administration from the University of the Philippines and his Masters in Business Administration from
Columbia University.

Vicente Martin W. Araneta Ill, age 52, Filipino, Director, was elected as member of the Board of
Directors on March 13, 2012. Mr. Araneta is also a member of the Board of Directors and the Vice-President for
Innovative Marketing of ActivAsia, Inc., a 360-degree marketing services company specializing in Out-of-Home,
events, point-of-sale and channel activation, tourism marketing, sports marketing and creative services. He also
serves as Director and President of Facilities, Inc. and as Chairman of Real Properties, Inc., the holding company
of Facilities, Inc. and owner of the Palladium Subdivision. He is a member of the Mandaluyong Chamber of
Commerce & Industry, Inc. and occupied various key positions including 15t Vice President-Director for the period
2004-2005. He is also a member of the Management Association of the Philippines and of the Chamber of Real
Estate and Builders Associations, Inc. Mr. Araneta is a member of the Ateneo Alumni Association, Inc. and
served as a member of its Board of Directors for the period 2005-2007 and 2009-2012. He is also the President
of Ateneo, Inc. and a member since 2011 of the Philippine Association of Congress Exhibitors/ Organizers &
Suppliers, Inc. (PACEOS). He is the incorporator of the Mandaluyong Business Foundation. Mr. Araneta also
served as Director for the period 2004 to 2005 of the Philippine Science High School Foundation. He was also
the Executive Director of North Philippines Visitors Bureau, Inc. for the period July 2008 to July 2010.

Gerard Bnn R. Bautista, age 52 Filipino, Director, was elected as a member of the Board of Directors
on June 6, 2013. He is also currently the Chairman of the University of Baguio Foundation. He is a partner in
BNN Bautista Associates, an Architecture & Planning firm established in 1969, and the President of Eduplan
Philippines, Inc., a leading educational pre-need insurance company. He is a Charter Member of the Rotary Club
of Makati, Greenbelt. He is also currently a member of various associations, namely, the Harvard Architectural
and Urban Society, the Harvard Club of the Phils., the Harvard Alumni Alliance for the Environment, the Harvard
Alumni Entrepreneurs, the Philippine Jaycees Senate, Rockwell Club, the Porsche Club of the Philippines, and
the Rockwell Club, Baguio Country Club. He served as President of the Makati Jaycees. He obtained his
Bachelor of Science in Architecture in the University of the Philippines. In 1987, he obtained post graduate
studies in Information Technology for Architects in the Ateneo de Manila University. In 2002, he obtained post
graduate studies in Financial Forecasting in the Center for Research and Communications in Mandaluyong.
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Likewise in 2002, he obtained post graduate studies in Finance for Senior Executives in the Asian Institute of
Management in Makati City. He also obtained post graduate studies in Actual Planning and in School Planning
and Design in Harvard University in Cambridge, Massachusetts.

Eliseo M. Rio, Jr., Filipino, Independent Director, was elected as member of the Board of Directors on
June 4, 2015. Gen. Rio is a multi-awarded retired military officer with the rank of Brigadier General. He has held
various key positions in the Armed Forces of the Philippines since 1968, and has established himself as one of
the leading authorities in the Philippine telecommunication industry. Gen. Rio was selected as the “Most
Outstanding Professional in the Field of Electronics and Communication for the Year 2002” by the Philippine
Professional Regulation Commission, and awarded the Most Outstanding University of the East Alumnus in the
Field of Engineering for the Year 2003. He has a Bachelor of Science degree in Electrical Engineering from the
University of the Philippines and a Bachelor of Science degree in Electronics & Communication Engineering from
the University of the East in the Philippines. He also has a degree in Electronic Industries from the Ateneo
University in the Philippines.

Marlou Buenafe Ubano, 43 years old, Filipino, Independent Director. Atty. Ubano was elected as a
member of the Board of Directors on June 6, 2013. Atty. Ubano has been in practice of law for fifteen years. He is
the Founding Partner of the Ubano Sianghio & Lozada Law Offices which was established in June 2002. He is
currently a Governor of Integrated Bar of the Philippines — Western Visayas Region. He served as Assistant
Secretary for Legal Affairs of the Philippine Department of Transportation and Communications from 2011 to
2013. He was the Commissioner of the Commission on Bar Discipline, Integrated Bar of the Philippines from
2005 to 2007. He also served as President of the Integrated Bar of the Philippines - Capiz Chapter from 2007 to
2009 and again in 2011, and as Deputy Governor of the Integrated Bar of the Philippines — Western Visayas
Region from 2011 to 2013. Atty. Ubano was awarded the Presidential Plaque of Merit from the IBP National
President in 2007, and a Plaque of Recognition as the Most Outstanding IBP Capiz President in 2009. Atty.
Ubano is a Member of the Asean Law Association and the Intellectual Property Association of the Phils., Inc. He
obtained his Bachelor’'s Degree in Law and Political Science in the University of the Philippines.

Ramon Guillermo R. Tuazon, age 57, Filipino. He has been nominated to sit on the Board of Directors
of the Company to be elected during the Annual Stockholders’ Meeting scheduled on 5 June 2014. Mr. Tuazon is
also currently the President and Trustee of the Asian Institute of Journalism and Communication, Inc. (AIJC). He
is also a member of the Board of Directors of the Singapore-based Asian Media Information Centre (AMIC).
Since 2007, Mr. Tuazon was the Chairman of the Commission on Higher Education Technical Committee for
Communication (TCC) and member of the CHED Technical Panel for Social Sciences and Communication. He
serves as UNESCO Communication & Information Advisor. He also served UNESCO in various capacities:
UNESCO Specialist for Myanmar (November 2012 - January 2014); representative of the UNESCO Regional
Director to the UN Country Team in the Philippines (2010-2012). He has co-authored six books, co-edited 15
books/monographs, written over 10 handbooks/modules, published numerous articles in international and
national books, journals, and monographs. Among his latest publications are: Multidisciplinary Inquiry on the
Culture of Impunity in the Killing of Journalists (2013), and Media and Information Literacy: Curriculum for
Teachers (UNESCO Paris, 2011). He has contributed in several international publications including Media and
Information Literacy and Intercultural Dialogue (NORDICOM, 2013) and Gender Sensitive Indicators for Media
(UNESCO, 2012). He was a peer reviewer for the recent UNESCO publication, Global Media Information Literacy
Assessment Framework: Country Readiness and Competencies (2013). Mr. Tuazon completed his Master in
Communication Management from the AIJC and Bachelor of Science in Commerce from UST where he also took
graduate work in advertising.

Angeline L. Macasaet, age 43, Filipino, Director, was elected as Member of the Board of Directors in
2009. She is a member of the Philippine Bar. She is also currently the Corporate Secretary, Chief Information
Officer and Compliance Officer of the Company. She is also the Corporate Secretary of the various companies
under the Velarde Group such as Velarde, Inc., Gamboa Holdings, Inc., Foodcamp Industries and Marketing,
Inc., Emerald Investments, Inc., as well as enfranchised companies such as NOW Telecom Company, Inc., GHT
Network, Inc., News and Entertainment Network, Inc., among many others. She ensures the compliance of these
companies with all regulatory requirements as well as the legal requirements involving specific transactions. Her
extensive engagement involves all forms of litigation and in all fora. She .also has extensive practice in the
Securities and Exchange Commission, Philippine Stock Exchange, and the National Telecommunications
Commission. In addition to litigation, Ms. Macasaet has corporate practice all the way to the more complex
engagements of management buy-outs, corporate mergers and share swap.
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Vicente I. Pefianueva, age 52, Filipino, Acting Chief Finance Officer. He was elected by the Company’s
Board of Directors as Acting Chief Financial Officer on March 12, 2014. Mr. Pefianueva brings to the company
more than 27 years experience in Corporate Finance, Controllership, Audit and Accounting. Before he joined the
Company, he was the Finance and Accounting Manager of Aruze Global Shared Services and was In-charge of
Corporate Accounting and Reporting of 7 companies. From 2012 to 2013, he was the Accounting Manager of
Century Peak Metals Holding Corporation, also a publicly-listed company. He was the Accounting Manager of
Great Image Services Corporation from 2011 to 2012 and was also Senior Accounting Manger of Universal Leaf
Philippines, Inc. for 14 years. Mr. Pefianueva is a Certified Public Accountant. He graduated from Ateneo de
Davao University in 1985.

Independent Directors

Atty. Marlou B. Ubano and Gen. Eliseo M. Rio, Jr. (Ret) are the two (2) independent directors of the
Company.

Management Team

The following are the members of the Company’s management team:

Thomas G. Aquino - Chairman of the Board (see above)
Jose S. Alejandro - Vice Chairman of the Board (see above)
Mel V. Velarde - President (see above)

Angeline L. Macasaet - Corporate Secretary (see above)
Vicente |. Pefianueva - Acting Treasurer (see above)

Non-executive Officers

D. Enrique O. Co, age 47, Filipino, Legal Counsel, served as Legal Counsel of the Company from
January 2002 up to the present. He also served as the Corporate Secretary of the Company from 10 June 2004
until 30 August 2005 and from 1 November 2006 up to 21 January 2008. Upon the resignation of Atty. Carpio, he
served as the Acting Corporate Secretary of the Company from August 1, 2008 until March 18, 2009. He is
currently serving as Director and/or Corporate Secretary of several Philippine corporations. Atty. Co is also the
Managing Partner of Co Ferrer & Ang-Co Law Offices. Atty. Co obtained his BS Business Administration (cum
laude) and Law Degrees from the University of the Philippines.

Identity of Significant Employees

There is no person who is not an executive officer who is expected to make a significant contribution to
the business of the Company.

Family Relationship
None.
Involvement in Certain Legal Proceeding

On 20 February 2013, the Company filed on application for the registration of the variation of the mark
NOWPLANET.TV AND DESIGN. On 16 August 2013, the Company received a Verified Opposition by Starbucks
(HK) Limited, a foreign corporation organized in Hongkong. The opposer, Starbucks (HK) Limited, seeks for the
Company’s trademark registration to be disallowed and rejected based on the following grounds:

1. the company’s mark is identical with or nearly resembles opposer's NOW TV & Device, with an
earlier filing date and priority date;
2. Opposer’'s mark NOW TV & DEVICE has a protected goodwill over respondent’s mark;
3. Opposer's mark is well known internationally and in the Philippines, and has acquired
distinctiveness that requires protection.
This case is currently under mediation before the Bureau of Legal Affairs, Intellectual Property Case.
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Except for the opposition filed by Starbucks (HK) Limited against the application for trademark
registration of a variation of the mark NOWPLANET.TV, there are no other legal proceedings against the

Company

There are no pending legal proceedings to which the registrant or any of its subsidiaries or affiliates is a
party or of which any of their property is the subject thereof have occurred during the past five (5) years up to the
latest date that are material to evaluation. Neither is the registrant involved in any proceedings known to be
contemplated by government authorities and any other entity.

There are no pending legal proceeding involving Bankruptcy Petition, Conviction by Final Judgment, or
being subjected to any Order, Judgment or Decree, or Violation of a Securities or Commaodities Law to which the
registrant or any of its subsidiaries or affiliates is a party or of which any of their property is the subject thereof
have occurred during the past five (5) years up to the latest date that are material to evaluation.

Item 10. Executive Compensation

The aggregate compensation of executive officers and directors of the Company for the last 2 years and
projected for the ensuing year (2015) are as follows:

ACTUAL
2015 2014
COMPENSATION OTHERS TOTAL
A. Five (5) most
highly compensated
Executive Officers
5,298,807.84 1,560,000.00 6,858,807.84 5,281742.51
All directors and
executive officers as a
group unnamed
475,354.73 475,354.73 775,063.07
Projected 2016
COMPENSATION OTHERS TOTAL
A. Five (5) most
highly compensated
Executive Officers
5,451,588.24 1,560,000.00 7,011,588.24

All directors and

executive officers as a

group unnamed

475,354.73 475,354.74

The following are the 5 highest compensated directors / executive officers of the Company: 1. Thomas
G. Aquino, 2. Mel V. Velarde, 3. Angeline L. Macasaet, 4. Ma. Nenita G. Libid 5. Kristian Noel A. Pura.

Standard Arrangement

Page 23 of 28



Other than payment of reasonable per diem, there are no standard arrangements pursuant to which

directors of the Company are compensated, or are to be compensated, directly or indirectly for any services
rendered provided as a director/executive officer for the last completed fiscal year and the ensuing year.

Other Arrangement

There are no other arrangements pursuant to which any director of the Company was compensated, or

is to be compensated, directly or indirectly, during the Company’s last completed fiscal year, and the ensuing
year, for any service provided as a director.

Terms and Conditions of any Consultancy Contract or any Compensatory Plan or Arrangement between
the Company and Executive Officers

None.

Outstanding Warrants or Options Held by the Company’s CEO, the Executive Officers and Directors

None.

Item 11. Security Ownership of Certain Beneficial Owners and Management

Voting Securities and Principal Holders Thereof

Security Ownership of Certain Record and Beneficial Owners
(More than 5% as of March 31, 2016)

The Company has outstanding common shares totaling 1,517,278,350 shares as of March 31, 2016. All
outstanding shares as of record date are entitled to notice and to vote, on a one-share-one vote basis.

Title of Name, Address of Record Owner and Name of Citizenship | No. of Shares | Percentage
class Relationship with Issuer Beneficial Owner Held
and Relationship
with Record
Owner
Common | Top Mega Enterprises Limited
11/F Fortune House Direct Chinese 377,035,951 24.84
61 Connaught Road Central, Hong
Kong
Common | PDC Nominee Corp. — Filipino Direct Filipino 290,648,719 19.15
Common | Gamboa Holdings, Inc. Direct Filipino 247,188,482 16.29
Unit 5-1, 5" FIr., OPL Building, 100 C.
Palanca St., Legaspi Village, Makati
City
Common | Emerald Investments, Inc.
Unit 5-1, 5" FIr., OPL Building, 100 C. Direct Filipino 222,960,184 14.69
Palanca St., Legaspi Village, Makati
City
Common | Velarde, Inc.
Unit 5-1, 5" FIr., OPL Building, 100 C. Direct Filipino 200,771,545 13.23
Palanca St., Legaspi Village, Makati
City
Common | Foodcamp Industries & Marketing,
Inc. Direct Filipino 91,755,741 6.04
Unit 5-1, 5" Fir., OPL Building, 100 C.
Palanca St., Legaspi Village, Makati
City
Common | Joyce Link Holdings, Limited
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11/F Fortune House
61 Connaught Road Central, Hong
Kong

Direct

British VI

86,458,552

5.69

Security Ownership of Directors and Management as of March 31, 2016

The directors and officers of the Company have no security ownership in the capital stock of the
Company other than the qualifying shares recorded in the names of the directors but beneficially owned by
Velarde, Inc., Gamboa Holdings, Inc. or Foodcamp Industries and Marketing, Inc.:

Title of _ Amount and Nature of e . Percent of
Name of Beneficial Owner . . . Citizenship
Class Beneficial Ownership class
Common Thomas G. Aquino 1 (Direct) Filipino <.01
Common Mel V. Velarde 10 (Direct) Filipino <.01
Common Jose S. Alejandro 10 (Direct) Filipino <.01
Common Marcelito R. Ordonez 1 ((Direct) American <.01
Common Eliseo M. Rio, Jr. 1 (Direct) Filipino <.01
Common Vicente Martin W. Araneta IlI 1 (Direct) Filipino <.01
Common Marlou B. Ubano 1 (Direct) Filipino <.01
Common Gerard Bnn R. Bautista 1 (Direct) Filipino <.01
Common Ramon Guillermo R. Tuazon 1 (Direct) Filipino <.01
Common Angeline L. Macasaet 1 (Direct) Filipino <.01
Vicente I. Penanueva (Acting 0 Filipino 0
Treasurer)

None of the members of the Company’s directors and management owns 2.0% or more of the
outstanding capital stock of the Company.

Item 12. Certain Relationships and Related Transactions

None of the Advisors, Executive Officers and Management employees are related by affinity or
consanguinity. In the normal course of business, the following transactions have been entered into with related

parties:

Elements of Transactions
Related Party Rt:::?;zs:fip T:ant:;zt:n Balance Sheet Income Statement
2015 2014 2015 2014

IMX Loans &
Broadband, receivables 26,563,678 26,096,645
Inc. Associate Interest Income 467,033 467,033
Gamboa
Holding Inc. Payables 2,130,591 2,130,591
Emerald Loans &
Investments, Receivables 40,848 40,848
Inc. Stockholder Payables 2,902,918 2,902,918

Receivable 31,408,455 23,720,567
NOW Telecom Payables 749,806 621,406
Company, Inc. | Associate Investment 1,289,278,350 | 1,289,278,350

Loans &

Receivables 1,200,000 960,000

Payables 223,458,035 394,167,083
Velarde, Inc. Stockholder Management Fee 240,000 240,000
Softweb Associate Deposit for Future 5,000,000 5,000,000
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Consulting, Inc. Subscription
Loans
&Receivable 2,877,820 8,953,341
Trade Receivables 40,463,924 32,072,742
Payables 6,390,573 1,704,311
Sales 8,391,182 29,686,749
Management Fee 4,800,000
Holy Cow
Animation, Inc. | Associate Loans Receivable 2,367,771 2,367,771
Porteon SEA,
Inc. Associate Loan Receivable 2,160,300 2,160,300
Loans &
Receivables 204,708 202,548
KPSC Associate Payables 19,719,161 26,207,689
Loans &
AlJC Associate Receivables 470,022 472,683
Paradiso
Verde, Inc. Associate Payables 3,963,674 8,913,970
News and
Entertainment
Network Loans &
Corporation Associate Receivables 17,267,544 5,119,596 | 10,000,000
GHT Network,
Inc. Associate Receivables 16,200,180 5,000,000 | 10,000,000
Receivables 720
I-College Associate Payables 3,876,300 2,945,987

The Company is working together with IMX Broadband, Inc. for purposes of research and development
in connection with the plan to expand the Company’s existing information technology platform in order to
introduce related products and services and integrating wireless communication technologies.

In 2005, the Company entered into an agreement to promote and market the telecommunications

services of NOW Telecom Company, Inc., formerly Next Mobile, Inc., (NOW Telecom) to the Company’s clients
for a period of three (3) years until May 2008. In consideration thereof, the Company billed NOW Telecom P5.0
million in 2006. Also, the Company entered into a financial advisory and arrangement agreement in relation to
NOW Telecom’s interest in obtaining additional private equity investments as well as loans and credit
accommodations from local and international banks and financial institutions. The arrangement is effective until
October 2006. A success fee of P850,000 plus the amount equivalent to 3% of the gross amount of investment
and/or loan/credit accommodations obtained will be paid by NOW Telecom. In 2006, the Company billed NOW
Telecom P3.1 million for its services.

In 2007, Emerald Investments, Inc. (Ell) a stockholder of the Company gave non-interest bearing
advances to the Company to fund the working capital requirement of the Company.

In 2008, the Company entered into an agreement with Emerald Investments, Inc. (Ell) for the lease of a
270 square meter condominium unit in Makati. The lease shall be for four (4) years, commencing on January 1,
2008 ending on December 31, 2011. On January 28, 2009, the Company and EIl amended the Sub-Lease
Agreement to the effect that the monthly rental from January 1 to December 31, 2008 be reduced from P400 to P
100 per square meter, for a total monthly rental of P27,000. The parties shall annually review the monthly rental
as prevailing circumstances may necessitate.

On November 17, 2008, Velarde, Inc. (Velarde) appointed the Company as Financial Advisor and
Arranger in relation to Velarde’s interest in selling part or all of its shareholdings in Altimax Broadcasting Co., Inc.
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The engagement is for a limited period of six months only. Income earned from this engagement amounted to P
600,000.

On October 12, 2009, Velarde, Inc., appointed the Company as Financial Advisor and Arranger in
relation to Velarde Inc.’s objective of acquiring equity interest in companies in the telecoms, media, and
information technology (TMT) space. The engagement is for a limited period of nine (9) months only. Income
earned from this engagement amounted to Php3,000,000.00.

PART IV - CORPORATE GOVERNANCE

Item 13. Corporate Governance

Please refer to attached Annual Corporate Governance Report (Annex “C”)

PART V - EXHIBITS AND SCHEDULES
Item 14. Exhibits and Reports on SEC Form 17-C
(a) Exhibits
The audited consolidated financial statements are attached as “Annex A”. The audited financial
statements for the Company are attached as “Annex B”. The Annual Corporate Governance Report as “Annex
C”. The Secretary’s Certificate certifying the authorized signatories for the Statement of Management
Responsibility is attached as Annex “D”.

(b) Reports on SEC Form 17-C

The following were the reports on SEC Form 17-C filed during the year:

DATE PARTICULARS

22 January 2015 Special Stockholders’ Meeting wherein the stockholders approved the following:

1. Increase of the capital stock from Php1.32B to Php2.120B or an increase by Php800M;
2. Conversion of advances made by a shareholder, Velarde, Inc., in the amount of
Php200M;

3. Application for listing with the PSE of the additional Php200M shares to be issued from
the increase in authorized capital; and

4. Waiver by a majority vote representing the outstanding shares held by the minority
shareholders present of the conduct of a rights or public offering of the shares to be
subscribed by Velarde, Inc.

28 April 2015 Regular Meeting of the Board of Directors wherein the members approved the following:

1. Delegation of authority to the Chairman, or in his absence the Vice Chairman, and to
the President to approve the 2014 Audited Financial Statements of the Company as
prepared by its external auditors; and

2. Setting of record date on 13 May 2015 for the Company’s annual stockholders meeting
on 4 June 2015;

04 June 2015 Annual Meeting of the Stockholders; Election of Directors; Approval of the business plan
for 2015 and the minutes of the annual stockholders’ meeting held 22 January 2015;
Approval of the 2014 Annual Report and the 2014 Audited Financial Statements;
Ratification of the acts of the Board and officers since the last annual stockholders’
meeting; Re-appointment of Sycip Gorres Velayo & Co. as external auditor

30 June 2015 Joint Organizational and Regular Meeting of the Company’s Board of Directors wherein the
Board elected its officers.
10 December 2015 Resignation of Atty. Rodrigo Joaquin H. Nepomuceno as member of the Board of Directors

effective 10 December 2015.
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" 18 December 2015
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stock from Php1,320,000,000.00 divided into 1,320,000,000 shares of the par vakm a:d'l
Fhp1.00 sach, to Php2,120,000,000.00 dvided it 2.120,000,000 shares of the par value

of Php1.00 each: .

2 Certificate of Filing of Amended Articles of Incorporation certifying the amendmen: of |
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Uuartery Financial Repors (Farm 17-Q)) were submitted fo the SEC for the quanier ending March, June
and September 2015 on May 12 (SEC Form 17-0 far 1% Quarter), August 13 (SEC Form 17-Q for 2™ Craanier),
and November 13 (SEC Form 17-Q for 3° Quartsr),

SIGHATURES

Fursuant to the requiremants of Section 17 of the Code and Section 141 of the Corporation Code, this report (s
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SyCip Gorres Velayo & Co. Tel: (632) 891 0307 BOA/PRC Reg. No. 0001,
6760 Ayala Avenue Fax: (632) 819 0872 December 14, 2015, valid until December 31, 2018
1226 Makati City ey.com/ph SEC Accreditation No. 0012-FR-4 (Group A),

Brpilaling o bedter Philippines November 10, 2015, valid until November 9, 2018
wrhirs world

INDEPENDENT AUDITORS REPORT

The Stockholders and the Board of Directors
NOW Corporation

We have audited the accompanying consolidated financial statements of NOW Corporation and
Subsidiaries, which comprise the consolidated statements of financial position as at

December 31, 2015 and 2014, and the consolidated statements of income, statements of
comprehensive income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31, 2015 and a summary of significant accounting policies
and other explanatory information.

Management’ s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether dueto fraud or error.

Auditors Responsihility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonabl e assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and discl osures
in the consolidated financial statements. The procedures selected depend on the auditor’ s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’ s preparation and fair presentation of the consolidated financial statementsin
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonabl eness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

A member firm of Ernst & Young Global Limited
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of NOW Corporation and Subsidiaries as at December 31, 2015 and 2014, and their
financial performance and cash flows for each of the three years in the period ended

December 31, 2015 in accordance with Philippine Financial Reporting Standards.

SYCIP GORRES VELAYO & CO.

i
i hoannaF f|.z

Partner

CPA Cetificate No. 0114122

SEC Accreditation No. 1414-A (Group A),
April 8, 2014, valid until April 7, 2017

Tax ldentification No. 219-674-288

BIR Accreditation No. 08-001988-103-2014,
March 10, 2014, valid until March 9, 2017

PTR No. 5321642, January 4, 2016, Makati City

April 29, 2016

A member firm of Ernst & Young Global Limited



NOW CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31
2015 2014
ASSETS
Current Assets
Cash £15,979,672 B2,006,757
Trade and other receivables (Note 4) 81,788,408 51,802,863
Due from related parties (Note 9) 48,386,597 71,922,528
Other current assets (Note 5) 4,178,091 4,072,120
Total Current Assets 150,332,768 129,804,268
Noncurrent Assets
Investments and advances (Note 6) 1,317,871,168 1,317,871,168
Due from related parties (Note 9) 26,563,678 -
Property and equipment (Note 7) 3,250,507 6,452,203
Other noncurrent assets - net of accumul ated amortization of computer
software amounting to £996,466 and B869,562 as of
December 31, 2015 and 2014, respectively 333,964 421,064
Total Noncurrent Assets 1,348,019,317 1,324,744,435
TOTAL ASSETS £1,498,352,085 £1,454,548,703
LIABILITIESAND EQUITY
Current Liabilities
Accounts payable and accrued expenses (Note 8) £132,927,061 B120,396,613
Due to related parties (Note 9) 238,078,380 15,004,596
Loans payable (Note 11) 44,500,000 -
Obligations under finance lease (Note 10) - 675,433
Total Current Liabilities 415,505,441 136,076,642
Noncurrent Liabilities
Loans payable (Note 11) - 44,500,000
Dueto related parties (Note 9) - 396,346,616
Total Noncurrent Liabilities - 440,846,616
Total Liabilities 415,505,441 576,923,258
Equity Attributableto Equity Holder s of the Parent Company
Common stock (Note 12) 1,517,278,350 1,317,278,350
Deficit (430,450,658) (435,687,362)
Cumulative trand ation adjustment 1,149,988 1,164,222
1,087,977,680 882,755,210
Non-contralling I nterest (5,131,036) (5,129,765)
Total Equity 1,082,846,644 877,625,445
TOTAL LIABILITIESAND EQUITY £1,498,352,085 £1,454,548,703

See accompanying Notes to Consolidated Financial Statements.



NOW CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF INCOME

Y ear sEnded December 31

2015 2014 2013
REVENUES
Service fees (Note 9) £67,108,027 ©B47,031,476  B53,320,073
Sales 47,331,371 21,235,363 20,486,141
Others 954,483 5,512,549 5,511,820
115,393,881 73,779,388 79,318,034
COSTSOF SALESAND SERVICES (Note 13) 75,600,352 62,075,681 70,853,193
GROSSINCOME 39,793,529 11,703,707 8,464,841
GENERAL AND ADMINISTRATIVE EXPENSES
(Note 14) 31,211,830 30,642,787 56,628,762
OTHER CHARGES
Interest expenses (Notes 9, 10 and 11) 1,053,844 19,001,068 38,369,677
Others 783,532 413,710 671,158
1,837,376 19,414,778 39,040,835
INCOME (LOSS) BEFORE INCOME TAX 6,744,323  (38,353,858)  (87,204,756)
PROVISION FOR CURRENT INCOME TAX (Note 15) 1,508,890 128,612 29,295
NET INCOME (LOSS) B5,235,433 (B38,482,470) (B87,234,051)

NET INCOME (LOSS) ATTRIBUTABLE TO:
Equity holders of the Parent
Non-controlling interests

£5,236,704

(1,271)

(E38,482,470) (E87,233,678)
- (373)

£5,235,433

(E38,482,470) (E87,234,051)

Basic/Diluted Earnings (L oss) Per Share (Note 16)

£0.0040

(20.0292) (20.0662)

See accompanying Notes to Consolidated Financial Statements.



NOW CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Y ears Ended December 31

2015 2014 2013

NET INCOME (LOSS)

OTHER COMPREHENSIVE INCOME (LOSS)

Itemthat will be reclassified to profit or lossin subsequent
periods:

Cumulative trand ation adjustments

B5,235,433 (B38,482,470) (P87,234,051)

(14,234) 72,365 447,018

TOTAL COMPREHENSIVE LOSS

B5,221,199 (E38,410,105) (B86,787,033)

TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:

Equity holders of the Parent

Non-controlling interests

P5,222,470 (E38,410,105) (E86,786,660)
(1,271) - (373)

B5,221,199 (E38,410,105) (E86,787,033)

See accompanying Notes to Consolidated Financial Statements.



NOW CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGESIN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2015, 2014 AND 2013

Attributable to Equity Holders of the Parent

Cumulative
Trandation Non-controlling
Common Stock Deficit Adjustment Tota Interest Tota
Balances at January 1, 2013 £1,317,278,350 (B309,971,214) B644,839  P1,007,951,975 (B5,129,392) P1,002,822,583
Total comprehensive loss — (87,233,678) 447,018 (86,786,660) (373) (86,787,033)
Balances at December 31, 2013 1,317,278,350 (397,204,892) 1,091,857 921,165,315 (5,129,765) 916,035,550
Total comprehensive loss — (38,482,470) 72,365 (38,410,105) — (38,410,105)
Balances at December 31, 2014 1,317,278,350 (435,687,362) 1,164,222 882,755,210 (5,129,765) 877,625,445
Total comprehensive income - 5,236,704 (14,234) 5,222,470 (1,271) 5,221,199
Issuance of Parent Company’s capita stock
(Note 12) 200,000,000 — — 200,000,000 — 200,000,000

Balances at December 31, 2015 £1,517,278,350 (P430,450,658) £1,149,988  P1,087,977,680 (B5,131,036) £1,082,846,644

See accompanying Notes to Consolidated Financial Statements.



NOW CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Y ears Ended December 31

2015 2014 2013
CASH FLOWSFROM OPERATING ACTIVITIES
Income (loss) before income tax £6,744,323  (B38,353,858) (B87,204,756)
Adjustmentsfor:
Provision for impairment losses on:
Trade and other receivables (Notes 4 and 14) 4,033,832 6,619,366 888,958
Other current assets (Notes 5 and 14) 158,767 547,503 -
Depreciation and amortization (Notes 7 and 14) 3,567,678 4,986,825 6,147,237
Interest and other charges (Notes 9, 10 and 11) 1,053,844 19,001,068 38,369,677
Interest income (711,418) (472,549) (471,820)
Unredlized foreign exchangeloss - - 262,504
Loss on disposal of property and equi pment - — 50,024
Operating income (loss) before working capital changes 214,847,026 (7,671,645) (41,958,176)
Decrease (increase) in:
Trade and other receivables (34,019,377) (13,427,597) (12,350,699)
Other current assets (105,971) 852,523 150,446
Increase (decrease) in accounts payable and accrued
expenses 11,744,986 (3,432,157) 24,360,590
Net cash used in operations (7,533,336) (23,678,876) (29,797,839)
Interest received 7,607 5,516 4,787
Income taxes paid (1,508,890) - (3,842
Interest paid (965,588) (992,688) (1,989,110)
Net cash flows used in operating activities (10,000,207) (24,666,048) (31,786,004)
CASH FLOWSFROM INVESTING ACTIVITIES
Decrease (increase) in:
Due from related parties (2,323,936) (16,643,532) (2,207,708)
Other noncurrent assets (193,403) 152,420 (146,785)
Additions to property and equipment (Note 7) (239,078) (80,876) (528,234)
Net cash flows used in investing activities (2,756,417) (16,571,988) (2,882,727)
CASH FLOWS FROM FINANCING ACTIVITIES
Dueto related parties 26,727,168 33,588,436 38,852,973
Proceeds from |loan availment - - 4,000,000
Cash flows from financing activities 26,727,168 33,588,436 42,852,973
EFFECT OF EXCHANGE RATE CHANGES
ON CASH 2,371 571 4,392
NET INCREASE (DECREASE) IN CASH 13,972,915 (7,649,029) 8,188,634
CASH AT BEGINNING OF YEAR 2,006,757 9,655,786 1,467,152
CASH AT END OF YEAR £15,979,672 B2,006,757 £9,655,786

See accompanying Notes to Consolidated Financial Statements.



NOW CORPORATION AND SUBSIDIARIES

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

Corporate Background

NOW Corporation (formerly Information Capital Technology Ventures, Inc.; the Parent
Company) started as a duly licensed investment house when it was incorporated on June 5, 1996
and registered in the Philippine Securities and Exchange Commission (SEC) as MF Shroder &
Co., Inc. It was originally awholly owned subsidiary of Amalgated Investment Bancorporation
(A1B) and was initially engaged in the purchase and sale of securities.

In 2000, AIB expanded the services of the Parent Company by establishing an information
technology (IT) enabled facility geared towards servicing the private equity needs of small and
medium enterprises by matching them online with direct equity investors. Hence, the Parent
Company’s Article of Incorporation (AOIl) was changed to expand its primary purpose of
engaging in the business of securities brokerage through the use of IT.

In July 2009, the SEC approved the further amendment of the Parent Company’s AOI which
provides for the change in its primary purpose of engaging in the securities brokerage business to
atechnology, media and telecommunication (TMT) business.

In August 2010, the SEC approved the amendment of the Parent Company’s AOI, removing the
pre-emptive rights of shareholders with respect to subscription to any class of the Parent
Company'’s shares of stock.

On December 16, 2010, the Parent Company’s Board of Directors (BOD) approved the
amendment in its AOI to include secondary purpose. Theinclusion of the secondary purpose was
subsequently ratified by the Parent Company’s stockholders on July 2, 2011 and was approved by
the SEC on August 25, 2011. The additional secondary purposes include:

a. Providing professional services and manpower in thefield of TMT;

b. Acting as commission agent, manufacturer’ s representative, or principal for the purpose, sale,
distribution, manufacture, assembly, import or export of any and all classes of materials,
merchandise, supplies and commodities of every kind and nature; and

c. Engaging in the business of general and retail merchants, traders, factors, agents,
manufacturers, processors, dealing in or with any and all classes of materials, merchandise,
supplies and commaodities of every kind and nature.

Change in Corporate Name

The SEC approved the Parent Company’ s application to change its name from MF Shroder & Co.,
Inc. to Cashrounds, Inc. in January 2002 and Information Capital Technology Ventures, Inc. in
September 2006.

Subsequently, on August 16, 2013, the SEC approved the change in the Parent Company’s name
to NOW Corporation.

Certificates and Memorandum of Understanding and Agreements

On March 22, 2005, a Memorandum of Agreement (MOA) was executed by AIB and Gamboa
Holdings, Inc. (GHI), whereby AIB agreed to sell and GHI agreed to purchase 18,171,286 shares
of the Parent Company at an or aggregate purchase price of £74,395,000. The sale of the Parent
Company’s shares becomes effective on August 20, 2005 resulting to a 66.67% ownership interest
of GHI in the Parent Company.
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On March 10, 2006, the National Telecommunication Commission (NTC), through the efforts of
IMX Broadband Inc. (1BI), issued a Certificate of Registration to the Parent Company to allow it
to operate and maintain value added services and voice over internet protocol (VOIP) servicesin
all cities and municipalities nationwide.

The Company has no regular employees as of December 31, 2015 and 2014. Itsadministrative
functions are being handled by personnel of Knowledge Professionals Service Cooperative
(KPSC) (see Note9).

The Parent Company’s registered address is Unit 5-1, 5" Floor OPL Building, 100 Carlos Palanca
St., Legaspi Village, Makati City.

Authorization for Issuance

Inthe April 29, 2016 Regular BOD Meeting, the BOD de egated to the Chairman, or in his
absence the Vice-Chairman, and President the authority to approve the issuance of the
consolidated financial statements of the Parent Company and its subsidiaries (collectively referred
to asthe Group) as of December 31, 2015 and 2014 and for each of the three years in the period
ended December 31, 2015.

The consolidated financial statements of the Group as of December 31, 2015 and 2014 and for
each of the three years in the period ended December 31, 2015 were authorized for issue by the
Chairman and President on April 29, 2016.

Summary of Significant Accounting Policies

Basis of Preparation

The consolidated financial statements of the Group have been prepared under the historical cost
basis, including the available-for-sale (AFS) financial assets that are not quoted in an active
market. The consolidated financial statements are presented in Philippine peso (B), which isthe
Parent Company’ s functional currency. Amounts are rounded to the nearest Philippines peso,
except when otherwise indicated.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS).

Basis of Consolidation

The consolidated financial statements include the financial statements of the Parent Company and
the following subsidiaries as of December 31, 2015 and 2014 and for each of the threeyearsin the
period ended December 31, 2015:

Y ear of Nature of Percentage of Ownership
Incorporation Business 2015 2014 2013
JSpan IT Services, Inc. (JSIT) 2011 Service 100% 100% 100%
Porteon SEA, Inc. (Porteon)™ 2011 Manufacturing 100% 100% 100%
1-Resource Consulting 2011
International, Inc. (IRCII) Service 100% 100% 100%
|-Professiona Search Network, 2012
Inc.(I-Professional) * Service 100% 100% 100%
Softrigger Interactive, Inc. (SI) 2000 Service 67% 67% 67%

* Not yet started commercial operations as of December 31, 2015.
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Except for JSIT, which was incorporated in Japan, all the subsidiaries were incorporated in the
Philippines.

The Group controls an investee if and only if the Group has:

o Power over theinvestee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee)

e Exposure, or rights, to variable returns from its involvement with theinvestee, and

o Theability to useits power over the investeeto affect its returns

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

e Thecontractual arrangement with the other vote holders of the investee
e Rightsarising from other contractual arrangements
e The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three eements of control. Consolidation of a
subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group
loses control of the subsidiary. Assets, liahilities, income and expenses of a subsidiary acquired or
disposed of during the year are included in the statement of comprehensive income from the date
the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the
equity holders of the parent of the Group and to the non-controlling interests, even if thisresultsin
the non-contralling interests having a deficit balance. When necessary, adjustments are made to
the financial statements of subsidiaries to bring their accounting policies into line with the Group’s
accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are diminated in full on consolidation.

A change in the ownership interest of a subsidiary, without aloss of control, is accounted for as an
equity transaction. If the Group loses control over a subsidiary, it derecognizes the related assets
(including goodwill), liabilities, non-controlling interest and other components while any resultant
gain or lossis recognized in profit or loss. Any investment retained is recognized at fair value.

Non-controlling interest represent the portion of profit or loss and net assets in the subsidiaries not
held by the Group and are presented separatdy in the profit or loss and within equity in the
consolidated financial position, separatdy, from the equity attributable to equity holders of the
parent of the Group. Transactions with non-controlling interests are accounted for as equity
holders transactions. Any excess or deficit of consideration paid over the carrying amount of
non-controlling interest acquired is recognized in equity of the Group.
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Changes in Accounting Policies and Disclosures

The Group applied for thefirst time certain standards and amendments, which are effective for
annual periods beginning on or after January 1, 2015. The nature and the impact of each new
standard and amendment are described below:

Amendments to Philippine Accounting Standards (PAS) 19, Defined Benefit Plans: Employee
Contributions
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting for defined benefit plans. Where the contributions are linked to service, they should be
attributed to periods of service as a negative benefit. These amendments clarify that, if the amount
of the contributions is independent of the number of years of service, an entity is permitted to
recognize such contributions as a reduction in the service cost in the period in which the serviceis
rendered, instead of allocating the contributions to the periods of service. This amendment is
effective for annual periods beginning on or after July 1, 2014. This amendment is not relevant to
the Group since the Group does not have defined benefit plans with contributions from employees
or third parties.

Annual Improvements to PFRSs 2010-2012 Cycle
These improvements are effective from July 1, 2014. Unless otherwise stated, these amendments
have no impact on the consolidated financial statements. They include:

o PFRS 2, Share-based Payment - Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating to the

definitions of performance and service conditions which are vesting conditions, including:

o A performance condition must contain a service condition;

o A performance target must be met while the counterparty is rendering service;

o A performance target may relate to the operations or activities of an entity, or to
those of another entity in the same group;

o A performance condition may be a market or non-market condition; and

o If the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition is not satisfied.

e PFRS 3, Business Comhinations - Accounting for Contingent Consideration in a Business
Combination
The amendment is applied prospectively for business combinations for which the acquisition
dateison or after July 1, 2014. It clarifies that a contingent consideration that is not classified
as equity is subsequently measured at fair value through profit or loss whether or not it falls
within the scope of PAS 39, Financial Instruments: Recognition and Measurement
(or PFRS 9, Finanancial Ingruments, if early adopted).

o PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’ s Assets

The amendments are applied retrospectively and clarify that:

o Anentity must disclose the judgments made by management in applying the aggregation
criteriain the standard, including a brief description of operating segments that have been
aggregated and the economic characteristics (i.e., sales and gross margins) used to assess
whether the segments are‘similar’.

e Thereconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities.
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This improvement has no impact on the Group since the reconciliation of segment assets to
total assets have been consistently disclosed in prior years asthisis reported to the BOD, the
Group's chief operating decision maker.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Reval uation Method
- Proportionate Restatement of Accumulated Depreciation and Amortization
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset
may be revalued by reference to the observable data on either the gross or the net carrying
amount. In addition, the accumulated depreciation or amortization is the difference between
the gross and carrying amounts of the asset. The adoption of this amendment did not have any
impact in the consolidated financial statements as the Group’s property and equipment and
intangible assets are not carried at revalued amounts.

PAS 24, Related Party Disclosures - Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, isarelated party subject to the
related party disclosures. In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 Cycle)
These improvements are effective from July 1, 2014. Unless otherwise stated, these amendments
have no impact on the consolidated financial statements. They include:

PFRS 3, Business Comhbinations - Scope Exceptions for Joint Arrangements

The amendment is applied prospectively and clarifies the following regarding the scope

exceptions within PFRS 3:

e Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.

e This scope exception applies only to the accounting in the financial statements of thejoint
arrangement itself.

PFRS 13, Fair Value Measurement - Portfolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only to financial assets and financial liabilities, but also to other contracts
within the scope of PAS 39.

PAS 40, Investment Property

The description of ancillary services in PAS 40 differentiates between the investment property
and owner-occupied property (i.e., property, plant and equipment). The amendment is applied
prospectively and clarifies that PFRS 3, and not the description of ancillary servicesin PAS
40, is used to determine if the transaction is the purchase of an asset or business combination.
The description of ancillary servicesin PAS 40 only differentiates between investment
property and owner-occupied property (i.e., property, plant and equipment).

Current versus Noncurrent Classification

The Group presents assets and liabilities in the consolidated statement of financial position based
on current or noncurrent classification. An asset is classified as current when it is:

Expected to be realized or intended to be sold or consumed in normal operating cycle

Held primarily for the purpose of trading

Expected to be realized within twelve months after the reporting period or

Cash and cash equivalent unless restricted from being exchanged or used to settle a liability
for at least twelve months after the reporting period



All other assets are classified as noncurrent.

A liability is classified as current when:

It is expected to be settled in normal operating cycle

It isheld primarily for the purpose of trading

It is due to be settled within twel ve months after the reporting period or

Thereis no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period.

The Group classifies all other liabilities as noncurrent.

Financial Instruments

Financial instruments are recognized in the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of theinstrument. The Group determines the
classification of its financial assets oninitial recognition and, where allowed and appropriate, re-
evaluates this designation at each reporting date.

All regular way purchases and sales of financial assets are recognized on the settlement date.
Regular way purchases or sales are purchases or sales of financial assets that require ddivery of
assets within the period generally established by regulation or convention in the market place.
Financial instruments are recognized initially at fair value of the consideration given (in the case
of an asset) or received (in the case of aliability). Except for financial assets at fair value through
profit or loss (FVPL), theinitial measurement of financial assets includes transaction costs.

Financial assets under PAS 39, are classified as ether financial assets at FVPL, loans and
receivables, held-to-maturity (HTM) investments or AFS financial assets. The Group’s financial
assets are of the nature of loans and receivables and AFS financial assets. As of December 31,
2015 and 2014, the Group has no outstanding financial assets at FVPL and HTM investments.

Under PAS 39, financial liabilities are classified as FVPL or other financial liabilities. The
Group'sfinancial liabilities are of the nature of other financial liabilities. As of December 31,
2015 and 2014, the Group has no outstanding financial liabilities at FVPL.

Loans and Receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted
in an active market. These are not entered into with the intention of immediate or short-term
resale and are not classified as financial assets held for trading, designated as AFS financial assets
or designated at FVPL. This accounting policy relates to “ Cash”, “Trade and other receivables’
and “Due from related parties’ accounts in the consolidated statement of financial position.

L oans and receivables are recognized initially at fair value, which normally pertains to the billable
amount. After initial measurement, loans and receivables are subsequently measured at amortized
cost using the effective interest method, less allowance for impairment losses. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that are an
integral part of the effective interest rate. The amortization, if any, isincluded in the “Interest
income” account in the consolidated statement of comprehensiveincome. The losses arising from
impairment of loans and receivables are recognized in the profit or loss.



AFSFinancial Assets

AFS financial assets are those investments which are designated as such or do not qualify to be
classified as designated as FVPL, HTM investments or loans and receivables. They are purchased
and held indefinitely and may be sold in response to liquidity requirements or changes in market
conditions.

After initial measurement, AFS financial assets are subsequently measured at fair value. The
unrealized gains and losses arising from the fair valuation of AFS financial assets are excluded,
net of tax, from reported earnings and are reported as a separate account (net of tax where
applicable) in the equity section of the consolidated statement of financial position.

Equity investments classified as AFS financial assets that do not have quoted market price in an
active market and whose fair value cannot be reliably measured are carried at cost.

When the investment is disposed of, the cumulative gains or losses previously recognized in
equity isrecognized in the profit or loss. Dividends earned on holding AFS financial assets are
recognized when theright of payment has been established. Thelosses arising from impairment
of such investments are recognized as provision for impairment losses in the profit and loss.

This accounting policy relates to the Group’ s investment in Now Telecom.

Other Financial Liabilities

Issued financial instruments or their components, which are not designated at FVPL, are classified
as other financial liabilities, where the substance of the contractual arrangement resultsin the
Group having an obligation either to ddliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for afixed number of own equity shares. The components of issued financial instruments
that contain both liability and equity e ements are accounted for separately, with the equity
component being assigned the residual amount after deducting from the instrument as a whole, the
amount separately determined as the fair value of the liability component on the date of issue.

After initial measurement, other financial liabilities are subsequently measured at amortized cost
using the effective interest method. Amortized cost is calculated by taking into account any
discount or premium on the issue and fees that are an integral part of the effective interest rate.
This accounting policy applies primarily to the Group’s * Accounts payable and accrued
expenses’, “Dueto rdated parties”, “Loans payable” and other obligations that meet the above
definition (other than liabilities covered by accounting standards, such as incometax payable).

Fair Value Measurement

Fair valueis the price that would be received to sell an asset or paid to transfer aliability inan
orderly transaction between market participants at the measurement date. Thefair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liahility takes place either:

o Intheprincipal market for the asset or liability, or
¢ |Intheabsence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Group.
Thefair value of an asset or aliability is measured using the assumptions that market participants

would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.
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The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

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

e Levd 1- Quoted (unadjusted) market prices in active markets for identical assets or liabilities

o Levd 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

o Levd 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on arecurring
basis, the Group determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as awhole) at the end of each reporting period.

For the purpose of fair value disclasures, the Group has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair
value hierarchy as explained above.

Impairment of Financial Assets

Carried at Amortized Cost

The Group assesses at each reporting date whether there is objective evidence that afinancial or
group of financial assetsisimpaired.

If thereis objective evidence that an impairment loss on financial assets carried at amortized cost
(eg., receivables) has been incurred, the amount of the loss is measured as the difference between
the assets carrying amount and the present value of estimated future cash flows discounted at the
asset’ s original effectiveinterest rate. Time valueis generally not considered when the effect of
discounting is not material. The carrying amount of the asset shall be reduced either directly or
through the use of an allowance account. The amount of the loss shall be recognized in profit or
loss.

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that areindividually significant, and individually or collectively for financia
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, the asset
isincluded in agroup of financial assets with similar credit risk characteristics and that group of
financial assetsis collectively assessed for impairment.

Those characteristics are relevant to the estimation of future cash flows for group of such assets by
being indicative of the debtors’ ability to pay all amounts due according to the contractual terms of
the assets being evaluated. Assetsthat areindividually assessed for impairment and for which an
impairment lossis, or continues to be, recognized are not included in a collective assessment of
impairment.
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If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment lossis reversed. Any subsequent reversal of an impairment lossis
recognized in the profit or loss, to the extent that the carrying value of the asset does not exceed its
amortized cost at the reversal date.

AFSFinancial Assets Carried at Cost

If thereis objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value cannot be reliably measured, the amount of the loss is measured as the
difference between the asset’ s carrying amount and the present value of estimated future cash
flows discounted at the current market rate of return for asimilar financial asset.

Derecognition of Financial Assets and Liabilities

Financial Assets

A financial asset (or, where applicable, a part of afinancial asset or part of a Group of similar
financial assets) is derecognized where:

o therightsto receive cash flows from the asset have expired;

o the Group retains the right to receive cash flows from the asset, but has assumed an obligation
to pay them in full without material delay to athird party under a‘pass-through’ arrangement;
or

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

Where the Group has transferred its rights to receive cash flows from an asset or has entered into a
‘pass-through’ arrangement and has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of the
Group’s continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay.

Where continuing invol vement takes the form of a written and/or purchased option (including a
cash-settled option or similar provision) on the transferred asset, the extent of the Group’s
continuing involvement is the amount of the transferred assat that the Group may repurchase,
except that in the case of awritten put option (including a cash-settled option or similar provision)
on an asset measured at fair value, the extent of the Group’s continuing involvement is limited to
the lower of the fair value of the transferred asset and the option exercise price.

On derecognition of a financial asset in its entirety, the difference between the carrying amount
and the sum of (a) the consideration received (including any new asset obtained less any new
liahility assumed) and (b) any cumulative gain or loss that has been recognized directly in equity
is recognized in the profit or loss.

Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amountsis
recognized in profit or loss.
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Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position if, and only if, thereis a currently enforceable legal
right to offset the recognized amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. The Group assesses that it has a currently
enforceableright of offset if the right is not contingent on a future event, and is legally enforceable
in the normal course of business, event of default, and event of insolvency or bankruptcy of the
Group and al of the counterparties.

Investment in Associate

An associate is an entity over which the Group has significant influence. Significant influenceis
the power to participate in the financial and operating policy decisions of the investee, but is not
control or joint control over those palicies. The considerations made in determining significant
influence are similar to those necessary to determine control over subsidiaries.

The Group’s investment in its associate is accounted for using the equity method.

Under the equity method, the investment in an associateis initially recognized at cost. The
carrying amount of the investment is adjusted to recognize changes in the Group’s share of net
assets of the associate since the acquisition date. Goodwill relating to the associate or is included
in the carrying amount of the investment and is neither amortized nor individually tested for
impairment.

The aggregate of the Group's share of profit or loss of an associate is shown on the face of the
consolidated statement of comprehensive income outside operating profit and represents profit or
loss after tax. When our share of |osses exceeds our interest in an equity-accounted investee, the
carrying amount of the investment, including any long-term interests that form part thereof, is
reduced to zero, and the recognition of further losses is discontinued except to the extent that we
have an obligation or have made payments on behalf of the investee. The consolidated financial
statements of the associate are prepared for the same reporting period as the Group. When
necessary, adjustments are made to bring the accounting policiesin line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognize
an impairment loss on its investment in its associate. At each reporting date, the Group
determines whether thereis objective evidence that the investment in the associate is impaired. If
thereis such evidence, the Group calculates the amount of impairment as the difference between
the recoverable amount of the associate and its carrying value, then recognizes the loss as “ Equity
in net earnings of an associate’ in profit or loss.

Upon loss of significant influence over the associate, the Group measures and recognizes any
retained investment at its fair value. Any difference between the carrying amount of the associate
upon loss of significant influence or joint control and the fair value of the retained investment and
proceeds from disposal is recognized in profit or loss.

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Theinitial cost of property and equipment consists of purchase price,
including import duties, nonrefundable purchase taxes and any directly attributable costs of
bringing the asset to its working condition and location for itsintended use. Such cost includes
the cost of replacing part of such property and equipment if the recognition criteria are met.
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Depreciation is computed on a straight-line basis over the estimated useful lives of the property
and equipment as follows:

Years
Transportation equipment 5
Office equipment 2
Furniture and fixtures 2

Leasehold improvements are depreciated over their useful lives of five years or theterm of the
|lease, whichever is shorter.

Theresidual values, useful lives and depreciation method are reviewed periodically to ensure that
the periods and method of depreciation are consistent with the expected pattern of economic
benefits from items of property and equipment.

Fully depreciated assets are maintai ned in the accounts until these are no longer inuse. When
assets areretired or otherwise disposed of, the cost, related accumulated depreciation and any

allowance for impairment losses are removed from the accounts and any resulting gain or loss
(calculated as the difference between the net disposal proceeds and the carrying amount of the
item) is credited to or charged against current operations.

Computer Software

Computer softwareisinitially recognized at cost. Following initia recognition, the computer
software is carried at cost less accumulated amortization and any accumulated impairment in
value.

The computer software is amortized on a straight-line basis over its estimated useful economic life
of three years and assessed for impairment whenever thereis an indication that the intangibl e asset
may beimpaired. The amortization commences when the computer softwareis available for use.
The amortization period and the amortization method for the computer software are reviewed at
each financial year end. Changesin the estimated useful lifeis accounted for by changing the
amortization period or method, as appropriate, and treated a changesin accounting estimates.

The amortization expense is recognized in “ Depreciation and amortization” account in profit or
loss.

Impairment of Nonfinancial Assets

Property and Equipment and Other Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that its property and
equipment and other nonfinancial assets may be impaired when events or changesin
circumstances indicate that the carrying values may not be recoverable. If any such indication
exists or when annual impairment testing for an asset is required, the Group makes an estimate of
the asset’ s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-
generating unit’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largdy independent of
those from other assets. Where the carrying values exceed the estimated recoverable amount, the
assets or cash-generating units are written down to their estimated recoverable amount. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset. Impairment losses of continuing operations are recognized in the
consolidated statement of comprehensive income in those expense categories consistent with the
function of the impaired nonfinancial asset.
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An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognized impairment lossis reversed
only if there has been a change in the estimates used to determine the asset’ s recoverable amount
since the last impairment |oss was recognized. If that is the case, the carrying amount of the asset
isincreased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment |oss been recognized for
theasset in prior years. Such reversal is recognized in the profit or loss.

Investment in Associate

The Group determines whether it is necessary to recognize any additional impairment loss with
respect to the Group’s net investment in associate. The Group determines at each financial
reporting date whether there is any objective evidence that these investments areimpaired. If this
is the case, the Group calculates the amount of impairment as beng the difference between the fair
value of the subsidiary and associate and its respective acquisition costs and recognizes the
impairment in the profit or loss.

Common Stock

The Group has issued capital stocksthat are classified as equity. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as a deduction from
proceeds. The excess of proceeds from issuance of share over the par value are credited to share
premium.

Deficit

Theamount included in deficit includes profits and losses attributable to the Group’s
stockholders and reduced by dividends. Dividends are recognized as a liability and deducted
from equity when they are approved by the Group’s stockholders. Dividends for the year that
are approved after the reporting date are dealt with as an event after the reporting date. Deficit
may also include effect of changes in accounting policy as may be required by the standard’s
transitional provisions.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the amount of revenue can be reliably measured, regardless of when the payment is
being made. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment and excluding taxes or duty. The
Group assesses its revenue arrangements against specific criteriain order to determineif it is
acting as principal or agent.

Thefollowing specific recognition criteria must also be met before revenue is recognized:

Sale of Goods

Sale of goods is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyers and the amount of revenue can be measured reliably. Net sales is measured at
the fair value of the consideration received, excluding sales taxes, discounts, returns and rebates, if
any.

Service, Marketing, Management and Consultancy Fees
Fees are recognized when the related services have been rendered.

Interest
Interest income is recognized as interest accrues using the effective interest method.
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Cost and Expenses

Cost and expenses are decreases in economic benefits during the accounting period in the form of
outflows or decrease of assets or incurrence of liabilities that result in decreases in equity, other
than those relating to distributions to equity participants. Cost and expenses are recognized when
the services are used or the expenses are incurred.

Cost of Sales
Cost of salesis recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer upon ddivery.

Cost of Services
Cost of services aredirect costs incurred in relation to servicerevenues. This mainly consists of
outside services and advertising and promotions.

General and Administrative Expenses

General and administrative expenses consist of expenses incurred in the direction and general
administration of day-to-day operation of the Group and are generally recognized when the
services are used or the expenses arise.

Income Taxes

Current Income Tax

Current income tax liabilities for the current and prior periods are measured at the amount
expected to be paid to the tax authority. Thetax rates and tax laws used to compute the amount
are those that have been enacted or substantively enacted at the reporting date.

Deferred Income Tax

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

Deferred income tax liabilities are recognized for all taxable temporary differences. Deferred
income tax assets are recognized for all deductible temporary differences and carry forward
benefits of unused tax credits in the form of net operating loss carryover (NOLCO) and minimum
corporate income tax (MCIT) to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be availableto allow all
or part of the deferred income tax assets to be utilized. Unrecognized deferred income tax assets
are reassessed at reporting date and are recognized to the extent that it has become probabl e that
future taxable profit will allow the deferred income tax assets to berecovered. Deferred income
tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realized or theliability is settled based on tax rates (and tax laws) that have been
enacted or substantively enacted as of the reporting date.

Deferred income tax assets and deferred income tax liabilities are offset, if alegally enforceable right

existsto offset current income tax assets against current income tax liabilities and the deferred
income taxes relate to the same taxabl e entity and the same taxation authority.
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Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at inception date and involves as assessment of whether the fulfilment of the
arrangement is dependent on the use of a specific asset or assets or the arrangement conveys aright
to usethe asset.

Operating Leases

Operating leases represent those leases under which substantially all the risks and rewards of
ownership of the leased assets remain with the lessor. Lease payments under an operating lease are
recognized as an expense on sraight-line bases over the terms of the lease.

Finance Lease Commitments - Group as Lessee

Finance leases which transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the commencement of the lease at the fair value of
the leased property or, if lower, a the present value of the minimum lease payments. Lease
payments are apportioned between finance charges and reduction of the lease liability so asto
achieve a constant rate of interest on the remaining balance of the liability. Finance chargesare
recognised as finance costs in the consolidated statement of comprehensive income.

A leased asset is depreciated over the useful life of the asset. However, if thereis no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the asset and the lease term.

Foreign Currency Tranglations

Transactions in foreign currencies are recorded using the exchange rate prevailing at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies are restated
using the rate of exchange prevailing at the reporting date. Foreign exchange differences between
rate at transaction date and rate at settlement date or financial statement date are credited to or
charged against current operations.

The Group determines the functiona currency for each entity within the Group and items included
in the financial statements of each entity are measured using that functional currency. For
subsidiary whose functional currency is different from the presentation currency, the Group
translates the results of their operations and financial position into the presentation currency. Asat
the financial reporting date, the assets and liabilities presented (including comparatives) are
translated into the presentation currency at the closing rate of exchange prevailing at the financial
reporting date while the capital stock and other equity balances are translated at historical rates of
exchange. Theincome and expenses for the profit or loss presented (including comparatives) are
translated at the exchange rates at the dates of the transactions, where determinable, or at the
weighted average rate of exchange during the reporting period. The exchange differences arising
on the tranglation to the presentation currency are recognized as a separate component of equity
under the “ Cumulative translation adjustment” account in the consolidated statement of financial
position.

Provisions

Provisions, if any, are recognized when the Group has a present obligation (legal or constructive)
asaresult of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of the
obligation. If the effect of the time value of money is material, provisions are made by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liahility.
Where discounting is used, theincrease in the provision due to the passage of time is recognized
asan interest expense.
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Where the Group expects some or all of a provision to be reimbursed, the reimbursement is
recognized as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in profit or loss, net of any reimbursement.

Contingencies
Contingent liahilities are not recognized in the consolidated financial statements. Theseare

disclosed unless the possihility of an outflow of resources embodying economic benefitsis
remote. Contingent assets are not recognized in the consolidated financial statements but
disclosed in the notes to consolidated financial statements when an inflow of economic benefit is
probable.

Earnings Per Share (EPS)

Basic EPS is computed by dividing net income for the year attributable to common stockholders by
the weighted average number of common shares issued and outstanding during the year adjusted for
any subsequent stock dividends declared. Diluted EPS is computed by dividing net income for the
year by the weighted average number of common shares issued and outstanding during the year after
giving effect to assumed conversion of potential common shares.

Segment Reporting
For management purposes, the Group’s operating segments are organized and managed separately
according to the nature of the services offered.

The Group's identified operating segments, which are consistent with the segments reported to the
BOD, which isthe Group’s chief operating decision maker. Financial information on the
operating segments are presented in Note 18.

Events After the Financial Reporting Date

Events after the financial reporting date that provide additional information about the Group’'s
financial position at the financial reporting date (adjusting events) are reflected in the consolidated
financial statements. Events after the financial reporting date that are not adjusting events are
disclosed in the notes to the consolidated financial statements.

Future Changes in Accounting Policies

The Group will adopt the following standards and interpretations and assess their impact when
these become effective. Except as otherwise indicated, the Group does not expect the adoption of
these standards and interpretations to have significant impact on its financial statements.

Deferred

o Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The interpretation
requires that revenue on construction of real estate be recognized only upon completion,
except when such contract qualifies as construction contract to be accounted for under
PAS 11, Construction Contracts, or involves rendering of servicesin which case revenue is
recognized based on stage of completion. Contracts involving provision of services with the
construction materials and where the risks and reward of ownership aretransferred to the
buyer on a continuous basis will also be accounted for based on stage of completion. The
Philippine SEC and the Financial Reporting Standard Council (FRSC) have deferred the
effectivity of this interpretation until the final Revenue standard is issued by the International
Accounting Standards Board (I ASB) and an evaluation of the requirements of the final
Revenue standard against the practices of the Philippinereal estate industry is completed.



-16 -

Adoption of theinterpretation when it becomes effective will not be applicable to the Group as
it is not under thereal estate industry.

Effective January 1, 2016

PFRS 10, Consolidated Financial Satements, and PAS 28, Investments in Associates and
Joint Ventures - Investment Entities: Applying the Consolidation Exception
(Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated

financial statements appliesto a parent entity that is a subsidiary of an investment entity that

measures all of its subsidiaries at fair value and that only a subsidiary of an investment entity
that is not an investment entity itself and that provides support services to the investment
entity parent is consolidated. The amendments also allow an investor (that is not an
investment entity and has an investment entity associate or joint venture), when applying the
equity method, to retain the fair value measurement applied by the investment entity associate
or joint ventureto its interestsin subsidiaries. These amendments are effective for annual
periods beginning on or after January 1, 2016. These amendments are not applicable to the

Group since none of the entities within the Group is an investment entity nor does the Group

have investment entity associates or joint venture.

PAS 27, Separate Financial Satements - Equity Method in Separate Financial Satements
(Amendments)
The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities
already applying PFRS and decting to change to the equity method in its separate financial
statements will haveto apply that change retrospectively. For first-time adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments will not have any impact on the consolidated financial statements.

PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interestsin Joint Operations
(Amendments)
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in ajoint operation, in which the activity of the joint operation constitutes a business
must apply the relevant PFRS 3 principlesfor business combinations accounting. The
amendments also clarify that a previously held interest in ajoint operation is not remeasured
on the acquisition of an additional interest in the same joint operation whilejoint control is
retained. In addition, a scope exclusion has been added to PFRS 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting entity,
are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of theinitial interest in a joint operation and the
acquisition of any additional interestsin the same joint operation and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group.
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PAS 1, Presentation of Financial Statements - Disclosure Initiative (Amendments)

The amendments are intended to assist entities in applying judgment when meeting the

presentation and disclosure requirements in PFRS. They clarify the following:

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

e That specific lineitemsin profit or loss and OCI and the statement of financial position
may be disaggregated

e That entities have flexibility as to the order in which they present the notes to financial
statements

e That the share of OCI of associates and joint ventures accounted for using the equity
method must be presented in aggregate as asingle line item, and classified between those
items that will or will not be subsequently reclassified to profit or loss.

Early application is permitted and entities do not need to disclose that fact as the amendments
are considered to be clarifications that do not affect an entity’s accounting policies or
accounting estimates. The Group is currently assessing the impact of these amendments on its
consolidated financial statements.

PFRS 14, Regulatory Deferral Accounts

PFRS 14 isan optional standard that allows an entity, whose activities are subject to
rate-regulation, to continue applying most of its existing accounting policiesfor regulatory
deferral account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14
must present the regulatory deferral accounts as separate line items on the statement of
financial position and present movements in these account balances as separate lineitems in
profit or loss and OCI. The standard requires disclosures on the nature of, and risks associated
with, the entity’ s rate-regulation and the effects of that rate-regulation onits financial
statements. PFRS 14 is effective for annual periods beginning on or after

January 1, 2016. Sincethe Group is an existing PFRS preparer, this standard would not apply.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants
(Amendments)
The amendments change the accounting requirements for biological assets that meet the
definition of bearer plants. Under the amendments, biological assets that meet the definition of
bearer plants will no longer be within the scope of PAS 41. Instead, PAS 16 will apply. After
initial recognition, bearer plants will be measured under PAS 16 at accumulated cost (before
maturity) and using ether the cost model or revaluation model (after maturity). The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less coststo sdl. For government grants related to bearer
plants, PAS 20, Accounting for Government Grants and Disclosure of Government Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
after January 1, 2016, with early adoption permitted. These amendments are not expected to
have any impact to the Group as the Group does not have any bearer plants.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)

The amendments clarify the principlein PAS 16 and PAS 38 that revenue reflects a pattern of

economic benefits that are generated from operating a business (of which the asset is part)

rather than the economic benefits that are consumed through use of the asset. Asaresult, a

revenue-based method cannot be used to depreciate property, plant and equipment and may

only be used in very limited circumstances to amortize intangible assets. The amendments are
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effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Group
given that the Group has not used a revenue-based method to depreciate its noncurrent assets.

Annual Improvements to PFRSs (2012-2014 cycle)

The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after January 1, 2016 and are not expected to have a material impact on the Group. They
include:

e PFRS5, Noncurrent Assets Held for Sale and Discontinued Operations - Changesin Methods
of Disposal
The amendment is applied prospectively and clarifies that changing from a disposal through
saleto adisposal through distribution to owners and vice-versa should not be considered to be
anew plan of disposal, rather it is a continuation of the original plan. Thereis, therefore, no
interruption of the application of the requirementsin PFRS 5. The amendment also clarifies
that changing the disposal method does not change the date of classification.

e PFRS7, Financial Instruments: Disclosures - Servicing Contracts
PFRS 7 requires an entity to provide disclosures for any continuing involvement in a
transferred asset that is derecognized inits entirety. The amendment clarifies that a servicing
contract that includes a fee can constitute continuing involvement in a financial asset. An
entity must assess the nature of the fee and arrangement against the guidancein PFRS 7 in
order to assess whether the disclosures arerequired. The amendment isto be applied such that
the assessment of which servicing contracts constitute continuing involvement will need to be
doneretrospectively. However, comparative disclosures are not required to be provided for
any period beginning before the annual period in which the entity first applies the
amendments.

o PFRS7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial
Satements
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial
report unless they provide a significant update to the information reported in the most recent
annual report.

o PAS 19, Employee Benefits - Regional Market 1ssue Regarding Discount Rate

This amendment is applied prospectively and clarifies that market depth of high quality corporate
bonds is assessed based on the currency in which the obligation is denominated, rather than the
country where the obligation is located. When there is no deep market for high quality corporate
bonds in that currency, government bond rates must be used.

o PAS 34, Interim Financial Reporting - Disclosure of information ‘ el sewherein the interim
financial report’
The amendment is applied retrospectively and clarifies that the required interim disclosures
must either bein theinterim financial statements or incorporated by cross-reference between
the interim financial statements and wherever they are included within the greater interim
financial report (i.e., in the management commentary or risk report).
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Effective January 1, 2018

PFRS 9, Financial Instruments

The new standard (renamed as PFRS 9) reflects all phases of the financial instruments project
and replaces PAS 39, Financial Instruments: Recognition and Measurement, and all previous
versions of PFRS 9. The standard introduces new requirements for classification and
measurement, impairment and hedge accounting. PFRS 9 is effective for annual periods
beginning on or after January 1, 2018, with early application permitted. Retrospective
application is required, but providing comparative information is not compulsory. For hedge
accounting, the requirements are generally applied prospectively, with some limited
exceptions. Early application of previous versions of PFRS 9 (2009, 2010 and 2013) is
permitted if the date of initial application is before February 1, 2015. The Group did not early
adopt PFRS 9.

The adoption of PFRS 9 will have an effect on the classification and measurement of the
Group’'sfinancial assets but will have no impact on the classification and measurement of the
Group’sfinancial liabilities. The Group is currently assessing the impact of adopting this
standard.

In addition, the IASB has issued the following new standards that have not yet been adopted
locally by the SEC and the FRSC.

International Financial Reporting Standard (IFRS) 15, Revenue from Contracts with
Customers

IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to

revenue arising from contracts with customers. Under IFRS 15, revenueis recognised at an

amount that reflects the consideration to which an entity expects to be entitled in exchange for

transferring goods or servicesto a customer. The principlesin IFRS 15 provide a more

structured approach to measuring and recognizing revenue.

The new revenue standard is applicable to al entities and will supersedeall current revenue
recognition requirements under IFRS. Either afull or modified retrospective application is
required for annual periods beginning on or after January 1, 2018 with early adoption
permitted. The Group is currently assessing the impact of IFRS 15 and plans to adopt the new
standard on the required effective date once adopted locally.

IFRS 16, Leases

On January 13, 2016, the |ASB issued its new standard, IFRS 16 which replaces International
Accounting Standards (IAS) 17, the current leases standard, and the related interpretations.
Under the new standard, lessees will no longer classify their |eases as either operating or
finance leases in accordance with IAS 17. Rather, lessees will apply the single-asset model.
Under this model, lessees will recognize the assets and related liabilities for most leases on
their statement of position, and subsequently, will depreciate the lease assets and recognize
interest on the lease liabilities in their profit or loss. Leases with aterm of 12 months or less
or for which the underlying asset is of low value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under IAS 17. Lessors, however, will be required to disclose
moreinformation in their financial statements, particularly on the risk exposure to residua
value.
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The new standard is effective for annual periods beginning on or after January 1, 2019.
Entities may early adopt IFRS 16 but only if they have also adopted IFRS 15. When adopting
IFRS 16, an entity is permitted to use either a full retrospective or a modified retrospective
approach, with options to use certain transition reliefs. The Group is currently assessing the
impact of IFRS 16 and plans to adopt the new standard on the required effective date once
adopted locally.

3. Significant Accounting Judgments and Estimates

The Group's consolidated financial statements prepared in accordance with PFRS require
management to make judgments and estimates that affect amounts reported in the consolidated
financial statements and related notes. The judgments and estimates used in the financial
statements are based upon management’s evaluation of relevant facts and circumstances as of the
date of the Group’s consolidated financial statements. Actual results could differ from such
estimates.

Judgments
In the process of applying the Group’s accounting policies, management has made judgments,

apart from those involving estimation, which have the most significant effect on the amounts
recognized in the consolidated financial statements.

Determining Non-controlling Interest (NCI) that is Material to the Group

The Group assesses whether an NCI is material by considering factors such as the carrying amount
of the NCI relative to the net equity of the Group, the profit or loss or OCI of the subsidiary
attributable to the NCI, the assets and liabilities of the related subsidiary, or the amount of
dividends paid by the subsidiary to the NCI, and the proportion that these amounts bear to the
Group’s financial position or results of operations. The Group also considers the nature of the
activities of the subsidiary and its relative importance or risk compared to other operations of the
Group. Based on management’s assessment, it has determined that the NCI in Softrigger is not
material to the Group.

Determining Sgnificant Influence over an Associate

The Group considers its 50% equity interest in Softweb as investment in an associate. Critical
judgment was exercised to assess the facts and circumstances indicating the e ements of control or
level of influence of the Group over Softweb. The Group has determined that it has significant
influence, but no control, over the financial and operating policy decisions over Softweb dueto the
following:

¢ Representation on the BOD;

e Participation on policy-making processes, including participation in decisions about dividends
and other distribution;

e Material transactions between the investor and investee; and

e Interchange of managerial personnel.

Further, the Group concluded that it has no significant influence in the operating and financial

policy decision of Now Teecom for its 19% ownership. Thus, the investment in Now Telecom is
not considered an associate.
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Operating Lease - Group as Lessee

The Group has entered into a commercial property lease on its office. The Group has determined
that it does not retain all the significant risks and rewards of ownership of the properties which are
leased under operating | ease arrangements.

Finance Lease Commitments - Group as Lessee

The Group has entered into leases of transportation equipment. The Group has determined that
these | eases are finance leases since the significant risks and rewards of ownership related to these
properties are transferred to the Group from the date of the |ease agreement.

Estimates

The key assumptions concerning the future and other key sources of estimation uncertainty at the
statement of financial position date that have a significant risk causing material adjustments to the
carrying amounts of the assets and liabilities within the next financial years are discussed below:

Estimating Allowance for Impairment of Trade and Other Receivables and Due from Related
Parties

The Group assesses at each reporting date whether there is any objective evidence that afinancia

asset isimpaired. To determine whether there is objective evidence of impairment, the Group

considers factors such as the probability of insolvency or significant financial difficulties of the

debtor and default or significant delay in payments.

Wherethereis objective evidence of impairment, the amount and timing of future cash flows are
estimated based on age and status of the financial asset, aswell as on historical loss experience.
Allowance for impairment loss is provided when management believes that the balance cannot be
collected or realized after exhausting all efforts and courses of action. The Group recognized
provision on impairment |oss on receivables amounting to 84,033,832, £6,619,366 and 888,958
in 2015, 2014 and 2013, respectively (see Notes 4 and 14).

Trade and other receivables and due from related parties amounted to B156,738,683 and
123,725,391 as of December 31, 2015 and 2014, respectively (see Notes4 and 9).

Estimating Impairment of Investment and Advances
Valuation of unquoted equity investments is normally based on one of the following:

e recent arm’'s-length market transactions;

e current fair value of another instrument that is substantially the same

o the expected cash flows discounted at current rates applicable for investments with similar
terms and risk characteristics; or

e other valuation models.

Investment and advances are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. No impairment |oss was
recognized on the investment and advances. The carrying amount of investment and advances
amounted to £1,317,871,168 as of December 31, 2015 and 2014 (see Note 6).

Estimating Useful Lives of Property and Equipment and Computer Software

The Group estimates the useful lives of significant parts of property and equipment based on the
period over which the assets are expected to be available for use. The estimated useful lives of
property and equipment are reviewed periodically and are updated if expectations differ from
previous estimates due to physical wear and tear, technical or commercial obsolescence and legal
or other limits on the use of the assets. In addition, the Group’s estimation of the useful lives of
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property and equipment is based on collective assessment of industry practice, internal technical
evaluation and experience with similar assets. It is possible, however, that future results of
operations could be materially aff ected by changes in estimates brought about by changesin
factors mentioned above. The amounts and timing of recorded expenses for any period would be
affected by changesin these factors and circumstances. Depreciation and amortization charged to
operations amounted to B3,567,678, P4,986,825 and £6,147,237 for the years ended

December 31, 2015, 2014 and 2013, respectively (see Notes 7 and 14). The aggregate net book
values of property and equipment and computer software amounted to 3,381,640 and £6,710,240
as of December 31, 2015 and 2014, respectively (see Note 7).

Estimating Impairment of Property and Equipment, Computer Software and Creditable
Withholding Taxes (CWTYs)

The Group assesses impairment on assets whenever events or changes in circumstances indicate

that the carrying amount of an asset may not be recoverable. The factors that the Group considers

important which could trigger an impairment review include the following:

»  Significant underperformance relative to expected historical or projected future operating
results;

»  Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

»  Significant negative industry or economic trends.

Animpairment loss is recognized whenever the carrying amount of an asset exceeds its
recoverable amount. The estimated recoverable amount is the higher of an asset’sfair value less
coststo sell and valuein use. Thefair value less coststo sdll is the amount obtainable from the
sale of an asset in an arm’s length transaction while value in use is the present value of estimated
future cash flows expected to arise from the continuing use of an asset and from its disposal at the
end of its useful life. Recoverable amounts are estimated for individual assets or, if it is not
possible, for the cash-generating unit to which the asset bdongs. For impairment loss on specific
assets, the estimated recoverable amount represents the net fair value less costs to sdl.

In determining the present value of estimated future cash flows expected to be generated from the
continued use of the assets, the Group is required to make estimates and assumptions that can
materially affect the consolidated financial statements. The Group recorded a provision for
impairment on CWTs of B158,767, B547,503 and nil in 2015, 2014 and 2013, respectively
(seeNote5). The aggregate carrying values of property and equipment, computer software and
CWTsamounted to £7,284,468 and £10,085,978 as of December 31, 2015 and 2014, respectively
(seeNotes5and 7).

Estimating Realizability of Deferred Income Tax Assets

The Group reviews the carrying amounts of deferred income tax assets at each reporting date and
reduces the amounts to the extent that it is no longer probable that sufficient taxable profit will be
availableto allow all or part of the deferred income tax assets to be utilized. However, thereis no
assurance that the Group will generate sufficient taxable profit to allow all or part of its deferred
income tax assets to be utilized.

The Group did not recognize deferred income tax assets on temporary differences and
carryforward benefits of unused NOLCO and unused tax credits from excess MCIT amounting to
P72,476,356, 149,899,799 and £216,390,321 in as of December 31, 2015, 2014 and 2013,
respectively (see Note 15). The Group believes that it is not probable that sufficient taxable profit
will be availableto allow all or part of the deferred income tax assets to be utilized.
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4. Tradeand Other Receivables

2015 2014

Trade receivables:
Related parties (Note 9) B64,063,924 £33,032,742
Third parties 27,446,304 20,935,910
Advances to officers and personne 1,217,171 4,739,370
Others (Note 9) 2,211,771 2,211,771
94,939,170 60,919,793
Less allowance for impairment |osses 13,150,762 9,116,930
81,788,408 B51,802,863

Trade and nontrade receivabl es from third parties are noninterest-bearing and are generally on

30to 60 days term.

Trade receivables from related parties are unsecured, noninterest-bearing and are to be settled

upon demand.

In addition, the Group has an outstanding |oan receivable from Holy Cow Animation, Inc.
(Holy Cow) amounting to 82,211,771 as of December 31, 2015 and 2014 (see Note 9).

Movement in allowance for impairment losses on trade receivables are as follows:

2015 2014
Balance at beginning of year B9,116,930 £2,497,564
Provisions for the year (see Note 14) 4,033,832 6,619,366
Balance at end of year B13,150,762 £9,116,930
5. Other Current Assets
2015 2014
CWT (net of allowance for impairment | osses

amounting to 8706,270 and B547,503 in 2015
and 2014, respectively) B3,902,828 B3,375,738
Prepayments 162,431 118,678
Input VAT - 480,515
Others 112,832 97,189
P4,178,091 B4,072,120

Movements in allowance for impairment loss on CWT are asfollows:

2015 2014
Balance at beginning of year B547,503 B-
Provisions for the year (see Note 14) 158,767 547,503
Balance at end of year B706,270 B547,503
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6. Investments and Advances

2015 2014
AFS financial assets P1,289,278,350 £1,289,278,350
Advances 28,592,818 28,592,818

P1,317,871,168 £1,317,871,168

Investment in Associate and Advances

a. Softweb Consulting, Inc.
On December 20, 2010, the Group entered into a subscription agreement with Softweb for an
investment amounting to 6,000,000, representing a 50% interest in the Softweb.

Softweb specializes in Lotus consulting and training services as well as comprehensive
Domino working solutions. Asan IBM partner, Softweb offers the full range of IBM services
and licensed products integrated in its own list of business solutions, software devel opment
and training.

As at December 31, 2015 and 2014, the components of the carrying amounts of investment
accounted for under the equity method are as follows:

Acquisition cost B6,000,000
Equity in net |osses (6,000,000)
B—

Pertinent financial information for Softweb as of December 31, 2015 and 2014 follow:

2015 2014

Total assets B29,424,607 B29,035,598
Total liabilities 62,166,813 63,071,159
Total capital deficiency 32,742,206 34,035,561
Proportion of the Group’s ownership 50% 50%
Carrying amount of the investment - -
2015 2014 2013

Revenue P14,084,436 B27,078,313 34,700,400
Cost of sales 14,697,914 21,425,033 29,496,364
Expenses 576,178 13,752,596 10,028,135
Taxes 103,699 314,294 -
Net loss (1,293,355) (8,413,610) (4,824,099)

As of December 31, 2015 and 2014, the Group's share in loss of Softweb already exceeded the
cost of investment. The Group only recognizes the loss to the extent of the cost of investment.
Accordingly, the carrying amount of investment in Softweb as of December 31, 2015 and
2014 isnil. The Group does not have any legal or constructive obligation to make payments
on behalf of Softweb.
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b. Thumbmob Philippines, Inc. and Holy Cow Animation, Inc.
The Group entered into agreements with Thumbmob and Holy Cow for the subscription of
Thumbmob and Holy Cow shares amounting to 23,592,818 in 2015 and 2014. Holy Cow is
afull service animation studio that produces 2D, 3D, Flash and HTML5 animation and special
effect animation for the media and entertainment business. Thumbmob develops, publishes,
and distributes games and applications for social networking and maobile environments. It
serves brands, businesses, and institutions.

These are currently recorded under “ Investments and advances” in the consolidated statements
of financial position pending the increase in the authorized capital stock of the investee
companies. The applications for theincrease in authorized capital stock are not yet filed with
the SEC.

AFSFinancial Asset
The Group has an investment in NOW Tedecom classified as AFS financial asset.

On April 28, 2006, the Group entered into a MOA with NOW Telecom and five controlling
stockholders of NOW Telecom namely, Top Mega Enterprise, Ltd, Joycelink Holdings, Ltd, GHI,
Emerald Investment, Inc., Food Camp Industries and Marketing, Inc. (the five companies as
collectively referred to hereafter as NOW Telecom stockholders) to swap or exchange shares of
stock.

Under the MOA, the Parent Company shall issue its shares in exchange for interest in NOW
Telecom. The agreed upon swap of shares was subject to certain conditions, including necessary
corporate and regulatory approvals. The MOA was approved by the Parent stockholders on
June 2, 2006.

However, certain amendments were subsequently made to the MOA in view of the fact that upon
further consultation with the PSE, it was determined that the Parent could not revise its primary
purpose at that time. Hence, the stockholders approved the amendment in the MOA that there will
be no change in the Parent Company’s primary purpose. Moreover, the Parent Company’s
stockholders approved the change for the Parent Company to acquire 19% equity interest in NOW
Telecominstead of the original plan to acquire 97% interest. As aresult, the Group acquired
2,656,580 NOW Tdecom shares, with par value of 81 for an aggregate value of £1,289,278,350
effectively at a price of P485.32 per share.

The Parent Company applied for an increase in its authorized capital stock to accommodate the
foregoing transaction (see Note 12).

In September 2006, the SEC issued Certificate of Approva of Valuation of Shares of Stock of
NOW Telecom and Certificate of Increase in Capital Stock of the Parent Company.

In 2008, the PSE approved the application for the listing of the additional £1,289,278,350
common shares to cover the share-for-share swap transactions with the NOW Telecom
shareholders.

As of December 31, 2015 and 2014, the Group’ s investment in NOW Telecom amounted to
£1,289,278,350.
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7. Property and Equipment

2015
Leasehold Transportation Office Furniture
Improvements Equipment Equipment  and Fixtures Total
Cost:
Balances at beginning of
year P4,937,446 P15,169,919 P11,201,287 P1,393,888 P32,702,540
Additions - - 239,078 - 239,078
Balances at end of year 4,937,446 15,169,919 11,440,365 1,393,888 32,941,618
Accumulated depreciation
and amortization:
Balances at beginning of
year 3,443,773 12,206,516 9,620,427 979,621 26,250,337
Depreciation and
amortization for the
year (see Note 14) 500,722 2,588,485 243,449 108,118 3,440,774
Balances at end of year 3,944,495 14,795,001 9,863,876 1,087,739 29,691,111
Net book value B992,951 P374,918 P1,576,489 P306,149 B3,250,507
2014
Leasehold Transportation Office Furniture
Improvements Equipment Equipment and Fixtures Total
Cost:
Balances at beginning of
year B4,856,570 P15,169,919 P11,201,287 P1,393,888 B32,621,664
Additions 80,876 — — — 80,876
Balances at end of year 4,937,446 15,169,919 11,201,287 1,393,888 32,702,540
Accumul ated depreciation and
amorti zation:
Balances at beginning of
year 2,430,199 9,056,032 9,107,349 871,503 21,465,083
Depreciation and
amortization for the year
(see Note 14) 1,013,574 3,150,484 513,078 108,118 4,785,254
Balances at end of year 3,443,773 12,206,516 9,620,427 979,621 26,250,337
Net book value P1,493,673 B2,963,403 P1,580,860 B414,267 B6,452,203

Transportation equipment includes vehicles under a finance lease agreements (see Note 10). The
aggregate carrying value of leased transportation equipment as of December 31, 2015 and 2014
amounted to nil and 801,146, respectively.

Cost of fully depreciated assets il in use amounted to 16,757,039 and 84,679,362 in 2015 and

2014, respectively.
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8. Accounts Payable and Accrued Expenses

2015 2014
Trade payables:
Third parties P32,363,996 B20,736,026
Related parties (see Note 9) 25,112,678 28,242,744
Accrued expenses:
Interest (see Note 9) 59,903,586 59,903,586
Others 8,826,227 7,908,775
Deferred output VAT 6,055,944 2,966,931
Withholding tax payable 664,630 638,551

P132,927,061 £120,396,613

9. Related Party Transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control
or are controlled by or under common control with the Group, including holding companies,
subsidiaries and fellow subsidiaries, are related parties of the Group. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Group that gives them
significant influence over the enterprise, key management personnel, including directors and
officers of the Group and close members of the family of these individuals, and companies
associated with these individuals also constitute related parties. 1n considering each possible
related entity relationship, attention is directed to the substance of the relationship and not merely
the legal form.

In the normal course of business, the Group entered into transactions with related parties,
principally consisting of the following:

a. In 2005, the Group entered into an agreement to promote and market the telecommunication
services of NOW Telecomto the Group’s clients. Amounts owed by NOW Telecom as of
December 31, 2015 and 2014 amounted to B31,408,455 and 23,720,567 respectively.

b. On August 30, 2005, the Group entered into a L oan Agreement with 1BI for research and
development purposes in connection with IBI’s plan to expand its I T platform and introduce
IT-related products and services. Theloan is subject to 9.0% interest per annum and is
payable no later than August 30, 2010. Partial pre-payments on the principal may be made
prior to thisdate. Theinterest is due and demandable only on maturity date. Interest was
reduced by the parties to 5.5% per annum in 2007 and shall be subject to annual repricing
subsequent to 2007.

On June 25, 2010, both parties agreed to extend the maturity of the loan from August 30, 2010
to August 30, 2012. On August 31, 2012, both parties agreed to further extend the maturity of
the loan up to August 30, 2015, with theinterest rate further reduced to 3% per annum starting
January 1, 2013. On August 31, 2015, both parties agreed to extend the maturity of the loan to
5 years ending August 30, 2020. Interest income amounted to £467,033 in 2015, 2014 and
2013. Asof December 31, 2015 and 2014, amounts owed by Bl amounted £26,563,678 and
26,096,645, respectively. Bl is under common ownership with the Group.
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c. Asof December 31, 2015 and 2014 the Group has outstanding liabilities to Emerald

g.

Investment, Inc. (Ell) amounting to £2,902,918 which arose from the Group’s sub-lease
agreement with Ell that ended in 2011.

On January 1, 2013, the Parent renewed its service agreement with KPSC for a period of 4
years beginning January 1, 2013 to December 31, 2016.

Under the service agreement, KPSC shall provide consultancy and manpower services
depending on the services specifically required by the Group. Amounts owed to KPSC, in
relation to the service agreement, amounted to £19,719,161 and B26,207,689 as of

December 31, 2015 and 2014, respectively. KPSC has cooperators who are also stockholders
of the Group.

Amounts owed to related parties include interest bearing advances from Velarde, Inc. for
working capital and investment requirements. Interest rate for these loans is at 18.0% per
annum or 1.5% per month.

On November 08, 2012, Velarde, Inc. has agreed to enter into an agreement with the Group
for the deferment of outstanding of interest payable starting November 2012. Interest expense
booked as an additional amounts owed to related party amounted to nil, P17,756,021 and
B16,775,153 in 2015, 2014 and 2013, respectively.

On January 22, 2015, Velarde, Inc. agreed to convert its advances amounting to

£200,000,000 into equity interest in the Parent Company for 200,000,000 common shares with
apar valueof P1. It was further agreed that the remaining balances and subsequent advances
from Velarde, Inc. shall beinterest free (see Note 12).

On April 14, 2016, Velarde, Inc. and the Group agreed to convert remaining advances
amounting to 8223,458,035 into additional equity interest in the Parent Company.

Outstanding accrued interest presented as part of the " Accounts payable and accrued
expenses” amounted to 59,903,586 as of December 31, 2015 and 2014 (see Note 8).
Net amounts owed to Vearde, Inc. amounted to B223,458,035 and £394,167,083 as of
December 31, 2015 and 2014, respectively.

The Group charges Softweb and Velarde, Inc. management fees for the administration and
operations of the companies. Management fees charged to Softweb amounted to nil and
£4,800,000 in 2015 and 2014, respectively. Management fees charged to Velarde, Inc.
amounted to £240,000 in 2015 and 2014.

The Group entered into a non-interest bearing loan agreement with Porteon Electric Vehicles,
Inc. (Portion). As of December 31, 2015 and 2014, the outstanding amount due from Porteon
Electric Vehicles, Inc. amounted to £2,160,300.

On January 1, 2011, the Group entered into a sublease contract with [-College Philippines,

Inc. (I-College) for the period November 1, 2011 to May 31, 2012 with a monthly rental fee of
B77,526. Theterm of the lease can be renewed upon mutual consent of both parties. The
Group renewed its sublease agreement for the periods of three (3) years from

November 1, 2014 to October 31, 2017. All other terms and conditions of the sublease
agreement dated January 1, 2011 shall remainin full force.

Rent expense incurred by the Group amounted to £930,313 in 2015 and 2014.
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i. InJanuary 2015, the Group entered into service agreement with GHT Network, Inc. (GHT)

and News and Entertainment Network, Inc. (Newsnet) to provide bandwidth servicesto its
customers. The Group provided the infrastructure build-up and technol ogy design and
consultancy. Servicerevenuefrom GHT and Newsnet amounted to 210,000,000 each in 2015.



-30-

Trade Trade
and other and other
Transaction Duefrom receivables Dueto payables
Related parties Category Year amount related parties (see Note 4) related parties (see Note 8) Terms Conditions
Shareholders
Velarde, Inc. Advances 2015 B170,709,048 B- B- B223,458,035 B- On demand Unsecur ed
2014 45,143,729 - - 394,167,083 - On demand Unsecured
M anagement
fee 2015 240,000 - 1,200,000 - - On demand Unsecur ed
2014 240,000 - 960,000 - - On demand Unsecured
GHI Advances 2015 - - - 95,536 2,035,055 On demand Unsecur ed
2014 - - - 95,536 2,035,055 On demand Unsecured
Ell Advances 2015 - 40,848 - - - On demand Unsecur ed, no impair ment
2014 - 40,848 - - - On demand Unsecured, no impairment
Leases 2015 - - - 2,902,918 - On demand Unsecur ed, no impair ment
2014 - - - 2,902,918 - On demand Unsecured, no impairment
Affiliates
NOW Telecom Advances 2015 7,816,287 31,408,455 - 749,806 - On demand Unsecur ed, no impair ment
2014 5,320,038 23,720,567 - 621,407 - On demand Unsecured, no impairment
KPSC Services 2015 6,488,528 - - - 19,719,161 On demand Unsecur ed, no impair ment
2014 17,526,585 - - - 26,207,689 On demand Unsecured, no impairment
Advances 2015 2,160 204,708 - - - On demand Unsecur ed
2014 — 202,548 - - - On demand Unsecured
Duewithin 5
IBI Advances 2015 - 15,567,752 - - - years Unsecur ed, no impair ment
Duewithin 5
2014 - 15,567,752 - - - years Unsecured, no impairment
Duewithin 5
Interest 2015 467,033 10,995,926 - - - years Unsecur ed, no impair ment
Duewithin 5
2014 467,033 10,528,893 - - - years Unsecured, no impairment

(Forward)
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Trade Trade
and other and other
Transaction Duefrom recelvables Dueto payables
Related parties Category Year amount related parties (see Note 4) related parties (see Note 8) Terms Conditions
Asian Ingtituteof ~ Advances 2015 B2,661 B470,022 B- B- B- On demand Unsecur ed, no impair ment
Journdism
and
Communication 2014 233,228 472,683 - - - On demand Unsecured, no impairment
Paradiso Verde, Inc. Advances 2015 - - - - 3,358,462 On demand Unsecur ed, no impair ment
2014 - - - 7,940,563 - On demand Unsecured, no impairment
Advances 2015 368,195 - - 605,212 - On demand Unsecur ed, no impair ment
2014 973,407 - - 973,407 - On demand Unsecured, no impairment
Porteon Loans 2015 - 2,160,300 - - - On demand Unsecur ed, no impair ment
2014 - 2,160,300 - - - On demand Unsecured, no impairment
Newsnet Advances 2015 947,948 6,067,544 - - - On-demand Unsecur ed, no impair ment
2014 5,119,596 5,119,596 - - - On-demand Unsecured, no impairment
Services 2015 10,000,000 - 11,200,000 - - On-demand Unsecur ed, no impair ment
2014 - - - - — _ _
GHT Advances 2015 180 5,000,180 - - - On-demand Unsecur ed, no impair ment
2014 5,000,000 5,000,000 - - - On-demand Unsecured, no impairment
Services 2015 10,000,000 - 11,200,000 - - On-demand Unsecur ed, no impair ment
2014 - - - - - - -
Associ ate
Hol ycow Loans 2015 - - 2,211,771 - - On demand Unsecur ed, no impair ment
2014 - - 2,211,771 - - On demand Unsecured, no impairment
Interest 2015 - 156,000 - - - On demand Unsecur ed, no impair ment
2014 - 156,000 - - - On demand Unsecured, no impairment
Softweb Advances 2015 1,389,259 2,163,820 2,380,860 6,390,573 - On demand Unsecur ed
2014 4,403,554 8,239,341 2,380,860 1,704,311 - On demand Unsecured

(Forward)
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Trade Trade
and other and other
Transaction Duefrom receivables Dueto payables
Related parties Category Year amount related parties (see Note 4) related parties (see Note 8) Terms Conditions
Softweb L oans 2015 B- B714,000 B- B- B- On demand Unsecur ed, no impair ment
2014 - 714,000 - - - On demand Unsecured, no impairment
Sales 2015 8,391,182 - 22,493,064 - - On demand Unsecur ed, no impair ment
2014 29,686,749 - 14,101,882 - - On demand Unsecured, no impairment
M anagement fee 2015 - - 15,590,000 - - On demand Unsecur ed, no impair ment
2014 4,800,000 - 15,590,000 - - On demand Unsecured, no impairment
I-College Advances 2015 — 720 — — — On demand Unsecur ed, no impair ment
2014 - - - - - On demand Unsecured, no impairment
L ease 2015 930,313 - - 3,876,300 - On demand Unsecur ed, no impair ment
2014 930,313 - - 2,945,987 - On demand Unsecured, no impairment
2015 B74,950,275 66,275,695 B238,078,380 B25,112,678
2014 P71922528  P35244513 PA411351212  B28,242,744
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10.

L ease Commitments

The Group purchased transportation equipment through four-year financing agreements which are
payable on a monthly basis. The Group recognized the obligation and paysto Velarde, Inc. The
assets were capitalized since the lease term is for the major part of the economic life of the assets.

The future minimum lease payments of the Group for the obligations under finance lease are
amounted to nil and B675,433 as of December 31, 2015 and 2014, respectively.

Interest expense related to the lease commitments amounted to £26,314, B252,359 and 560,994
in 2015, 2014 and 2013, respectively.

11.

L oans Payable

On December 9, 2013, the bank has approved the conversion of the short term loans totaling to
B44,500,000 into a two-year term loan. The principal balance of the loan is payable on
January 19, 2016.

The loans bear interest at floating interest rates ranging from 2.12% to 2.30% in 2015 and 2014.
Interest is payable every 30 days.

Interest expense amounted to £1,027,530, £992,688 and £1,987,981 in 2015, 2014 and 2013,
respectively.

12.

Capital Stock

On April 28, 2006, the BOD and stockholders approved the increase in the authorized capital
stock from 40,000,000 shares to 1,320,000,000 shares at 81 par value per share. Thiswas
subsequently approved by the SEC on September 19, 2006.

On November 11, 2006, in accordance with the MOA, the Group issued the additional
1,289,278,350 shares at par value in exchange for the 2,656,580 shares of NOW Telecom
(see Note 6).

On May 12, 2010, the BOD and stockholders of the Parent Company approved proposal to
incresse its authorized capital stock from 1,320,000,000 shares to 5,320,000,000 shares at P1 par
value per shares. On November 7, 2014, the BOD and stockholders of the Parent Company
approved the amendment in the proposal to increase the authorized capital stock up to
2,700,000,000 shares only. On January 22, 2015, the Parent Company’s BOD approved a new
proposal to supersede previous increase in authorized capital stock plans. It was decided for the
Parent Company to apply for an increase of 800,000,000 shares at B1 par value per share.

(i.e, 1,320,000,000 shares to 2,120,000,000 shares). The SEC approved the Parent Company’s
application to increase its authorized capital stock on December 17, 2015.

Asdiscussed in Note 9, Velarde, Inc. subscribed to 200,000,000 shares of the Parent Company

and this subscription was settled through the conversion of its advances to the Group amounting to
£200,000,000.
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13. Costs of Sales and Services

2015 2014 2013
Cost of sales £35,545,753 £18,956,087 £24,534,014
Outside services 39,283,420 40,740,680 38,862,014
Advertising and promotion 771,179 2,378,914 7,457,165
75,600,352 £62,075,681 £70,853,193
14. General and Administrative Expenses

2015 2014 2013
Outside services £6,602,192 B3,134,421 £25,517,320

Provision for impairment loss on:
Trade and other receivables (see Note 4) 4,033,832 6,619,366 888,958
Other current assets (see Note 5) 158,767 547,503 -
Depreciation and amortization (see Note 7) 3,567,678 4,986,825 6,147,237
Communication 3,563,207 2,817,637 5,265,685
Taxes and licenses 2,473,879 867,666 727,802
Entertainment, amusement and recreation 2,430,290 1,270,642 1,469,591
Rental 1,681,446 3,045,309 3,444,057
Transportation and travel 1,586,867 1,866,773 1,448,133
Office supplies 1,020,425 877,500 347,884
Utilities 804,573 1,309,979 4,055,322
Salaries and other employee benefits 756,000 820,646 796,159
Professional fees 632,437 1,379,090 3,912,100
Repairs and maintenance 353,177 348,738 325,343
Insurance 271,898 269,943 197,431
Others 1,275,162 480,749 2,085,740
£31,211,830 £30,642,787 B56,628,762

15. Income T axes

Thereconciliation of the Group’s statutory income tax to provision for incometax follows:

2015 2014 2013
Statutory income tax at 30% B2,023297 (B11,506,157) (B26,161,427)
Additionsto (reductionsin) income tax
resulting from:
Movement of unrecognized deferred
income tax assets (2,905,716) 5,332,385 14,268,450
Nondeductible expenses 2,393,591 6,304,039 11,923,229
Interest income subjected to final tax (2,282) (1,655) (957)
£1,508,890 B128,612 £29,295

The Group has temporary differences for which no deferred income tax assets were recognized as
it is probable that sufficient taxable income will not be available for those deferred income tax
assets to be utilized.
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Thetemporary differences are asfollows:

2015 2014 2013

NOLCO 58,512,902 B140,448,329  B213,170,570
Allowance for impairment on trade

receivables 13,150,762 9,116,930 2,648,260

MCIT 812,692 334,540 308,987

Unrealized foreign exchange loss - - 262,504

B72,476,356 B149,899,799  B216,390,321

As of December 31, 2015, NOLCO and MCIT can be claimed as deduction from future taxable
income and incometax liahilities, respectively, are as follows:

Year Incurred Y ear of Expiration NOLCO MCIT
2015 2018 £1,593,769 B680,717
2014 2017 10,144,918 128,612
2013 2016 46,774,215 3,363
B58,512,902 £812,692
Thefollowing are the movements in NOLCO and MCIT:
2015 2014
NOLCO:
Balances at beginning of year £140,448,329 £213,170,570
Additions 1,593,769 10,144,918
Application (13,548,316) (2,373,187)
Expirations (69,980,880) (80,493,972)
Balances at end of year £58,512,902 B140,448,329
2015 2014
MCIT:
Balances at beginning of year £334,540 B308,987
Additions 680,717 128,612
Expirations (202,565) (103,059)
Balances at end of year B812,692 B334,540
16. Basic/Diluted EPS
The following table presents information necessary to compute the basic/dilutive EPS:
2015 2014 2013
Net loss attributable to equity holders of the
Parent(a) B5,236,704  (P38,482,470) (B87,233,678)
Weighted average number of outstanding
common shares for both basic and
dilutive EPS (b) 1,317,278,350 1,317,278,350 1,317,278,350
Basic/dilutive earnings (loss) per share (alb) £0.0040 (B0.0292) (B0.0662)

For the years ended December 31, 2015, 2014 and 2013, there were no shares of stock that have a

potentially dilutive effect on the basic EPS of the Group.
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17. Financial I nstruments

The Group's financial instruments are composed of cash, trade and other receivables, due from
related parties, AFS financial assets, accounts payable and accrued expenses, due to related
parties, obligations under finance lease and |oans payable.

The BOD has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The Group’s risk management policies are established to identify and
manage the Group’s exposure to financial risks, to set appropriate transaction limits and controls,
and to monitor and assess risks and compliance to internal control policies. Risk management
policies and structure are reviewed regularly to reflect changes in market conditions and the

Group’s activities.

The main risks arising from the Group’s financial instruments are liquidity risk, credit risk and
interest raterisk. The Group is not exposed to cash flow interest rate risk since a significant
portion of the Group’s due from affiliates and finance lease obligations has fixed interest rates.
The BOD reviews and approves the policies for managing each of these risks and they are

summarized be ow.

Liquidity Risk

Liquidity risk istherisk that the Group will not be able to meet its financial obligations as they fall
due. The Group's objectiveto managing liquidity risk isto ensure, as far as possible, that it will
always have sufficient liquidity to meet its financial liabilities when they fall due, under both

normal and stressed conditions, without incurring unacceptable losses or risking adverse effect on

the Group’s credit standing.

The tables below summarize the maturity profile of the Group’s financial liabilities as of
December 31, 2015 and 2014, based on contractual undiscounted cash flows. Thetables also
analyze the maturity profile of the Group’s financial assets that can be used to finance maturing
financial obligations. The analysis into relevant maturity groupings is based on the remaining
period at the end of the reporting period to the contractual maturity dates.

2015
Morethan
On demand Within 1 year 1 year Total
Financial assets:
Cash B15,979,672 =2 =2 B15,979,672
Trade and other receivables 52,921,911 28,866,497 - 81,788,408
Duefrom related parties 48,386,597 — 28,603,343 76,989,940
P117,288,180 B28,866,497 B28,603,343 P174,758,020
Financial liabilities:
Accounts payable and accrued
expenses* B126,206,487 B— B- P126,206,487
Duetorelated parties 238,078,380 - - 238,078,380
L oans payable - 45,278,750 - 45,278,750
B364,284,867 B45,278,750 B— P409,563,617

* Except government payables
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2014
More than
Ondemand  Within 1 year 1 year Total
Financial assets
Cash B2,006,757 = = B2,006,757
Trade and other receivables 32,861,441 18,941,422 - 51,802,863
Due from related parties 71,922,528 - - 71,922,528
106,790,726 £18,941,422 B- P125,732,148
Financial liabilities:
Accounts payable and accrued
expenses* £88,395,668 £30,488,522 B- P118,884,190
Dueto related parties 15,004,596 - 393,400,628 408,405,224
Future interest on loans payable - 941,175 1,019,606 1,960,781
L oans payable - - 45,523,500 45,523,500
£103,400,264 £31,429,607 P439,943,734 B574,773,695
* Except government payables

The Group monitors its cash flow position through cash planning. The Group believes that cash
advances by stockholders are sufficient to mitigate the effects of fluctuation in cash flow and to
cover disbursements for the day-to-day operations of the Group.

Credit Risk

Credit risk is therisk of financial lossto the Group if a customer or counterparty to afinancial
instrument fails to meet its contractual obligations, and arises principally from trade receivables
and amounts owed by related parties.

The Group’s management believes that there is no significant risk in the amounts due by related
parties. The BOD continually reassures the Group's strategies for managing accounts with
creditors, including related parties. Advances are monitored on an ongoing basis with the result
that the Group’s exposure to impairment and account discrepanciesis not significant. In addition,
the Group manages credit risk by monitoring its credit exposures and assessing the
creditworthiness of counterparties.

The Group’s management believes that there is no significant risk in the amounts due by related
parties. The BOD continually reassures the Group's strategies for managing accounts with
creditors, including related parties. Advances are monitored on an ongoing basis with the result
that the Group’s exposure to impairment and account discrepanciesis not significant. In addition,
the Group manages credit risk by monitoring its credit exposures and assessing the
creditworthiness of counterparties.

As at December 31, 2015 and 2014, the Group’ s maximum exposure to credit risk is equal to the
carrying amount of its financial assets.

Credit Quality per Class of Financial Asset

The credit quality of financial assets is being managed by the Group using internal credit ratings.
The Group considersits financial assets that are neither past due nor impaired amounting to
B174,758,020 and £125,732,148 as of December 31, 2015 and 2014 as standard grade financial
assets. Standard grade financial assets are those that are current and collectible.

The Group has impaired receivables amounting to 13,150,762 and 9,116,930 as of
December 31, 2015 and 2014, respectively.
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Fair Value of Financial |nstruments
Thefollowing methods and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate such value:

Cash, Trade and Other Receivables, Due from Related Parties, Accounts Payable and Accrued
Expenses, Loans Payable and Dueto Related Parties

The carrying amounts of cash, trade and other receivables, due from related parties, accounts

payable and accrued expenses, loans payable and due to related parties approximate their fair

values dueto the short-term maturity of these financial instruments.

AFSFinancial Assets
Unquoted equity security is carried at cost since fair value of this AFS investment cannot be
reliably determined as thisis not listed in active market and have no available bid price.

Noncurrent Amounts Due from Related Party

Thefair value of noncurrent amounts due from related party were based on discounted value of
future cash flows using applicable credit-adjusted risk-free rates of 2.4% as of December 31, 2015
(Level 3). Thefair value and carrying value of noncurrent amounts due from related party
amounted to 825,667,327 and 826,563,678, respectively.

Noncurrent Amounts Due to Related Party

Thefair value of noncurrent amounts due to related party was based on discounted value of future
cash flows using applicable credit-adjusted risk-free rates of 2.4% as of December 31, 2014
(Levd 3). Thefair value and carrying value of noncurrent amounts due to related party amounted
to P367,096,703 and £394,167,083, respectively.

Loans Payable
The carrying amount of the loans payable as of December 31, 2014 approximates its fair value as
repricing of interest occurs approximately every month, at the prevailing bank interest rates.

Capital Management

The Group considers the equity presented in the consolidated statement of financial positon as its
core capital. The primary objective of the Group’s capital management is to ensure that it
maintains strong credit rating and stable capital ratios in order to support its business and
maximize shareholders’ value.

The Group manages its capital structure and makes adjustmentstoit, in light of changesin
economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares.

On October 28, 2010, PSE issued a memorandum regarding the rule for the minimum public
ownership for all listed companies. Based on the memorandum, listed companies shall, at all
times, maintain a minimum percentage of listed securities held by the public of ten percent (10%)
of the listed companies’ issued and outstanding shares, exclusive of any treasury shares or as such
percentage that may be prescribed by the PSE. The Group has complied with the minimum public
ownership.
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Thetotal core capital considered by the Group as of December 31, 2015 and 2014 are as follows:

2015 2014
Total equity P1,087,977,680 B882,755,210
Dueto related parties (238,078,380) (411,351,212)
Total P849,899,300 B471,403,998

As of December 31, 2015 and 2014, the Group was able to meet its capital management

objectives.

18.

Business Segment | nfor mation

The Group’s operating segments are organized and managed separately according to the nature of

the services offered as follows:

o IT resource management segment - provides deployment of IT professionalsto clients.
e IT products and services - provides high value products and services to clients.

Management monitors the operating results of its business units separately for the purpose of

making decisions about resource allocation and performance assessment. Segment performanceis

evaluated based on operating profit or loss.

Financial information on the operations of the various business segments are summarized as

follows:
2015
IT Resource IT products
M anagement and services Total
Service, marketing, management and
consultancy fees £67,229,560 P47,452,903 P114,682,463
Interest income 244,385 467,033 711,418
Total revenue 67,473,945 P47,919,936  P115,393,881
Provision for income tax B- £1,508,890 £1,508,890
Net income 79,207 5,156,226 5,235,433
Other information
I nvestments and advances - 1,317,871,168 1,317,871,168
Capital expenditures - 239,078 239,078
Segment assets 13,446,324  1,484,905,761  1,498,352,085
Segment liabilities 53,782,558 361,722,883 415,505,441
Depreciation and amor tization 625,520 2,942,158 3,567,678
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2014
IT Resource IT products
Management and services Tota
Service, marketing, management and
consultancy fees £38,580,090 B34,726,749 £73,306,839
Interest income 4,272 468,277 472,549
Total revenue £38,584,362 £35,195,026 B73,779,388
Provision for income tax B B128,612 B128,612
Net loss 1,993,693 36,488,777 38,482,470
Other information
Investments and advances - 1,317,871,168 1,317,871,168
Capita expenditures - 80,876 80,876
Segment assets 13,587,236  1,440,961,467 1,454,548,703
Segment liabilities 52,828,004 524,095,254 576,923,258
Depreciation and amortization 874,338 4,112 487 4,986,825
2013
IT Resource IT products
Management and services Total
Service, marketing, management and
consultancy fees £38,324,733 £40,521,472 £78,846,205
Interest income 1,769 470,051 471,820
Total revenue £38,326,502 £40,991,523 £79,318,025
Provision for income tax B B29,295 B29,295
Net loss 4,549,238 82,684,813 87,234,051
Other information:
Investments and advances — 1,294,278,350  1,294,278,350
Capital expenditures 4,315,446 6,841,135 11,156,581
Segment assets 13,497,662 1,431,367,038  1,444,864,700
Segment liabilities 29,655,510 499,173,640 528,829,150
Depreciation and amortization 1,077,792 5,069,445 6,147,237
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
NOW Corporation

Report on the Parent Company Financial Statements

We have audited the accompanying parent company financial statements of NOW Corporation (formerly
Information Capital Technology Ventures, Inc.), which comprise the parent company statements of
financial position as at December 31, 2015 and 2014, and the parent company statements of income,
statements of comprehensive income, statements of changes in equity and statements of cash flows for the
years then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Parent Company Financial Statements

Management is responsible for the preparation and fair presentation of these parent company financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of parent company financial statements that
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these parent company financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the parent company financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
parent company financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the parent company financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the entity’s preparation and fair presentation of the parent company financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management, as well
as evaluating the overall presentation of the parent company financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

A member firm of Ernst & Young Global Limited



Opinion

In our opinion, the parent company financial statements present fairly, in all material respects, the financial
position of NOW Corporation as at December 31, 2015 and 2014, and its financial performance and its
cash flows for the years then ended in accordance with Philippine Financial Reporting Standards.

Report on the Supplementary Information Required Under Revenue Regulations 15-2010

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplementary information required under Revenue Regulations 15-2010 in Note 19 to the
parent company financial statements is presented for purposes of filing with the Bureau of Internal Revenue
and is not a required part of the basic financial statements. Such information is the responsibility of the
management of NOW Corporation. The information has been subjected to the auditing procedures applied
in our audit of the basic financial statements. In our opinion, the information is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

SYCIP GORRES VELAYO & CO.

]{ I{'ET;‘,-'.‘-; }‘é - —. F4 ;.-_".-
oanna F iza
" Partner
CPA Certificate No. 0114122
SEC Accreditation No. 1414-A (Group A),
April 8, 2014, valid until April 7, 2017
Tax Identification No. 219-674-288
BIR Accreditation No. 08-001988-103-2014,
March 10, 2014, valid until March 9, 2017
PTR No. 5321642, January 4, 2016, Makati City

April 29, 2016

A member firm of Ernst & Young Global Limited



NOW CORPORATION

PARENT COMPANY STATEMENTS OF FINANCIAL POSITION

December 31

2015 2014

ASSETS
Current Assets
Cash P14,981,051 P1,414,187
Trade and other receivables (Note 4) 73,585,590 38,901,821
Due from related parties (Note 9) 57,658,171 81,844,663
Other current assets (Note 5) 1,276,375 1,090,849
Total Current Assets 147,501,187 123,251,520
Noncurrent Assets
Investments and advances (Note 6) 1,327,582,024 1,327,582,024
Due from related parties (Note 9) 26,563,678 -
Property and equipment (Note 7) 2,302,107 5,503,803
Other noncurrent assets - net of accumulated amortization of

computer software amounting to 996,466 and £869,562 as at

December 31, 2015 and 2014, respectively. 239,296 331,564
Total Noncurrent Assets 1,356,687,105 1,333,417,391
TOTAL ASSETS P1,504,188,292 £1,456,668,911
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses (Note 8) £106,847,793 £92,841,655
Current portion of loans payable (Note 11) 44,500,000 -
Current portion of due to related parties (Note 9) 231,620,585 11,416,851
Obligations under finance lease (Note 10) — 675,433
Total Current Liabilities 382,968,378 104,933,939
Noncurrent Liabilities
Due to related parties (Note 9) - 393,400,628
Loans payable (Note 11) — 44,500,000
Total Noncurrent Liabilities - 437,900,628
Total Liabilities 382,968,378 542,834,567
Equity
Capital stock (Note 12) 1,517,278,350 1,317,278,350
Deficit (396,058,436) (403,444,006)
Total Equity 1,121,219,914 913,834,344
TOTAL LIABILITIES AND EQUITY P1,504,188,292 £1,456,668,911

See accompanying Notes to Parent Company Financial Statements.



NOW CORPORATION

PARENT COMPANY STATEMENTS OF INCOME

Years Ended December 31
2015 2014
REVENUES
Sales £47,331,371 P21,235,363
Service fees (Note 9) 27,686,947 8,451,386
Others (Note 9) 948,959 5,508,163
75,967,277 35,194,912
COSTS OF SALES AND SERVICES (Note 13) 41,926,025 28,763,195
GROSS INCOME 34,041,252 6,431,717
GENERAL AND ADMINISTRATIVE EXPENSES
(Note 14) 24,265,809 24,662,172
OTHER CHARGES
Interest expense (Notes 9, 10 and 11) 1,053,844 19,001,068
Others 655,312 162,999
1,709,156 19,164,067
INCOME (LOSS) BEFORE INCOME TAX 8,066,287 (37,394,522)
PROVISION FOR CURRENT INCOME TAX (Note 15) 680,717 128,612

NET INCOME (LOSS)

7,385,570

(P37,523,134)

Basic/Diluted Earnings (Losses) Per Share (Note 16)

£0.0056

(P0.0285)

See accompanying Notes to Parent Company Financial Statements.



NOW CORPORATION

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2015 2014

NET INCOME (LOSS) P7,385,570 (P37,523,134)
OTHER COMPREHENSIVE INCOME — -

TOTAL COMPREHENSIVE INCOME (LOSS) P7,385,570 (£37,523,134)

See accompanying Notes to Parent Company Financial Statements.



NOW CORPORATION

PARENT COMPANY STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2015 AND 2014

Common

Stock Deficit Total
Balances, January 1, 2015 P1,317,278,350 (P403,444,006) $913,834,344
Total comprehensive income - 7,385,570 7,385,570
Issuance of capital stock (Note 12) 200,000,000 - 200,000,000
Balances, December 31, 2015 £1,517,278,350 (P396,058,436) 1,121,219,914
Balances, January 1, 2014 £1,317,278,350 (P365,920,872) $£951,357,478
Total comprehensive loss — (37,523,134) (37,523,134)
Balances, December 31, 2014 P1,317,278,350 (P403,444,006) $913,834,344

See accompanying Notes to Parent Company Financial Statements.



NOW CORPORATION

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31
2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) before income tax £8,066,287 (P37,394,522)
Adjustments for:
Depreciation and amortization (Note 7) 3,567,678 4,974,469
Provision for impairment loss on:
Trade and other receivables (Note 14) 3,019,167 6,619,366
Other current assets (Note 5) 158,767 547,503
Interest and other charges (Notes 9 and 11) 1,053,844 19,001,068
Interest income (708,959) (468,163)
Operating income (loss) before working capital changes 15,156,784 (6,720,279)
Decrease (increase) in:
Trade and other receivables (37,702,936) (14,472,431)
Other current assets (185,526) 2,062,052
Increase (decrease) in accounts payable and accrued expenses 13,917,882 (4,769,328)
Net cash used in operations (8,813,796)  (23,899,986)
Interest received 241,926 1,130
Interest paid (965,588) (992,688)
Income taxes paid (680,717) (128,612)
Net cash flows used in operating activities (10,218,175)  (25,020,156)

CASH FLOW FROM INVESTING ACTIVITIES

Increase in amounts due from related parties (1,910,153) (6,049,342)
Additions to property and equipment (Note 7) (239,078) (80,876)
Increase (decrease) in other noncurrent assets (193,403) 500
Net cash flows used in investing activities (2,342,634) (6,129,718)
CASH FLOWS FROM FINANCING ACTIVITY

Increase in amounts due to related parties 26,127,673 31,396,522
NET INCREASE IN CASH 13,566,864 246,648
CASH AT BEGINNING OF YEAR 1,414,187 1,167,539
CASH AT END OF YEAR £14,981,051 P1,414,187

See accompanying Notes to Parent Company Financial Statements.



NOW CORPORATION

NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

1. Corporate Information

Corporate Background

NOW Corporation (formerly Information Capital Technology Ventures, Inc.; the Company)
started as a duly licensed investment house when it was incorporated on June 5, 1996 and
registered in the Philippine Securities and Exchange Commission (SEC) as MF Shroder & Co.,
Inc. It was originally a wholly owned subsidiary of Amalgated Investment Bancorporation (AIB)
and was initially engaged in the purchase and sale of securities.

In 2000, AIB expanded the services of the Parent Company by establishing an information
technology (IT) enabled facility geared towards servicing the private equity needs of small and
medium enterprises by matching them online with direct equity investors. Hence, the Parent
Company’s Article of Incorporation (AOI) was changed to expand its primary purpose of
engaging in the business of securities brokerage through the use of IT.

In July 2009, the SEC approved the further amendment of the Parent Company’s AOI which
provides for the change in its primary purpose of engaging in the securities brokerage business to
a technology, media and telecommunication (TMT) business.

In August 2010, the SEC approved the amendment of the Parent Company’s AOI, removing the
pre-emptive rights of shareholders with respect to subscription to any class of the Parent
Company’s shares of stock.

On December 16, 2010, the Parent Company’s Board of Directors (BOD) approved the
amendment in its AOI to include secondary purpose. The inclusion of the secondary purpose was
subsequently ratified by the Parent Company’s stockholders on July 2, 2011 and was approved by
the SEC on August 25, 2011. The additional secondary purposes include:

a. Providing professional services and manpower in the field of TMT;

b. Acting as commission agent, manufacturer’s representative, or principal for the purpose, sale,
distribution, manufacture, assembly, import or export of any and all classes of materials,
merchandise, supplies and commodities of every kind and nature; and

c. Engaging in the business of general and retail merchants, traders, factors, agents,
manufacturers, processors, dealing in or with any and all classes of materials, merchandise,
supplies and commodities of every kind and nature.

Change in Corporate Name

The SEC approved the Parent Company’s application to change its name from MF Shroder & Co.,
Inc. to Cashrounds, Inc. in January 2002 and Information Capital Technology Ventures, Inc. in
September 2006.

Subsequently, on August 16, 2013, the SEC approved the change in the Parent Company’s name
to NOW Corporation.

Certificates and Memorandum of Understanding and A greements

On March 22, 2005, a Memorandum of Agreement (MOA) was executed by AIB and Gamboa
Holdings, Inc. (GHI), whereby AIB agreed to sell and GHI agreed to purchase 18,171,286 shares
of the Parent Company at an or aggregate purchase price of £74,395,000. The sale of the Parent
Company’s shares becomes effective on August 20, 2005 resulting to a 66.67% ownership interest
of GHI in the Parent Company.




On March 10, 2006, the National Telecommunication Commission (NTC), through the efforts of
IMX Broadband Inc. (IBI), issued a Certificate of Registration to the Parent Company to allow it
to operate and maintain value added services and voice over internet protocol (VOIP) services in
all cities and municipalities nationwide.

The Company has no regular employees as of December 31, 2015 and 2014. Its administrative
functions are being handled by personnel of Knowledge Professionals Service Cooperative
(KPSC) (see Note 9).

The Parent Company’s registered address is Unit 5-I, 5 Floor OPL Building, 100 Carlos Palanca
St., Legaspi Village, Makati City.

Authorization for Issuance

In April 29, 2016 Regular BOD Meeting, the BOD delegated to the Chairman, or in his absence
the Vice Chairman, and President the authority to approve the issuance of the parent company
financial statements as of December 31, 2015 and 2014 and for each of the three years in the
period ended December 31, 2015.

The parent company financial statements as of December 31, 2015 and 2014 and for each of the
three years in the period ended December 31, 2015 were authorized for issue by the Chairman and
President on April 29, 2016.

Summary of Significant Accounting Policies

Basis of Preparation

The parent company financial statements have been prepared under the historical cost basis,
including the available-for-sale (AFS) financial assets that are not quoted in an active market. The
parent company financial statements are presented in Philippine peso, which is the Company’s
functional and presentation currency. Amounts are rounded to the nearest Philippine peso, except
when otherwise indicated.

Statement of Compliance
The parent company financial statements are prepared in accordance with PFRS issued by the
Financial Reporting Standards Council (FRSC).

The Parent Company also prepares and issues consolidated financial statements for the same
period as the parent company financial statements are prepared in accordance with PFRS. These
consolidated financial statements may be obtained from the Philippine SEC.

Changes in Accounting Policies and Disclosures
The Company applied for the first time certain standards and amendments, which are effective for
annual periods beginning on or after January 1, 2015.

The nature and the impact of each new standard and amendment are described below:

Amendments to Philippine Accounting Standards (PAS) 19, Defined Benefit Plans: Employee
Contributions

PAS 19 requires an entity to consider contributions from employees or third parties when

accounting for defined benefit plans. Where the contributions are linked to service, they should be

attributed to periods of service as a negative benefit. These amendments clarify that, if the amount

of the contributions is independent of the number of years of service, an entity is permitted to
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recognize such contributions as a reduction in the service cost in the period in which the service is
rendered, instead of allocating the contributions to the periods of service. This amendment is
effective for annual periods beginning on or after July 1, 2014. This amendment is not relevant to
the Company since the Company does not have defined benefit plans with contributions from
employees or third parties.

Annual Improvements to PFRSs 2010-2012 Cycle
These improvements are effective from July 1, 2014. Unless otherwise stated, these amendments
have no impact on the parent company financial statements. They include:

o PFRS 2, Share-based Payment - Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating to the

definitions of performance and service conditions which are vesting conditions, including:

e A performance condition must contain a service condition;

e A performance target must be met while the counterparty is rendering service;

e A performance target may relate to the operations or activities of an entity, or to
those of another entity in the same group;

e A performance condition may be a market or non-market condition; and

e If the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition is not satisfied.

o PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business
Combination
The amendment is applied prospectively for business combinations for which the acquisition
date is on or after July 1, 2014. It clarifies that a contingent consideration that is not classified
as equity is subsequently measured at fair value through profit or loss whether or not it falls
within the scope of PAS 39, Financial Instruments: Recognition and Measurement
(or PFRS 9, Finanancial Instruments, if early adopted).

o PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reportable Segments’ Assets to the Entity’s Assets

The amendments are applied retrospectively and clarify that:

e An entity must disclose the judgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating segments that have been
aggregated and the economic characteristics (i.e., sales and gross margins) used to assess
whether the segments are ‘similar’.

e The reconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities.

This improvement has no impact on the Company since the reconciliation of segment assets to
total assets have been consistently disclosed in prior years as this is reported to the BOD, the
Company’s chief operating decision maker.

e PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Revaluation Method
- Proportionate Restatement of Accumulated Depreciation and Amortization
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset
may be revalued by reference to the observable data on either the gross or the net carrying
amount. In addition, the accumulated depreciation or amortization is the difference between
the gross and carrying amounts of the asset. The adoption of this amendment did not have any



impact in the parent company financial statements as the Company’s property, plant and
equipment and intangible assets are not carried at revalued amounts.

PAS 24, Related Party Disclosures - Key Management Personnel

The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the
related party disclosures. In addition, an entity that uses a management entity is required to
disclose the expenses incurred for management services.

Annual Improvements to PFRSs (2011-2013 Cycle)
These improvements are effective from July 1, 2014. Unless otherwise stated, these amendments
have no impact on the parent company financial statements. They include:

PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:

e Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
e This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.

PFRS 13, Fair Value Measurement - Portfolio Exception

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied not only to financial assets and financial liabilities, but also to other contracts
within the scope of PAS 39.

PAS 40, Investment Property

The description of ancillary services in PAS 40 differentiates between the investment property
and owner-occupied property (i.e., property, plant and equipment). The amendment is applied
prospectively and clarifies that PFRS 3, and not the description of ancillary services in PAS
40, is used to determine if the transaction is the purchase of an asset or business combination.
The description of ancillary services in PAS 40 only differentiates between investment
property and owner-occupied property (i.e., property, plant and equipment).

Current versus Noncurrent Classification

The Company presents assets and liabilities in the parent company statement of financial position
based on current or noncurrent classification. An asset is classified as current when it is:

Expected to be realized or intended to be sold or consumed in normal operating cycle

Held primarily for the purpose of trading

Expected to be realized within twelve months after the reporting period or

Cash and cash equivalent unless restricted from being exchanged or used to settle a liability
for at least twelve months after the reporting period

All other assets are classified as noncurrent.

A liability is classified as current when:

It is expected to be settled in normal operating cycle
It is held primarily for the purpose of trading
It is due to be settled within twelve months after the reporting period or
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e There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period.

The Company classifies all other liabilities as noncurrent.

Financial Instruments

Financial instruments are recognized in the parent company statement of financial position when
the Company becomes a party to the contractual provisions of the instrument. The Company
determines the classification of its financial assets on initial recognition and, where allowed and
appropriate, re-evaluates this designation at each reporting date.

All regular way purchases and sales of financial assets are recognized on the settlement date.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the period generally established by regulation or convention in the market place.

Financial instruments are recognized initially at fair value of the consideration given (in the case
of an asset) or received (in the case of a liability). Except for financial assets at fair value through
profit or loss (FVPL), the initial measurement of financial assets includes transaction costs.

Financial assets under PAS 39, are classified as either financial assets at FVPL, loans and
receivables, held-to-maturity (HTM) investments or AFS financial assets. The Company’s
financial assets are of the nature of loans and receivables and AFS financial assets. As of
December 31, 2015 and 2014, the Company has no outstanding financial assets at FVPL and HTM
investments.

Under PAS 39, financial liabilities are classified as FVPL or other financial liabilities. The
Company’s financial liabilities are of the nature of other financial liabilities. As of
December 31, 2015 and 2014, the Company has no outstanding financial liabilities at FVPL.

Loans and Receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted
in an active market. These are not entered into with the intention of immediate or short-term
resale and are not classified as financial assets held for trading, designated as AFS financial assets
or designated at FVPL. This accounting policy relates to “Cash”, “Trade and other receivables”
and “Due from related parties” accounts in the parent company statement of financial position.

Loans and receivables are recognized initially at fair value, which normally pertains to the billable
amount. After initial measurement, loans and receivables are subsequently measured at amortized
cost using the effective interest method, less allowance for impairment losses. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that are an
integral part of the effective interest rate. The amortization, if any, is included in the “Interest
income” account in the parent company statement of income. The losses arising from impairment
of loans and receivables are recognized in the parent company statement of income. The level of
allowance for impairment losses is evaluated by management on the basis of factors that affect the
collectability of accounts (see accounting policy on Impairment of Financial Assets). Loans and
receivables are classified as current assets when it is expected to be realized within 12 months
from the reporting date or within the normal operating cycle, whichever is longer.

AFS Financial Assets

AFS financial assets are those investments which are designated as such or do not qualify to be
classified as designated as FVPL, HTM investments or loans and receivables. They are purchased
and held indefinitely and may be sold in response to liquidity requirements or changes in market
conditions.
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After initial measurement, AFS financial assets are subsequently measured at fair value. The
unrealized gains and losses arising from the fair valuation of AFS financial assets are excluded,
net of tax, from reported earnings and are reported as a separate account (net of tax where
applicable) in the equity section of the parent company statement of financial position.

When the investment is disposed of, the cumulative gains or losses previously recognized in
equity is recognized in the parent company statement of income. Dividends earned on holding
AFS financial assets are recognized when the right of payment has been established. The losses
arising from impairment of such investments are recognized as provision for impairment losses in
the parent company statement of income.

Equity securities classified as AFS financial assets that do not have quoted market price in an
active market and whose fair value cannot be reliably measured are carried at cost.

This accounting policy relates to the Company’s investment in Now Telecom.

Other Financial Liabilities

Issued financial instruments or their components, which are not designated at FVPL, are classified
as other financial liabilities, where the substance of the contractual arrangement results in the
Company having an obligation either to deliver cash or another financial asset to the holder, or to
satisfy the obligation other than by the exchange of a fixed amount of cash or another financial
asset for a fixed number of own equity shares. The components of issued financial instruments
that contain both liability and equity elements are accounted for separately, with the equity
component being assigned the residual amount after deducting from the instrument as a whole, the
amount separately determined as the fair value of the liability component on the date of issue.

After initial measurement, other financial liabilities are subsequently measured at amortized cost
using the effective interest method. Amortized cost is calculated by taking into account any
discount or premium on the issue and fees that are an integral part of the effective interest rate.

This accounting policy applies primarily to the Company’s “Accounts payable and accrued
expenses”, “Due to related parties”, “Loans payable”, “Obligation under finance lease” and other
obligations that meet the above definition (other than liabilities covered by accounting standards,
such as income tax payable). Other financial liabilities are classified as current liabilities when it
is expected to be settled within 12 months from the reporting date or the Company has an
unconditional right to defer settlement for at least 12 months from the reporting date.

Creditable Withholding Taxes (CWTs)

CWTs, included under “Other current assets” account in the parent company statement of
financial position, are amount withheld from income subject to expanded withholding taxes.
CWTs can be utilized as payment for income taxes provided that these are properly supported by
certificates of creditable tax withheld at source subject to the rules on Philippine income taxation.
CWTs which are expected to be utilized as payment for income taxes within twelve months are
classified as current asset. CWTs are stated at NRV.

Input VAT
Input VAT represents tax imposed on purchases of services related to the Parent’s Company’s

VATable services. It is carried at cost less any impairment allowance.



Fair Value Measurement

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

e In the principal market for the asset or liability, or
o In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

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

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

e Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

e Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable

e Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognized in the parent company financial statements on a
recurring basis, the Company determines whether transfers have occurred between Levels in the
hierarchy by re-assessing categorization (based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each reporting period.

Impairment of Financial Assets

Carried at Amortized Cost

The Company assesses at each reporting date whether there is objective evidence that a financial
or group of financial assets is impaired.

If there is objective evidence that an impairment loss on financial assets carried at amortized cost
(e.g., receivables) has been incurred, the amount of the loss is measured as the difference between
the assets carrying amount and the present value of estimated future cash flows discounted at the
asset’s original effective interest rate. Time value is generally not considered when the effect of
discounting is not material. The carrying amount of the asset shall be reduced either directly or
through the use of an allowance account. The amount of the loss shall be recognized in the parent
company statement of income.

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, the asset
is included in a group of financial assets with similar credit risk characteristics and that Group of
financial assets is collectively assessed for impairment.
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Those characteristics are relevant to the estimation of future cash flows for group of such assets by
being indicative of the debtors’ ability to pay all amounts due according to the contractual terms of
the assets being evaluated. Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognized are not included in a collective assessment of
impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed. Any subsequent reversal of an impairment loss is
recognized in the parent company statement of income, to the extent that the carrying value of the
asset does not exceed its amortized cost at the reversal date.

AFS Financial Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value cannot be reliably measured, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the current market rate of return for a similar financial asset.

Derecognition of Financial Assets and Liabilities

Financial Assets

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar
financial assets) is derecognized where:

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

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

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

Where the Company has transferred its rights to receive cash flows from an asset or has entered
into a ‘pass-through’ arrangement and has neither transferred nor retained substantially all the
risks and rewards of the asset nor transferred control of the asset, the asset is recognized to the
extent of the Company’s continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that the Company could be
required to repay.

Where continuing involvement takes the form of a written and/or purchased option (including a
cash-settled option or similar provision) on the transferred asset, the extent of the Company’s
continuing involvement is the amount of the transferred asset that the Company may repurchase,
except that in the case of a written put option (including a cash-settled option or similar provision)
on an asset measured at fair value, the extent of the Company’s continuing involvement is limited
to the lower of the fair value of the transferred asset and the option exercise price.

On derecognition of a financial asset in its entirety, the difference between the carrying amount
and the sum of (a) the consideration received (including any new asset obtained less any new
liability assumed) and (b) any cumulative gain or loss that has been recognized directly in equity
is recognized in the parent company statement of income.



Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the statement of income.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the parent
company statement of financial position if, and only if, there is a currently enforceable legal right
to offset the recognized amounts and there is an intention to settle on a net basis, or to realize the
asset and settle the liability simultaneously. The Company assesses that it has a currently
enforceable right of offset if the right is not contingent on a future event, and is legally enforceable
in the normal course of business, event of default, and event of insolvency or bankruptcy of the
Company and all of the counterparties.

Investments in Subsidiaries

Investments in subsidiaries are accounted for under the cost method of accounting, less any
impairment losses. Dividend income is recognized when the Company’s right to receive payment
is established.

The Company controls an investee if and only if the Company has:

e Power over the investee (i.e. existing rights that give it the current ability to direct the relevant
activities of the investee);

e Exposure, or rights, to variable returns from its involvement with the investee; and

e The ability to use its power over the investee to affect its returns.

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

o The contractual arrangement with the other vote holders of the investee;
e Rights arising from other contractual arrangements; and
e The Company’s voting rights and potential voting rights.

Investment in Associate

The Company’s investment in associate is accounted for under the cost method of accounting. An
associate is an entity in which the Company has significant influence and which is neither a
subsidiary nor a joint venture.

Under the cost method, the investment in the associate is carried in the parent company statement
of financial position at cost plus post-acquisition changes arising only from additional investments
less subsequent withdrawal of shares. The Company recognizes income from the investment only
to the extent that the Company receives distributions from accumulated profits of the investee
arising after the date of acquisition. Distributions received in excess of such profits are regarded
as a recovery of investment and are recognized as a reduction of the cost of the investment. After
application of the cost method, the Company determines whether it is necessary to recognize any
additional impairment loss with respect to the Company’s net investment in the associate.
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The reporting dates of the associate and the Company are identical and the associate’s accounting
policies conform to those used by the Company for like transactions and events in similar
circumstances.

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. The initial cost of property and equipment consists of purchase price,
including import duties, nonrefundable purchase taxes and any directly attributable costs of
bringing the asset to its working condition and location for its intended use. Such cost includes
the cost of replacing part of such property and equipment if the recognition criteria are met.

Depreciation is computed on a straight-line basis over the estimated useful lives of the property
and equipment as follows:

Years
Transportation equipment 5
Office equipment 2
Furniture and fixtures 2

Leasehold improvements are depreciated over their useful lives of 5 years or the term of the lease,
whichever is shorter.

The residual values, useful lives and depreciation method are reviewed periodically to ensure that
the periods and method of depreciation are consistent with the expected pattern of economic
benefits from items of property and equipment.

Fully depreciated assets are maintained in the accounts until these are no longer in use. When
assets are retired or otherwise disposed of, the cost, related accumulated depreciation and any
allowance for impairment losses are removed from the accounts and any resulting gain or loss
(calculated as the difference between the net disposal proceeds and the carrying amount of the
item) is credited to or charged against current operations.

Computer Software

Computer software is initially recognized at cost. Following initial recognition, the computer
software is carried at cost less accumulated amortization and any accumulated impairment in
value.

The computer software is amortized on a straight-line basis over its estimated useful economic life
of three years and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortization commences when the computer software is available for use.
The amortization period and the amortization method for the computer software are reviewed at
each financial year end. Changes in the estimated useful life is accounted for by changing the
amortization period or method, as appropriate, and treated a changes in accounting estimates.

The amortization expense is recognized in “Depreciation and amortization” account in the parent
company statement of income.

Impairment of Nonfinancial Assets

Property and Equipment and Other Nonfinancial Assets

The Company assesses at each reporting date whether there is an indication that its property and
equipment and other nonfinancial assets may be impaired when events or changes in
circumstances indicate that the carrying values may not be recoverable. If any such indication
exists or when annual impairment testing for an asset is required, the Company makes an estimate
of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or
CGU’s fair value less costs to sell and its value in use and is determined for an individual asset,
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unless the asset does not generate cash inflows that are largely independent of those from other
assets. Where the carrying values exceed the estimated recoverable amount, the assets or CGUs
are written down to their estimated recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset.
Impairment losses of continuing operations are recognized in the parent company statement of
income in those expense categories consistent with the function of the impaired nonfinancial asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognized impairment loss is reversed
only if there has been a change in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognized. If that is the case, the carrying amount of the asset
is increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognized for
the asset in prior years. Such reversal is recognized in the statement of income.

Investments in Subsidiaries and Associate

The Company determines whether it is necessary to recognize any additional impairment loss with
respect to the Company’s net investment in subsidiaries and associate. The Company determines
at each financial reporting date whether there is any objective evidence that these investments are
impaired. If this is the case, the Company calculates the amount of impairment as being the
difference between the fair value of the subsidiaries and associate and its respective acquisition
costs and recognizes the impairment in the parent company statement of income.

Common Stock

The Company has issued capital stocks that are classified as equity. Incremental costs directly
attributable to the issuance of new shares or options are shown in equity as a deduction from
proceeds. The excess of proceeds from issuance of share over the par value are credited to share
premium.

Deficit

The amount included in deficit includes profits and losses attributable to the Company’s
stockholders and reduced by dividends. Dividends are recognized as a liability and deducted
from equity when they are approved by the Company’s stockholders. Dividends for the year
that are approved after the reporting date are dealt with as an event after the reporting date.
Deficit may also include effect of changes in accounting policy as may be required by the
standard’s transitional provisions.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the amount of revenue can be reliably measured, regardless of when the payment is
being made. Revenue is measured at the fair value of the consideration received or receivable,
taking into account contractually defined terms of payment and excluding taxes or duty. The
Company assesses its revenue arrangements against specific criteria in order to determine if it is
acting as principal or agent.

The following specific recognition criteria must also be met before revenue is recognized:

Sale of Goods
Sale of goods is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyers and the amount of revenue can be measured reliably. Net sales is measured at
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the fair value of the consideration received, excluding sales taxes, discounts, returns and rebates, if
any.

Service, Marketing, Management and Consultancy Fees
Fees are recognized when the related services have been rendered.

Interest
Interest income is recognized as interest accrues using the effective interest method.

Cost and Expenses

Cost and expenses are decreases in economic benefits during the accounting period in the form of
outflows or decrease of assets or incurrence of liabilities that result in decreases in equity, other
than those relating to distributions to equity participants. Cost and expenses are recognized when
the services are used or the expenses are incurred.

Cost of Sales
Cost of sales is recognized when the significant risks and rewards of ownership of the goods have
passed to the buyer upon delivery.

Cost of Services
Cost of services are direct costs incurred in relation to service revenues. This mainly consists of
outside services and advertising and promotions.

General and Administrative Expenses

General and administrative expenses consist of expenses incurred in the direction and general
administration of day-to-day operation of the Company and are generally recognized when the
services are used or the expenses arise.

Income Taxes

Current Income Tax

Current income tax liabilities for the current and prior periods are measured at the amount
expected to be paid to the tax authority. The tax rates and tax laws used to compute the amount
are those that have been enacted or substantively enacted at the reporting date.

Deferred Income Tax

Deferred income tax is provided, using the liability method, on all temporary differences at the
statement of financial position date between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred income tax liabilities are recognized for all taxable temporary differences. Deferred
income tax assets are recognized for all deductible temporary differences and carry forward
benefits of unused tax credits in the form of net operating loss carryover (NOLCO) and minimum
corporate income tax (MCIT) to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences can be utilized.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred income tax assets to be utilized. Unrecognized deferred income tax assets
are reassessed at reporting date and are recognized to the extent that it has become probable that
future taxable profit will allow the deferred income tax assets to be recovered. Deferred income
tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realized or the liability is settled based on tax rates (and tax laws) that have been
enacted or substantively enacted as of the reporting date.
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Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at inception date and involves as assessment of whether the fulfilment of the
arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right
to use the asset.

Operating Leases

Operating leases represent those leases under which substantially all the risks and rewards of
ownership of the leased assets remain with the lessor. Lease payments under an operating lease are
recognized as an expense on a straight-line bases over the terms of the lease.

Finance Lease Commitments - Company as Lessee

Finance leases which transfer to the Company substantially all the risks and benefits incidental to
ownership of the leased item, are capitalised at the commencement of the lease at the fair value of
the leased property or, if lower, at the present value of the minimum lease payments. Lease
payments are apportioned between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are
recognised as finance costs in the parent company statement of income.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable
certainty that the Company will obtain ownership by the end of the lease term, the asset is
depreciated over the shorter of the estimated useful life of the asset and the lease term.

Foreign Currency Translations

Transactions in foreign currencies are recorded using the exchange rate prevailing at the date of
the transaction. Monetary assets and liabilities denominated in foreign currencies are restated
using the rate of exchange prevailing at the reporting date. Foreign exchange differences between
rate at transaction date and rate at settlement date or financial statement date are credited to or
charged against current operations.

Provisions

Provisions, if any, are recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of
the amount of the obligation. If the effect of the time value of money is material, provisions are
made by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is recognized
as an interest expense.

Where the Company expects some or all of a provision to be reimbursed, the reimbursement is
recognized as a separate asset but only when the reimbursement is virtually certain. The expense
relating to any provision is presented in the parent company statement of income, net of any
reimbursement.

Contingencies
Contingent liabilities are not recognized in the parent company financial statements. These are

disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the parent company financial statements but
disclosed in the notes to parent company financial statements when an inflow of economic benefit
is probable.
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Earnings Per Share (EPS)

Basic EPS is computed by dividing net income for the year attributable to common stockholders by
the weighted average number of common shares issued and outstanding during the year adjusted for
any subsequent stock dividends declared. Diluted EPS is computed by dividing net income for the
year by the weighted average number of common shares issued and outstanding during the year after
giving effect to assumed conversion of potential common shares.

Segment Reporting
For management purposes, the Company’s operating segments are organized and managed
separately according to the nature of the services offered.

The Company’s identified operating segments, which are consistent with the segments reported in
the BOD, which is the Company’s chief operating decision maker. Financial information on the
operating segments are presented in Note 18.

Events After the Financial Reporting Date

Events after the financial reporting date that provide additional information about the Company’s
financial position at the financial reporting date (adjusting events) are reflected in the parent
company financial statements. Events after the financial reporting date that are not adjusting
events are disclosed in the notes to the parent company financial statements.

Future Changes in Accounting Policies

The Company will adopt the following standards and interpretations and assess their impact when
these become effective. Except as otherwise indicated, the Company does not expect the adoption
of these standards and interpretations to have significant impact on its financial statements.

Deferred

e Philippine Interpretation IFRIC 15, Agreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The interpretation
requires that revenue on construction of real estate be recognized only upon completion,
except when such contract qualifies as construction contract to be accounted for under
PAS 11, Construction Contracts, or involves rendering of services in which case revenue is
recognized based on stage of completion. Contracts involving provision of services with the
construction materials and where the risks and reward of ownership are transferred to the
buyer on a continuous basis will also be accounted for based on stage of completion. The
Philippine SEC and the FRSC have deferred the effectivity of this interpretation until the final
Revenue standard is issued by the International Accounting Standards Board (IASB) and an
evaluation of the requirements of the final Revenue standard against the practices of the
Philippine real estate industry is completed. Adoption of the interpretation when it becomes
effective will not be applicable to the Company as it is not under the real estate industry.

Effective January 1, 2016

e PFRS 10, Consolidated Financial Statements, and PAS 28, Investments in Associates and
Joint Ventures - Investment Entities: Applying the Consolidation Exception
(Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated
financial statements applies to a parent entity that is a subsidiary of an investment entity that
measures all of its subsidiaries at fair value and that only a subsidiary of an investment entity
that is not an investment entity itself and that provides support services to the investment
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entity parent is consolidated. The amendments also allow an investor (that is not an
investment entity and has an investment entity associate or joint venture), when applying the
equity method, to retain the fair value measurement applied by the investment entity associate
or joint venture to its interests in subsidiaries. These amendments are effective for annual
periods beginning on or after January 1, 2016. These amendments are not applicable to the
Company since none of the entities within the Company is an investment entity nor does the
Company have investment entity associates or joint venture.

PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements
(Amendments)
The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities
already applying PFRS and electing to change to the equity method in its separate financial
statements will have to apply that change retrospectively. For first-time adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of transition to PFRS. The amendments are effective for
annual periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments will not have any impact on the parent company financial statements.

PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations
(Amendments)
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business
must apply the relevant PFRS 3 principles for business combinations accounting. The
amendments also clarify that a previously held interest in a joint operation is not remeasured
on the acquisition of an additional interest in the same joint operation while joint control is
retained. In addition, a scope exclusion has been added to PFRS 11 to specify that the
amendments do not apply when the parties sharing joint control, including the reporting entity,
are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are prospectively
effective for annual periods beginning on or after January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Company.

PAS 1, Presentation of Financial Statements - Disclosure Initiative (Amendments)

The amendments are intended to assist entities in applying judgment when meeting the

presentation and disclosure requirements in PFRS. They clarify the following:

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

e That specific line items in the statement of income and other comprehensive income
(OCI) and the statement of financial position may be disaggregated

e That entities have flexibility as to the order in which they present the notes to financial
statements

e That the share of OCI of associates and joint ventures accounted for using the equity
method must be presented in aggregate as a single line item, and classified between those
items that will or will not be subsequently reclassified to profit or loss.

Early application is permitted and entities do not need to disclose that fact as the amendments
are considered to be clarifications that do not affect an entity’s accounting policies or
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accounting estimates. The Company is currently assessing the impact of these amendments on
its parent company financial statements.

PFRS 14, Regulatory Deferral Accounts

PFRS 14 is an optional standard that allows an entity, whose activities are subject to
rate-regulation, to continue applying most of its existing accounting policies for regulatory
deferral account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14
must present the regulatory deferral accounts as separate line items on the statement of
financial position and present movements in these account balances as separate line items in
the statement of income and OCI. The standard requires disclosures on the nature of, and risks
associated with, the entity’s rate-regulation and the effects of that rate-regulation on its
financial statements. PFRS 14 is effective for annual periods beginning on or after January 1,
2016. Since the Company is an existing PFRS preparer, this standard would not apply.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants
(Amendments)
The amendments change the accounting requirements for biological assets that meet the
definition of bearer plants. Under the amendments, biological assets that meet the definition of
bearer plants will no longer be within the scope of PAS 41. Instead, PAS 16 will apply. After
initial recognition, bearer plants will be measured under PAS 16 at accumulated cost (before
maturity) and using either the cost model or revaluation model (after maturity). The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less costs to sell. For government grants related to bearer
plants, PAS 20, Accounting for Government Grants and Disclosure of Government
Assistance, will apply. The amendments are retrospectively effective for annual periods
beginning on or after January 1, 2016, with early adoption permitted. These amendments are
not expected to have any impact to the Company as the Company does not have any bearer
plants.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of
economic benefits that are generated from operating a business (of which the asset is part)
rather than the economic benefits that are consumed through use of the asset. As a result, a
revenue-based method cannot be used to depreciate property, plant and equipment and may
only be used in very limited circumstances to amortize intangible assets. The amendments are
effective prospectively for annual periods beginning on or after January 1, 2016, with early
adoption permitted. These amendments are not expected to have any impact to the Company
given that the Company has not used a revenue-based method to depreciate its noncurrent
assets.

Annual Improvements to PFRSs (2012-2014 cycle)
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning
on or after January 1, 2016 and are not expected to have a material impact on the Company.

They include:

PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in
Methods of Disposal

The amendment is applied prospectively and clarifies that changing from a disposal through

sale to a disposal through distribution to owners and vice-versa should not be considered to be
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a new plan of disposal, rather it is a continuation of the original plan. There is, therefore, no
interruption of the application of the requirements in PFRS 5. The amendment also clarifies
that changing the disposal method does not change the date of classification.

o PFRS 7, Financial Instruments: Disclosures - Servicing Contracts
PFRS 7 requires an entity to provide disclosures for any continuing involvement in a
transferred asset that is derecognized in its entirety. The amendment clarifies that a servicing
contract that includes a fee can constitute continuing involvement in a financial asset. An
entity must assess the nature of the fee and arrangement against the guidance in PFRS 7 in
order to assess whether the disclosures are required. The amendment is to be applied such that
the assessment of which servicing contracts constitute continuing involvement will need to be
done retrospectively. However, comparative disclosures are not required to be provided for
any period beginning before the annual period in which the entity first applies the
amendments.

o PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial
Statements
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and financial liabilities are not required in the condensed interim financial
report unless they provide a significant update to the information reported in the most recent
annual report.

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

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

Effective January 1, 2018

e PFRS 9, Financial Instruments
The new standard (renamed as PFRS 9) reflects all phases of the financial instruments project
and replaces PAS 39, Financial Instruments: Recognition and Measurement, and all previous
versions of PFRS 9. The standard introduces new requirements for classification and
measurement, impairment and hedge accounting. PFRS 9 is effective for annual periods
beginning on or after January 1, 2018, with early application permitted. Retrospective
application is required, but providing comparative information is not compulsory. For hedge
accounting, the requirements are generally applied prospectively, with some limited
exceptions. Early application of previous versions of PFRS 9 (2009, 2010 and 2013) is
permitted if the date of initial application is before February 1, 2015. The Company did not
early adopt PFRS 9.

The adoption of PFRS 9 will have an effect on the classification and measurement of the
Company’s financial assets but will have no impact on the classification and measurement of
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the Company’s financial liabilities. The adoption will also have an effect on the Company’s
application of hedge accounting and on the amount of its credit losses. The Company is
currently assessing the impact of adopting this standard.

In addition, the IASB has issued the following new standards that have not yet been adopted
locally by the SEC and the FRSC.

e International Financial Reporting Standard (IFRS) 15, Revenue from Contracts with
Customers
IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers. Under IFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services to a customer. The principles in IFRS 15 provide a more
structured approach to measuring and recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under IFRS. Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018 with early adoption
permitted. The Company is currently assessing the impact of IFRS 15 and plans to adopt the
new standard on the required effective date once adopted locally.

e JFRS 16, Leases
On January 13, 2016, the IASB issued its new standard, IFRS 16 which replaces International
Accounting Standards (IAS) 17, the current leases standard, and the related interpretations.
Under the new standard, lessees will no longer classify their leases as either operating or
finance leases in accordance with IAS 17. Rather, lessees will apply the single-asset model.
Under this model, lessees will recognize the assets and related liabilities for most leases on
their statement of position, and subsequently, will depreciate the lease assets and recognize
interest on the lease liabilities in their profit or loss. Leases with a term of 12 months or less
or for which the underlying asset is of low value are exempted from these requirements.

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

The new standard is effective for annual periods beginning on or after January 1, 2019.
Entities may early adopt IFRS 16 but only if they have also adopted IFRS 15. When adopting
IFRS 16, an entity is permitted to use either a full retrospective or a modified retrospective
approach, with options to use certain transition reliefs. The Company is currently assessing the
impact of IFRS 16 and plans to adopt the new standard on the required effective date once
adopted locally.

Significant Accounting Judgements and Estimates

The parent company financial statements prepared in accordance with PFRS require management
to make judgments and estimates that affect amounts reported in the parent company financial
statements and related notes. The judgments and estimates used in the parent company financial
statements are based upon management’s evaluation of relevant facts and circumstances as of the
date of the parent company financial statements. Actual results could differ from such estimates.
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Judgments
In the process of applying the Company’s accounting policies, management has made judgments,

apart from those involving estimation, which have the most significant effect on the amounts
recognized in the parent company financial statements.

Operating Lease - Company as Lessee

The Company has entered into a commercial property lease on its office. The Company has
determined that it does not retain all the significant risks and rewards of ownership of the
properties which are leased under operating lease arrangements.

Finance Lease Commitments - Company as Lessee

The Company has entered into leases of transportation equipment. The Company has determined
that these leases are finance leases since the significant risks and rewards of ownership related to
these properties are transferred to the Company from the date of the lease agreement.

Estimates

The key assumptions concerning the future and other key sources of estimation uncertainty at the
statement of financial position date that have a significant risk causing material adjustments to the
carrying amounts of the assets and liabilities within the next financial years are discussed below:

Estimating Allowance for Impairment of Trade and Other Receivables and Due from Related
Parties.

The Company assesses at each reporting date whether there is any objective evidence that a

financial asset is impaired. To determine whether there is objective evidence of impairment, the

Company considers factors such as the probability of insolvency or significant financial

difficulties of the debtor and default or significant delay in payments.

Where there is objective evidence of impairment, the amount and timing of future cash flows are
estimated based on age and status of the financial asset, as well as on historical loss experience.
Allowance for impairment loss is provided when management believes that the balance cannot be
collected or realized after exhausting all efforts and courses of action. The Company recognized
provision on impairment loss on receivables amounting to £3,019,167 and £6,619,366 in 2015 and
2014, respectively (see Note 4). Allowance for impairment loss on receivables amounted to
£12,101,974 and £9,082,807 as of December 31, 2015 and 2014, respectively.

The aggregate carrying value of trade and other receivables and due from related parties amounted
to 157,807,439 and 120,746,484 as of December 31, 2015 and 2014, respectively
(see Notes 4 and 9).

Estimating Impairment of Investments and Advances
Valuation of unquoted equity investments is normally based on one of the following:

e recent arm’s-length market transactions;

e current fair value of another instrument that is substantially the same

e the expected cash flows discounted at current rates applicable for investments with similar
terms and risk characteristics; or

e other valuation models.

Investments in investments and advances are reviewed for impairment whenever events or

changes in circumstances indicate that the carrying amount may not be recoverable. The amount
of the impairment loss is measured as the difference between the carrying amount of the financial
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asset and the present value of estimated future cash flows discounted at the current market rate of
return for a similar financial asset. The cash flows are derived from the projection for the next
five years as well as the terminal value at the end of five years. The recoverable amount is most
sensitive to changes in the discount rate and growth rates used in the discounted cash flows.

No impairment loss was recognized on the investments and advances. The carrying amount of
investments and advances amounted to 1,327,582,024 as of December 31, 2015 and 2014
(see Note 6).

Estimating Useful Lives of Property and Equipment and Computer Software

The Company estimates the useful lives of property and equipment and computer software based
on the period over which the assets are expected to be available for use. The estimated useful
lives of property and equipment and computer software are reviewed periodically and are updated
if expectations differ from previous estimates due to physical wear and tear, technical or
commercial obsolescence and legal or other limits on the use of the assets. In addition, the
Company’s estimation of the useful lives of property and equipment and computer software is
based on collective assessment of industry practice, internal technical evaluation and experience
with similar assets. It is possible, however, that future results of operations could be materially
affected by changes in estimates brought about by changes in factors mentioned above. The
amounts and timing of recorded expenses for any period would be affected by changes in these
factors and circumstances. Depreciation and amortization charged to operations amounted to
P3,567,678 and £4,974,469 for the years ended December 31, 2015 and 2014, respectively

(see Note 14). The aggregate net book values of property and equipment and computer software
amounted to £2,432,240 and £5,760,840 as of December 31, 2015 and 2014, respectively

(see Note 7).

Estimating Impairment of Property and Equipment and Computer Software

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

» Significant underperformance relative to expected historical or projected future operating
results;

» Significant changes in the manner of use of the acquired assets or the strategy for overall
business; and

» Significant negative industry or economic trends.

An impairment loss is recognized whenever the carrying amount of an asset exceeds its
recoverable amount. The estimated recoverable amount is the higher of an asset’s fair value less
costs to sell and value in use. The fair value less costs to sell is the amount obtainable from the
sale of an asset in an arm’s length transaction while value in use is the present value of estimated
future cash flows expected to arise from the continuing use of an asset and from its disposal at the
end of its useful life. Recoverable amounts are estimated for individual assets or, if it is not
possible, for the CGU to which the asset belongs. For impairment loss on specific assets, the
estimated recoverable amount represents the net fair value less costs to sell.

In determining the present value of estimated future cash flows expected to be generated from the
continued use of the assets, the Company is required to make estimates and assumptions that can
materially affect the parent company financial statements. The aggregate amount of property and
equipment and computer software amounted to 2,432,240 and £5,760,840 as of

December 31, 2015 and 2014, respectively (see Note 7)
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Estimating Realizability of Deferred Income Tax Assets

The Company reviews the carrying amounts of deferred income tax assets at each reporting date
and reduces the amounts to the extent that it is no longer probable that sufficient taxable profit will
be available to allow all or part of the deferred income tax assets to be utilized. However, there is
no assurance that the Company will generate sufficient taxable profit to allow all or part of its

deferred income tax assets to be utilized.

The Company did not recognize deferred income tax assets on temporary differences and
carryforward benefits of unused NOLCO, allowance for impairment losses and unused tax credits
from excess MCIT amounting to £71,395,455 and £146,026,326 as of December 31, 2015 and
2014, respectively (see Note 15). The Company believes that it is not probable that sufficient
taxable profit will be available to allow all or part of the deferred income tax assets to be utilized.

Trade and Other Receivables

2015 2014

Trade:
Related party (see Note 9) £66,951,927 £34,429,919
Third party 15,405,471 10,067,886
Advances to officers and personnel 1,118,395 1,275,052
Others (see Notes 6 and 9) 2,211,771 2,211,771
85,687,564 47,984,628
Less allowance for impairment loss 12,101,974 9,082,807

P73,585,590 P38,901,821

Trade and nontrade receivables from third parties are noninterest-bearing and are generally on

30 to 60 days’ term.

Trade receivables from related parties are unsecured, noninterest-bearing and are to be settled

upon demand.

In addition, the Company has an outstanding loan receivable from Holy Cow Animation, Inc.
(Holy Cow) amounting to £2,211,771 as of December 31, 2015 and 2014 (see Note 9).

Movements in allowance for impairment loss on trade receivables are as follows:

2015 2014
Balance at beginning of year $£9,082,807 P2,463,441
Provisions (see Note 14) 3,019,167 6,619,366
Balance at end of year P12,101,974 £9,082,807
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5. Other Current Assets
2015 2014
CWT (net of allowance for impairment losses
amounting to £706,270 and 547,503 in 2015
and 2014, respectively) P615,080 P536,211
Input VAT - net 526,205 435,960
Prepayments 135,090 118,678
P1,276,375 £1,090,849
Movements in allowance for impairment loss on CWT are as follows:
2015 2014
Balance at beginning of year £547,503 P-
Provisions (see Note 14) 158,767 547,503
Balance at end of year £706,270 £547,503
6. Investments and Advances
The Company has investments in the following companies:
2015 2014
AFS financial assets £1,289,278,350 $£1,289,278,350
Investments in:
Subsidiaries (net of allowance for impairment
loss of £23,400,000 in 2015 and 2014) 6,634,131 3,634,131
Associate (net of allowance for impairment loss
of £2,923,275 in 2015 and 2014) 3,076,725 3,076,725
Advances 28,592,818 31,592,818
P1,327,582,024 £1,327,582,024
Investments
Percentage of
Ownership Cost
Name of Companies 2015 2014 2015 2014
Subsidiaries
I-Resource Consulting International, Inc. 100% 100% £3,250,000 £250,000
(I-Resource)
J-Span IT Services, Inc. (JSIT) 100% 100% 2,634,131 2,634,131
I-Professional Search Network, Inc. 100% 100% 500,000 500,000
(I-Professional)
Porteon SEA, Inc. (Porteon) 100% 100% 250,000 250,000
Softrigger Interactive, Inc. (Softrigger) 67% 67% 23,400,000 23,400,000

Associate

Softweb Consulting, Inc. (Softweb) 50% 50% 6,000,000 6,000,000
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As of December 31, 2015 and 2014, investment in Softrigger has been fully-impaired.

As of December 31, 2015 and 2014, impairment on investment with Softweb amounts to
£2,923,275.

On March 17, 2011, the Company’s BOD confirmed/ratified the establishment of the Company’s
wholly-owned subsidiary named JSIT in Tokyo, Japan. The primary purpose of JSIT is to provide
IT services.

On May 25, 2011, the SEC approved the incorporation of I-Resource Consulting International,
Inc. as a wholly-owned subsidiary of the Company. The primary purpose of I-Resource is to
provide consulting, technical advice and professional advisory services to persons, firms,
association, corporations, partnerships and other entities.

On June 10, 2011, the SEC approved the incorporation of Porteon SEA, Inc., a wholly-owned
subsidiary of the Company with the primary purpose of engaging in the business of
manufacturing, marketing and selling of vehicles of all types, including but not limited to electric
vehicles.

On August 15, 2012, the SEC approved the incorporation of I-Professional Search Network Inc., a
wholly-owned subsidiary of the Company. The primary purpose of I-Professional is the
recruitment and placement of workers in the Philippines.

Advances
2015 2014
Thumbmob Philippines, Inc. (Thumbmaob) 14,344,369  P14,344,369
Holy Cow 9,248,449 9,248,449
Softweb 5,000,000 5,000,000
I-Resource - 3,000,000

P28,592,818  £31,592,818

Advances pertain to the deposits made for the subscription to the proposed increase in authorized
capital stock.

On December 27, 2013, the Company advanced £3,000,000 to I-Resource to pay up the
Company’s subscription of 110,000 shares at 100 per share on the proposed increase in
authorized capital stock of [-Resource by 11,000,000 from £1,000,000 to £12,000,000 or
increase by 110,000 shares at 100 per share from 10,000 shares at 2100 per share to 120,000
shares at 100 per share. In 2015, upon approval by the SEC on the application for increase in the
authorized capital stock of I-Resource, the deposit for future stock subscription was converted to
equity for the subscribed capital stock of 110,000 I-Resource shares with a par value of £100
amounting to £11,000,000.

As of December 31, 2015 and 2014, advances to Softweb amounted to £5,000,000. This pertains
to deposits for future stock subscriptions in Softweb pending the latter’s increase in authorized

capital stock.

The Company entered into agreements with Thumbmob and Holy Cow for the subscription of
Thumbmob and Holy Cow shares amounting to £23,592,818 in 2015 and 2014, respectively.
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These are currently recorded under “Investments and advances” in the parent company statements
of financial position pending the increase in the authorized capital stock of the investee
companies. The applications for the increase in authorized capital stock are not yet filed with the
SEC.

AFS Financial Assets
The Company has an investment in NOW Telecom classified as AFS financial assets.

On April 28, 2006, the Company entered into a MOA with NOW Telecom and the NOW Telecom
stockholders to swap or exchange shares of stock.

Under the MOA, there shall be a new issuance of shares of stock by the Company in exchange
solely for NOW Telecom shares owned and controlled by the NOW Telecom stockholders. The
agreed upon swap of shares was subject to certain conditions, including necessary corporate and
regulatory approvals. The MOA was approved by the stockholders during the Company’s

June 2, 2006 Annual Stockholders’ Meeting,

However, certain amendments were subsequently made to the MOA in view of the fact that upon
further consultation with the PSE, it was determined that the Company could not revise its primary
purpose at that time. Hence, the stockholders approved the amendment in the MOA that there will
be no change in the primary purpose of the Company. In addition, the stockholders also approved
the proposal that the Company shall acquire only 19% equity interest in NOW Telecom and not
97%, as originally intended. As a result, NOW Telecom stockholders will transfer to the
Company 2,656,580 NOW Telecom shares in exchange for new shares of the Company with an
aggregate value of £1,289,278,350 or effectively at a price of £485.32 per NOW Telecom share.

To comply with the provisions of the amended MOA, the Company increased its authorized
capital stock to accommodate the foregoing transaction (see Note 12).

In September 2006, the SEC issued Certificate of Approval of Valuation of Shares of Stock of
NOW Telecom and Certificate of Increase in Capital Stock of the Company.

As mentioned in Note 1, in 2008, the PSE approved the application for the listing of the additional
£1,289,278,350 common shares to cover the share-for-share swap transactions with NOW

Telecom shareholders.

As of December 31, 2015 and 2014, the Company’s investment in NOW Telecom amounted to
£1,289,278,350.
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7. Property and Equipment

2015
Office Transportation Leasehold Furniture and
Equipment Equipment  Improvements Fixtures Total
Cost:
Balances at beginning of
year P5,954,358  P15,169,919 £3,325,710 £730,199 $25,180,186
Additions 239,078 - - - 239,078
Balances at end of year 6,193,436 15,169,919 3,325,710 730,199 25,419,264
Accumulated depreciation:
Balances at beginning of
year 5,749,580 12,206,516 1,400,061 320,226 19,676,383
Depreciation and
amortization
(see Note 14) 243,449 2,588,485 500,722 108,118 3,440,774
Balances at end of year 5,993,029 14,795,001 1,900,783 428,344 23,117,157
Net book values £200,407 £374,918 P£1,424,927 £301,855 $£2,302,107
2014
Office Transportation Leasehold  Furniture and
Equipment Equipment Improvements Fixtures Total
Cost:
Balances at beginning of
year P5,873,482  R15,169,919 P3.325,710 730,199 £25,099,310
Additions 80,876 - - - 80,876
Balances at end of year 5,954,358 15,169,919 3,325,710 730,199 25,180,186
Accumulated depreciation:
Balances at beginning of
year 4,736,006 9,056,032 899,339 212,108 14,903,485
Depreciation and
amortization
(see Note 14) 1,013,574 3,150,484 500,722 108,118 4,772,898
Balances at end of year 5,749,580 12,206,516 1,400,061 320,226 19,676,383
Net book values P204,778 P2,963,403 P1,925,649 P409,973  P5,503,803

Transportation equipment includes vehicles under a finance lease agreements. The aggregate
carrying value of leased transportation equipment as of December 31, 2015 and 2014 amounted to
nil and 801,146, respectively (see Note 10).

Cost of fully depreciated assets still in use amounted to £16,757,039 and £2,141,820 as of
December 31, 2015 and 2014, respectively.

Accounts Payable and Accrued Expenses

2015 2014

Trade payables:
Third parties P21,173,961 P8,703,228
Related parties (see Note 9) 14,482,595 17,508,619
Accrued interest (see Note 9) 59,903,586 59,903,586
Accrued expenses 5,374,460 4,193,200
Deferred output VAT 5,368,573 2,042,863
Withholding tax 544,618 490,159
£106,847,793 292,841,655
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Trade payables from third parties are noninterest-bearing and are generally on 30 to 60 days’ term.
Trade and nontrade payables from related parties are unsecured, noninterest-bearing and are to be
settled upon demand.

Related Party Transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control
or are controlled by or under common control with the Company, including holding companies,
subsidiaries and fellow subsidiaries, are related parties of the Company. Associates and
individuals owning, directly or indirectly, an interest in the voting power of the Company that
gives them significant influence over the enterprise, key management personnel, including
directors and officers of the Company and close members of the family of these individuals, and
companies associated with these individuals also constitute related parties. In considering each
possible related entity relationship, attention is directed to the substance of the relationship and not
merely the legal form.

In the normal course of business, the Company entered into transactions with related parties,
principally consisting of the following:

a. In 2005, the Company entered into an agreement to promote and market the
telecommunication services of NOW Telecom to the Company’s clients. Amounts due from
NOW Telecom as of December 31, 2015 and 2014 amounted to 230,538,160 and
P23,274,104, respectively. These advances are due and demandable.

b. On August 30, 2005, the Company entered into a Loan Agreement with IMX Broadband Inc.
(IBI) for research and development purposes in connection with IBI’s plan to expand its IT
platform and introduce IT-related products and services. The loan is subject to 9.0% interest
per annum and is payable no later than August 30, 2010. Partial pre-payments on the principal
may be made prior to this date. The interest is due and demandable only on maturity date.

Interest was reduced by the parties to 5.5% per annum in 2007 and shall be subject to annual
repricing subsequent to 2007.

On June 25, 2010, both parties agreed to extend the maturity of the loan from August 30, 2010
to August 30, 2012. On August 31, 2012, both parties agreed to extend the maturity of the
loan up to August 30, 2015, with the interest rate further reduced to 3% per annum starting
January 1, 2013. On August 31, 2015, both parties agreed to extend the maturity of the loan to
5 years ending August 30, 2020. Interest income amounted to £467,033 in 2015 and 2014.
As of December 31, 2015 and 2014, amounts owed by IBI amounted to £26,563,678 and
P£26,096,645, respectively. IBI is under common ownership with the Company.

c. Amounts owed arising from Sub-Lease Agreement with Emerald Investments, Inc. (EII)
which ended in 2011 amounted to 22,902,918 as of December 31, 2015 and 2014.
Outstanding liability to EII is due and demandable. EII is a stockholder of the Company.

d. OnJuly 16, 2010, the Company entered into a service agreement with KPSC for a period of
one year, beginning July 16, 2010 to July 15, 2011, extended up to July 15, 2012. On
January 1, 2013, the Company entered into another service agreement with KPSC for a period
of 4 years beginning January 1, 2013 to December 31, 2016. KPSC provides consultancy and
manpower services depending on the services specifically required by the Company.
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As of December 31, 2015 and 2014, the outstanding payable to KPSC amounted to
£9,089,078 and £15,473,564, respectively. KPSC has cooperators who are also stockholders
of the Company.

Amounts owed to related parties include interest bearing advances from Velarde, Inc. for
working capital and investment requirements. Interest rate for these advances is at 18.0% per
annum or 1.5% per month.

On November 08, 2012, the BOD of Velarde, Inc. has agreed to enter into an agreement with
the Company for the deferment of accrual of interest starting November 2012. Interest
expense booked as an additional due to related party amounted to nil and 17,756,021 in 2015
and 2014, respectively. Outstanding accrued interest amounted to 59,903,586 as of
December 31, 2015 and 2014, respectively.

On January 22, 2015, the BOD of Velarde, Inc. agreed to convert its advances amounting to
£200,000,000 into 200,000,000 common stocks with a par value of 1. Further, it was also
agreed during the said meeting that the remaining and subsequent advances of Velarde, Inc. to
the Company will be interest-free (see Note 12).

On April 14, 2016, Velarde, Inc. and the Group agreed to convert remaining advances
amounting to £223,458,035 into additional equity interest in the Parent Company.

Net amounts due to Velarde, Inc. amounted to £223,458,035 and 393,400,628 as of
December 31, 2015 and 2014, respectively.

The Group charges Softweb and Velarde, Inc. management fees for the administration and
operations of the companies. Management fees charged to Softweb amounted to nil and
£4,800,000 in 2015 and 2014, respectively. Management fees charged to Velarde, Inc.
amounted to £240,000 in 2015 and 2014.

The Company entered into a loan agreement with Porteon Electric Vehicles, Inc. As of
December 31, 2015 and 2014, the outstanding amount due from Porteon Electric Vehicles,
Inc. amounted to £2,160,300.

In January 2015, the Group entered into service agreement with GHT Network, Inc. (GHT)
and News and Entertainment Network, Inc. (Newsnet) to provide bandwidth services to its
customers. The Group provided the infrastructure build-up and technology design and
consultancy. Service revenue from GHT and Newsnet amounted to £10,000,000 each in 2015.
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Below is a summary of significant transactions and balances with related parties:

Trade and other Trade and
Due from Receivables Due to Other Payables
Related parties Category Amount related party (see Note 4) related party (see Note 8) Terms Conditions
Shareholders
GHI Advances 2015 - P- P- P95,536 £2,035,055 On demand Unsecured
2014 - - - 95,536 2,035,055 On demand Unsecured
Velarde, Inc. Advances 2015 30,057,407 - - 223,458,035 - On demand Unsecured
2014 44,098,601 - - 393,400,628 - On demand Unsecured
Management fees
2015 240,000 - 1,200,000 - - On demand Unsecured, no impairment
2014 240,000 - 960,000 - - On demand Unsecured, no impairment
EII Advances 2015 - 6,140 - - - Ondemand  Unsecured, no impairment
2014 - 6,140 - - - On demand Unsecured, no impairment
Lease 2015 - - - 2,902,918 - On demand Unsecured
2014 - - - 2,902,918 - On demand Unsecured
Affiliates
NOW Telecom (formerly
NMI) Advances 2015 7,264,056 30,538,160 - - - On demand Unsecured, no impairment
2014 5,177,566 23,274,104 - - - On demand Unsecured, no impairment
KPSC Advances 2015 2,160 204,708 - - - On demand Unsecured, no impairment
2014 - 202,548 - - - On demand Unsecured, no impairment
Services 2015 6,384,486 - - - 9,089,078 On demand Unsecured
2014 16,772,432 - - - 15,473,564 On demand Unsecured
Asian Institute of
Journalism and
Communication
(AIIC) Advances 2015 5,413 467,270 - - - Ondemand  Unsecured, no impairment
2014 232,228 472,683 - - - On demand Unsecured, no impairment
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Trade and other Trade and
Due from Receivables Due to Other Payables

Related parties Category Amount related party (see Note 4) related party (see Note 8) Terms Conditions
IBI Advances 2015 P- P15,567,752 P- P- P- Due within S years Unsecured, no impairment
2014 - 15,567,752 - - — Due within 5 years Unsecured, no impairment

Interest 2015 467,033 10,995,926 - - — Due within 5 years Unsecured, no impairment
2014 467,033 10,528,893 - - — Due within 5 years Unsecured, no impairment

Porteon Electric Vehicles,

Inc. Loans 2015 - 2,160,300 - - - On demand Unsecured, no impairment
2014 - 2,160,300 - - - On demand Unsecured, no impairment

Softweb Advances 2015 - - - 4,714,096 - Ondemand Unsecured, no impairment

2014 385,144 6,075,521 - 27,834 - On demand Unsecured, no impairment

Loans 2015 - 714,000 - - - Ondemand Unsecured, no impairment

2014 - 714,000 - - - On demand Unsecured, no impairment

Sales 2015 8,391,182 - 22,493,004 - - Ondemand Unsecured, no impairment

2014 29,686,749 - 14,101,882 - - On demand Unsecured, no impairment

Management fees

2015 - - 15,590,000 - - Ondemand Unsecured, no impairment

2014 4,800,000 - 15,590,000 - - On demand Unsecured, no impairment

Holycow Loans 2015 - - 2,211,771 - - On demand Unsecured, no impairment
2014 - - 2,211,771 - - On demand Unsecured, no impairment

Interest 2015 - 156,000 - - - Ondemand  Unsecured, no impairment
2014 - 156,000 - - - On demand Unsecured, no impairment

Paradiso Verde Advances 2015 3,358,462 - - - 3,358,462 Ondemand  Unsecured, no impairment
2014 - - - 7,940,563 - On demand Unsecured, no impairment
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Trade and other Trade and
Due from Receivables Due to Other Payables
Related parties Category Amount related party (see Note 4) related party (see Note 8) Terms Conditions
Newsnet Advances 2015 £947,948 £6,067,544 P- P- P- On demand Unsecured, no impairment
2014 - 5,119,596 - - - On demand Unsecured, no impairment
Services 2015 10,000,000 - 11,200,000 - - On demand Unsecured, no impairment
2014 - - - - - On demand Unsecured, no impairment
GHT Advances 2015 180 5,000,180 - - - On demand Unsecured, no impairment
2014 5,000,000 5,000,000 - - - On demand Unsecured, no impairment
Services 2015 10,000,000 - 11,200,000 - - On demand Unsecured, no impairment
2014 - - - - - On demand Unsecured, no impairment
Subsidiaries
Porteon Advances 2015 - 3,443 - - - Ondemand  Unsecured, no impairment
2014 - 3,443 - - - On demand Unsecured, no impairment
JSIT Advances 2015 - 4,700,917 - - - On demand Unsecured, no impairment
2014 56,233 4,700,917 - - - On demand Unsecured, no impairment
I-Resource Advances 2015 223,257 451,812 - - - On demand Unsecured, no impairment
2014 5,888,154 675,069 - - - On demand Unsecured, no impairment
Softrigger Advances 2015 - 2,331,659 - - - Ondemand Unsecured, no impairment
2014 - 2,331,659 - - - On demand Unsecured, no impairment
Loans 2015 - 4,856,038 - - - Ondemand Unsecured, no impairment
2014 - 4,856,038 - - - On demand Unsecured, no impairment
Management fees
2015 - - 2,452,800 - - Ondemand Unsecured, no impairment
2014 - - 2,452,800 - - On demand Unsecured, no impairment
I-Professional Advances 2015 1,490,826 - 2,816,063 450,000 - Ondemand Unsecured, no impairment
2014 — — 1,325,237 450,000 — On demand Unsecured, no impairment
2015 £84,221,849 £69,163,698 £231,620,585 P14,482,595
2014 P81,844,663 £36,641,690 P404,817,479 217,508,619
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10. Lease Commitments

The Company purchased transportation equipment through four-year financing agreements which
are payable on a monthly basis. The Company recognized the obligation and pays to Velarde, Inc.
(see Note 9). The assets were capitalized since the lease term is for the major part of the economic
life of the assets.

The future minimum lease payments of the Company for the obligations under finance lease are
amounted to nil and 675,433 as of December 31, 2015 and 2014, respectively.

Interest expense related to the lease commitments amounted to £26,314 and £252,359 in 2015 and
2014, respectively.

11. Loans Payable
On December 9, 2013, the bank has approved the conversion of the short-term loans totaling to
$44,500,000 into a two-year term loan. The principal balance of the loan is payable on
January 19, 2016.
The loans bear interest at floating effective interest rates ranging from 2.12% to 2.30% in 2015
and 2014, respectively. Interest is payable every 30 days.
Interest expense amounted to £1,027,530 and £992,688 in 2015 and 2014, respectively.

12. Capital Stock

On April 28, 2006, the BOD and stockholders approved the increase in the authorized capital
stock from 40,000,000 shares to 1,320,000,000 shares at 21 par value per share. This was
subsequently approved by the SEC on September 19, 2006.

On November 11, 2006, in accordance with the MOA, the Company issued the additional
1,289,278,350 shares at par value in exchange for the 2,656,580 shares of NOW Telecom
(see Note 6).

On December 10, 2008, the PSE approved the application of the Company to list additional
1,289,278,350 common shares to cover the share-for-share swap transactions with stockholders of
NOW Telecom Company, Inc., formerly Next Mobile, Inc. (NOW Telecom), namely, Top Mega
Enterprise, Limited, GHI, Emerald Investments, Inc. (EIl), Joycelink Holdings Limited and Food
Camp Industries and Marketing, Inc., collectively referred to as the NOW Telecom shareholders,
at a swap price of £1.00 per share. Also, the PSE had approved the application of the Company to
transfer from SME Board to the Second Board of the PSE (see Note 6).

On February 20, 2009, the PSE issued a circular informing the investing public of the Company’s
listing of additional 1,289,278,350 shares effective February 24, 2009.

The PSE issued a Notice of Approval of the Company’s application for transfer from SME Board
to Second Board on June 11, 2009.
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On March 12, 2010, the BOD approved a plan to transfer the Company from the Second Board to
the First Board of the PSE as well as the listing of additional shares from a BOD-approved
increase in authorized capital stock.

On March 8, 2011, the Company filed with PSE its application for transfer from the Second Board
to the First Board of the PSE.

On November 7, 2014, the Company’s BOD had previously approved an increase in capital stock
amounting to £2,700,000,000. On its January 22, 2015 BOD meeting, it was agreed and approved
to increase its capital stock only up to £2,120,000,000 or an equivalent of £800,000,000 increase
in capital stock. Further, £200,000,000 of the increase capital has been subscribed by Velarde,
Inc. and fully paid by the conversion of advances made by said subscriber to the Company. The

Company received its certificate of approval for the increase of capital stock on

December 17, 2015.

Capital stock as of December 31, 2015 and 2014 consists of the following:

2015

2014

Common stock:
Issued and outstanding

P1,517,278,350 P1,317,278,350

Details of the common stocks as of December 31, 2015 and 2014 are as follows:

2015 2014
Common stock - 1 par value
Authorized 2,120,000,000 1,320,000,000
Issued and outstanding 1,517,279,350 1,317,279,350
13. Costs of Sales and Services
2015 2014
Cost of sales £35,545,753 18,808,313
Outside services 5,816,510 9,206,663
Advertising and promotion 563,762 748,219
£41,926,025 28,763,195
14. General and Administrative Expenses

2015 2014
Outside services £6,091,086 £2,701,867
Depreciation and amortization (Note 7) 3,567,678 4,974,469
Communication 3,326,266 2,654,838

Provision for impairment loss on:
Trade and other receivables (Note 4) 3,019,167 6,619,366
Other current assets (Note 5) 158,767 547,503
Taxes and licenses 2,141,612 643,379
Entertainment, amusement and recreation 2,121,971 1,169,098

(Forward)
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2015 2014

Office supplies £887,020 £739,879
Transportation and travel 785,458 1,761,178
Professional fees 556,437 1,256,090
Utilities 50,569 458,174
Others 1,559,778 1,136,331
£24,265,809 £24,662,172

15. Income Taxes

The current provision for the income tax in 2015 and 2014 represents MCIT.

The reconciliation of the Company’s statutory income tax to provision for income tax follows:

2015 2014
Statutory income tax at 30% £2,419,886 (P11,218,357)
Additions to (reductions in) income tax resulting
from:
Movement of unrecognized deferred income tax
assets (2,365,571) 5,638,455
Nondeductible expenses 628,015 5,708,853
Interest income subject to final tax (1,613) (339)
£680,717 P128,612

The Company has the following temporary differences for which no deferred income tax assets
were recognized as it is probable that sufficient taxable income will not be available to allow the

benefit of those deferred income tax assets to be utilized.

2015 2014

NOLCO £57,933,286 P136,061,476
Allowance for impairment losses 12,649,477 9,630,310
MCIT 812,692 334,540
£71,395,455 £146,026,326

As of December 31, 2015, NOLCO and MCIT can be claimed as deduction from future taxable

income and income tax liabilities, respectively, are as follows:

Year Incurred Year of Expiration NOLCO MCIT
2015 2018 P P680,717
2014 2017 11,199,273 128,612
2013 2016 46,734,013 3,363

P57,933,286 P812,692
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The following are the movements in NOLCO and MCIT:

2015 2014
NOLCO:
Balances at beginning of year P£136,061,476 203,005,540
Additions - 11,199,273
Application (13,173,463) -
Expirations (64,954,727) (78,143,337)
£57,933,286 P136,061,476
2015 2014
MCIT:
Balances at beginning of year £334,540 P308,987
Additions 680,717 128,612
Expirations (202,565) (103,059)
£812,692 P334,540
16. Basic/Diluted EPS

The following table presents information necessary to compute the basic/diluted EPS:

2015 2014
Net income (loss) (a) £7,385,570 (P37,523,134)
Weighted average number of
outstanding common shares for
both basic and diluted EPS (b) 1,317,278,350 1,317,278,350
Basic/dilutive earnings (loss) per
share (a/b) £0.0056 (R0.0285)

For the two years in the period ended December 31, 2015, there were no shares of stock that have
a potentially dilutive effect on the basic EPS of the Company.

17.

Financial Instruments

The Company’s financial instruments are composed of cash, trade and other receivables, amounts
owed by related parties, AFS financial assets, accounts payable and accrued expenses, amounts
owed to related parties, obligations under finance lease and loans payable.

The BOD has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Company’s risk management policies are established to identify
and manage the Company’s exposure to financial risks, to set appropriate transaction limits and
controls, and to monitor and assess risks and compliance to internal control policies. Risk
management policies and structure are reviewed regularly to reflect changes in market conditions
and the Company’s activities.

The main risks arising from the Company’s financial instruments are liquidity risk and credit risk.
The Company is not exposed to cash flow interest rate risk since a significant portion of the
Company’s due from affiliates has fixed interest rates. The BOD reviews and approves the
policies for managing each of these risks and they are summarized below.
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Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
fall due. The Company’s objective to managing liquidity risk is to ensure, as far as possible, that
it will always have sufficient liquidity to meet its financial liabilities when they fall due, under
both normal and stressed conditions, without incurring unacceptable losses or risking adverse
effect on the Company’s credit standing.

The tables below summarize the maturity profile of the Company’s financial liabilities as of
December 31, 2015 and 2014, based on contractual undiscounted cash flows. The tables also
analyze the maturity profile of the Company’s financial assets that can be used to finance maturing
financial obligations. The analysis into relevant maturity groupings is based on the remaining
period at the end of the reporting period to the contractual maturity dates.

2015
More than 1
On demand  Within 1 year year Total
Financial assets:
Cash £14,981,051 £14,981,051
Trade and other receivables 73,585,590 - - 73,585,590
Due from related parties 57,658,171 - 26,830,711 84,488,882
£146,224,812 £26,830,711 P173,055,523
Financial liabilities:
Accounts payable and
accrued expenses* 73,919,354 $27,023,788 P-  P£100,943,142
Due to related parties 231,620,585 - - 231,620,585
Future interest on loans payable - 467,333 - 467,333
Loans payable - 45,278,750 - 45,278,750
£305,539,939 £72,769,871 P-  £378,309,810
*Except government payables
2014
More than 1
On demand  Within 1 year year Total
Financial assets:
Cash 21,414,187 P P 21,414,187
Trade and other receivables 38,901,821 38,901,821
Due from related parties 81,844,663 - - 81,844,663
P122,160,671 P P~ P122,160,671
Financial liabilities:
Accounts payable and
accrued expenses*® P66,131,841 £24,176,792 P $£90,308,633
Due to related parties 3,380,752 - 393,400,628 396,781,380
Future interest on loans payable - 941,175 1,019,606 1,960,781
Loans payable - - 44,500,000 44,500,000
269,512,593 B25,117,967  £438,920,234  $533,550,794

*Except government payables

The Company monitors its cash flow position through cash planning. The Company believes that
cash advances by stockholders are sufficient to mitigate the effects of fluctuation in cash flow and
to cover disbursements for the day-to-day operations of the Company.
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All of the Company’s financial liabilities other than the obligation under finance lease and
noncurrent amounts owed to related parties are contractually due within one year.

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from trade receivables
and amounts owed by related parties.

The Company’s management believes that there is no significant risk in the amounts due by
related parties. The BOD continually reassures the Company’s strategies for managing accounts
with creditors, including related parties. Advances are monitored on an ongoing basis with the
result that the Company’s exposure to impairment and account discrepancies is not significant. In
addition, the Company manages credit risk by monitoring its credit exposures and assessing the
creditworthiness of counterparties.

As of December 31, 2015 and 2014, the Company’s maximum exposure to credit risk is equal to
the carrying amount of its financial assets.

Credit Quality per Class of Financial Asset

The credit quality of financial assets is being managed by the Company using internal credit
ratings. The Company considers its financial assets that are neither past due nor impaired
amounting to £173,055,523 and 122,160,671 as of December 31, 2015 and 2014, respectively, as
standard grade financial assets. Standard grade financial asset are those that are current and
collectible.

The Company has impaired receivables amounting to 212,101,974 and £9,082,807 as of
December 31, 2015 and 2014, respectively.

Fair Value of Financial Instruments
The following methods and assumptions were used to estimate the fair value of each class of
financial instruments for which it is practicable to estimate such value:

Cash, Trade and Other Receivables, Due from Related Parties, Accounts Payable and Accrued
Expenses and Due to Related Parties

The carrying amounts of cash, trade and other receivables, amounted owed by related parties,

accounts payable and accrued expenses and current amounts owed to related parties approximate

their fair values due to the short-term maturity of these financial instruments.

AFS Financial Assets

Unquoted equity security is carried at cost or its available net book value since fair value of this
AFS financial asset cannot be reliably determined as this is not listed and has no available bid
price.

Loans Payable
The carrying amount of the loans payable as of December 31, 2014 approximates its fair value as
repricing of interest occurs approximately every month, at the prevailing bank interest rates.

Noncurrent Amounts Due from Related Party

The fair value of noncurrent amounts due from related party were based on discounted value of
future cash flows using applicable credit-adjusted risk-free rates of 2.4% as of December 31, 2015
(Level 3). The fair value and carrying value of noncurrent amounts due from related party
amounted to £25,667,327 and £26,563,678, respectively.
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Noncurrent Amounts Due to Related Party

The fair value of noncurrent amounts due to related party was based on discounted value of future
cash flows using applicable credit-adjusted risk-free rates of 2.4% as of December 31, 2014
(Level 3). The fair value and carrying value of noncurrent amounts due to related party amounted
to 366,330,248 and 393,400,628, respectively.

Capital Management

The Company considers the equity presented in the parent company statement of financial position
as its core capital. The primary objective of the Company’s capital management is to ensure that
it maintains strong credit rating and stable capital ratios in order to support its business and
maximize shareholders’ value.

The Company manages its capital structure and makes adjustments to it, in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares.

On October 28, 2010, PSE issued a memorandum regarding the rule for the minimum public
ownership for all listed companies. Based on the memorandum, listed companies shall, at all
times, maintain a minimum percentage of listed securities held by the public of ten percent (10%)
of the listed companies’ issued and outstanding shares, exclusive of any treasury shares or as such
percentage that may be prescribed by the PSE. The Company has complied with the minimum
public ownership.

The total core capital considered by the Company as of December 31, 2015 and 2014 are as
follows:

2015 2014
Total equity P1,121,219,914  P913,834,344
Due to related parties (231,620,585)  (404,817,479)
Total P889,599.320  P509,016,865

As of December 31, 2015 and 2014, the Company was able to meet its capital management
objectives.

18.

Business Segment Information

The Company’s operating segments are organized and managed separately according to the nature
of the services offered as follows:

o IT resource services segment - provides high value ICT services to clients
e Holding /others segment - pertains to the investment and administrative operations of the
Parent Company

Management monitors the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance is
evaluated based on operating profit or loss.

Financial information on the operations of the various business segments are summarized as
follows:
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2015
IT Resource
Services  Holding/Others Total

Service, marketing, management

and consultancy fees e £75,494,866 £75,494,866
Interest income — 472,411 472,411
Total revenue £75,967,277 £75,967,277
Provision for income tax P- £680,717 £680,717
Net income - £7,385,570 £7,385,570
Other information:

Investments and advances - 1,322,582,024 1,322,582,024

Capital expenditures 269,816 2,032,291 2,302,107

Segment assets 188,433 1,504,680,576 1,504,869,009

Segment liabilities - 382,968,378 382,968,378

Depreciation and amortization 626,348 2,941,330 3,567,678

Interest expense - 1,053,844 1,053,844

2014
IT Resource
Services Holding/Others Total

Service, marketing, management and

consultancy fees P £34,726,749 £34,726,749
Interest income - 468,163 468,163
Total revenue P £35,194,912 £35,194,912
Provision for income tax P P128,612 P128,612
Net loss - 37,523,134 37,523,134
Other information:

Investments and advances - 1,327,582,024 1,327,582,024

Capital expenditures 645,067 4,858,736 5,503,803

Segment assets 182,398 1,456,486,513 1,456,668,911

Segment liabilities - 542,834,567 542,834,567

Depreciation and amortization 873,327 4,101,142 4,974,469

Interest expense - 19,001,068 19,001,068

19. Supplementary Information Required Under Revenue Regulations (RR) No. 15-2010

On November 25, 2010, the BIR issued RR No. 15-2010 which amends certain provisions of

RR No. 21-2002 prescribing the manner of compliance with any documentary and/or procedural

requirements in connection with the preparation and submission of financial statements

accompanying the tax returns. It requires the disclosures of taxes, duties and license fees paid or

accrued during the taxable year.

The Company reported and/or paid the following type of taxes in 2015:
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Value Added Tax
Output VAT
Gross Receipts Output VAT
Taxable sales £44,376,010 £5,325,121
Zero-rated sales 344,854 —
Balance at December 31 £44,720,864 £5,325,121

Zero-rated sales of services consist of export sales and those rendered to persons or entities whose
exemptions are provided under special laws or international agreements to which the Philippines is
a signatory.

Input VAT
Balance at January 1 P435,960
Current year’s domestic purchases/payments for services: 5,415,366
5,851,326
Application of output VAT (5,325,121)
Balance at December 31 £526,205

Other Taxes and Licenses

This includes all other taxes, local and national, including real estate taxes, licenses and permit
fees lodged under the “Taxes and licenses” account in the parent company statement of
comprehensive income:

Documentary stamp tax P1,656,338
License and permits 337,256
Others 148,018

P2,141,612

Documentary stamp taxes pertain to loan instruments and application for the increase in capital
stock.

Withholding Taxes

Details of withholding taxes for the year are as follows:

Expanded withholding taxes £821,681
Withholding taxes on compensations 56,597
P878,278

Tax Assessment and Cases
The Company has no pending tax cases outside of the administration of the BIR as of
December 31, 2015.
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A, BOARD MATTERS

1} Board of Directors

P (o B T e ]
ctors per Articles of Incorporation

(&) Composition of the Board
Complete the table with information on the Baarg of Directars:

Thamat G Aguing Annual | 4
Mrde & Alelondre £ PCE Ktel ¥ Valarde d Septevmiber 2008] # Jone 2018 Anmuel ip
Ml V., Welarde En L Mhaomns |1 Seprermher 2005 f June 2015 Aol | a6
Agumoe
Mauarcelito 8. Oroofer NFT Velprge, e | Me! V. Viarde LT fanutry J00F | F lune 2015 Aetarl | 7
worane Marrin w. | NEDr Vielorde, Inc. | Ade ¥ Wielarge LT Maroh 2012 4 Jupe 2015 Amndr 3
Aranglo iV 1
Gerrd San B Boutiita NED Velarde, Inc. | Mel ¥, Vielorde 7 fune 2012 4 fune X115 Annum! 3
} Mai W, Vaiorels
Ehisea W, who Sy i0 Foadcamp na bustaEss B fume JG15 & Juoe W18 1 | Arpum 1
imdustries | refotioneiip  with r e
and Hhe 1D |
Idarkenng,
Ine. [
Mel V. Yelarde,
e bigineds
ddarion 8 Ubans i Gombon relgtionihip with B June 2013 Lhme 2015, 3 Apnuel | 2
Haldings, the 1D, except for Ve |
lac. feyal
regreseataian in
ST CASES
fomon Guiferme R, | NED Foodeamp | el V. Velarde 05 e 2014 4 jume }015 I
Tutsan idusiriEs
oA
fMarketag, |
I,
_Anmgeline | Mocosoet i) Welorde, fac. | Mel V. Velorde Jung 0049 4 June 2055 Annual B

{b} Provide a brief summary of the corporate governance policy that the board of directors has adopted. Please
ermphiasize the policy/ies relative to thie treatment of all shareholders, respect for the fights of minority
sharehalders and of other stakeholders, disclosure duties, and board responsibilities,

Ine Company's corparate governance policy is embodied in its Revised Manua! on Corporate Governance (the
“Revised Manual®) which &5 o fromework of rules, fystems and processes in the Campany that governs the
performance by the Boerd of Directors and Management af their respertive duties and responsibilities to the
stackholgers, The Rewised Monruol ‘contoins provisions on Adeguate and Timaly Information (Article 4},
Accountobility and Audit (Article 5, Governance Self-Aating System [Article 7), Disclosure snd Transperency
(Article B} and Commitment to Good Corporgte Governance {Article 9). The Composition of the Boord,
Qualifications and Hsqualfications of the Beord cnd Boord Resporsibliities are provided under Boord

' Reckoned from the elaction immediately following fanuary 2, 20132,



Goeernonce fAricle 3,

The disclosure dutles rast mginly on B Carplbarce Officer of the Compony of provided also vnder Board
Sovermonee fArticle 3L

In cddifion, the Rewised Monual! contoins & provition on Srockbolders’ Rights ond Profectian of Minosity
Stockbolders' Interests [Anticle 7] os provided under the Corporation Lode and the Revised Code of Corporate
Governonce. The rights of minadity steckioiders ong stokeholders ore ocoorded resgect thraugh theie (i) nght
to vale ov ofl matlers that reguire their consent or approval; (i) Aght fo inspect corporate books and récords,

fiif} right to iformation, (7] right to dividends; and v) cppraisal right,

{c]

How often goes the Board review ant dpprove the vision and missian?

The Board reviews and approves the visien end rilssion shen the need anses o when [here | § move to review
and apgrove the wiion and mission,

il

irectorship in Other Companias

il Drectorship in the Company's Gmup:

Identify, as and If applicable, the rnembers of the company's Board of Directars wha haold the office of
director in other companies within it Croup:

pe Mmm
Diructar's Name xecutive, Independent). Indicats i
y - Sr 2 1:“ '1':'
fhomirs G, Aguiie Mo Te}-’mm fﬂl'ﬂﬂl]l'rj.l'. L Fresdent
Thomas G, Aguing Tﬂp fidiecnics o otlciodi Directnr-Choirman
Thamas G Aguing :‘:r:-nta'n.- Consuiting  futeric b, BifecdcrdNalivian
el ¥, Veande | Velgrde, inc. e ‘Direrrar-Chairman ——
Mel V. Veiarde Now Telesom, Inc. | Vice Chalrmon
Mel V. Velarde Gomboa Haldings, inc, _ | Director-Chairman
Mel V. Veinrde Emeraid Investments, inc. Director i
i Mal V. Velarde :-'::ﬂ'mmp Indirstries ond Morksking, President
| dose 5 Algjandra Mow Tefecam Comipany, ine. - Director-Charman =_
| Jode 5 Alspdndta Emeroln F.rrwn'm:nl::. H:. . Oirector-Chalrman
_Angeiine L Mocosset | Gamboo Holdings e Director
Angeline L Mocasget | Emerald Investments, Inc. Directar
Angeline L 44 2 r:fdm‘mﬂ- Industries and Morketing, Divector
| F T — Jr:ﬁuum International  Conswlrite, Fr—

¥y Directership ip Orther Lsted Companies

Identify, as and if applicable, the members ¢f the comassy’s Board of Directors who are also directors of
publichy-listed companies oussige of its Group:

||
; -,-£JiE-: % il

| Director’s Name

PR L il
|_Thomas G, Aquing Alsons Ennmlrn'ul'eﬂn:ﬁ"r.-m. . .rﬂdgrndenr Erﬂ:e-mf _
| Thomas G. Aguing A Brown Company, Inc. | Independen® Director

© The Group iscomposed of the parent, subdidiariog, assncistas and [oint venturas of the company,



(i} Relationship within the Company and 1S Grodip

Provide detaits, a5 and if applicali-z, of 3wy relation amorg the members of the Board of Directors, which
links them to significant sharehorders in the company ana/or in its group:

. !.rl and 1
rhemas G Aguing Marketing, Inc Divector-Thairman _|
el V. Welarde Velarde, fnc, Director-Chairman
el v, Velarde mmm@;_ inc; Director-Chairman

Mel V. Velarde Emerold invesiments, inc. Direcior

Foodeamp  Industries ond

|
Meal V. Velnrae M |,-_l’l'-l'ﬂE- i Bregidenr
| Jose & Alsjandm Emerald Ime Bt _Mr: Shector-Chalrman
| Angeitne L. Mocasaer Gamboa Holdings Inc. Director
Angeline |. Mocasoet Emercig Investments, fnz Liractor
: Foedromp  Industries.  and
_Ange.lrne L Macosner Advhiitha. e : Eivecror

{w] Has the company set a limit on the number of board seats in other compenies {publicly listed, ordinary
and companies with secondary license} that an individual director or CEO may hoid ssmultansgudy? In
particular, Is the Hrmic of five board seats in other putihcly listed compantes Imposes ang obs weed? |1 yes,

briefly describe ather

guldefines:

The Company has not formaoily set o Uimit on the number of board seots in other companies thal an
indivicwal director or the President or CEQ may simultaneously hold, However, as o matter of peactice, the
directors and the President sbserve the limit of 5 board seats in other publicly Usted componies

The Board may adopt guideiines on the number of board seats in other companies that an individual
director or the President moy simultaneously hald especlally with other pubiicly-listed campanies, taking
into consideration the copobility of o director ta pedform his duties as such affectivaly ond sfficiently,

Executive Director Piease refer to the ohove discussion. Noene
Non-Executive Directos Piegse refer to the nbave di: cuision. Mone
| CED Piease refer to the above dis ussion, Nane

(el

Shargholding in the Campany

Complete the following tabie on the members of the company’s board of Directors who directly and indirectly

o shares in the company:
THE—= i ‘f[ T 3
; : = T - - i i | %of Capital
Mo '“#;%f .'_r,._ i '—' S :ﬂ: Stock.
e 2 ar il AR re il - :
Fhameas G, Aguing 1 Welarde, Inc, 000
Rdal ¥ Veorde bl PLD 000
| Jose 5. Alsjandro 10 PED 0000
orcelito B, Ordofez 1 Velarde, inc. 0000
| Vitente Martin W, Araneta it 1 Velarde, Inc. GG
Gl T Foodcamp  Industries | 0000
i . ' | and Markating, inc
| Gerard Bnn R, Bautlsto 1 Velarde, Inc. 0000
|_Eliseo M. Rig, Jr. o ] Foodramp  Industries | 0000 |




:i : and Marketing, Inc.
Aarioew 8. Ubang SSpE—— 1 : Garmboa Holdings, inc. 0ooo
Angefine L Macasoel [ e—— 1 | Welarde, Ing, 400
TOTAL i 28 i ooog

41 Chabrman and CEQ

lal . Do different persons assume the role of Charman of the Board of Directors and CEDT I no, describe the

checks and balances |ald down o ensure that the Baard gets the benefit of independent views,

(b} Rales, Accountabiities and Deliverables

fdentily the Chair dng CEQ:
Chairman of the Baard. Thomas G, Aguing ]
[ CeD/Preddent MelV.Vearde ]

fiefine and clarify the roles, aocourtahbiiitizs and delvembles of the Chairman and CED

TR LR
A

fole

Pregided aver the Meetings of the Bogrd af
Directors ond stockholders

.'ihm'!hm'e minisErotion a.rr-dd'rm:u'a.rr af
the copto-doy business offoirs of the
Corparation

fccountabiliches

1. Ersure thot the meetings of the Bogrd
are held in occordance with the by-lows
or as the Chair may deem necessany;

2 Supervise the preparation of the
agenda af the meeting in coordinntion
with the Corporare Secretary, loking
into consideration the suggestions of
the CLQ Monogement and  the
directon; and

3, Maintain quoleative and timely lines af
coRwcation g infarmation
between the Boerd and Management,

In the Companys By-Lows the President

shall paercise the follawing furctions:

1. To presige ar the meetings of the Bogrd
of Directars and of the srockholder i
the absence af the Chalrman;

2 To initiote and develop covporcire
obectves and policles mnd formuipte
long renge projects, plans and prograrms
for the opprowal of the Soord of
Diréctors, ficluding those for executive
trining, development and
rompenssion,

3 Te how genergl supereizion and
management of the business gffairs ang
property of the corparation;

4, To ensure thal the edministrative ang
aperational policies. of the corporation
are carsied out under his supernision ond
coantral;

5 Bubject te guidelines prescribed by low,
fo  oppoisl, remowe.  Fuspend of
dircipiinge employees of the corpoieiion, |
prescribe their duties, and determine
thelr saiaries;

E To oversee ithe prepamtion of [he
budgers and the statements of oocolnes
af the carparation;

7. To prepare such stolements and repo.ts
of the corperation as may be reguired of
him by fow

8. To represent the corporotion ot ail
Junctions and proceedings;

3. To execute on behall of the corporabon
ol controcls ogreements ang other |
iNsiruments affécting the interests of the |




Direetonrs)

corparation which reguire the approval
of the Boord of Directors, except o5
ofrenwize directed by the Bpard of

10.To make repacts bo the Boord of
Directors and stockholders;

11.To sign certificotes of stock;

12 To perform such other duties oy e
incigent fa his office or are enfrusted fo
i by the Bogrd of Directors

Belverables

The President; with the supporf of the
Company’s Treosured and other officers,
shall prepare and submit 0 Report on the
Company’s  finoncial  stotements
ppergfions, The Report is presenied during
fhe annlugl stockhalders’ meeting. ||

ond

il Ewplain how the baard of directors plans for the succession of the CEQ/Manraging Director/President and the top

key managemant positions?

The succession plon is determined by the Bogrd os the necd arises

4}

Dees the company have & policy of ensuring diversity of experlence and background of directors in the baard?
Flease explain

¥es. The Nomination Committee encourages the stokeholders to nominate os members of the Board, Individunls

with diverse experience ond bockground,

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

belongs to? Plepie explain,

Fes: The process of electing o director involves o review of the gualifications of the nominees, and the Mominotion
Cosmmittee ensures that af least one non-executive dissctor with experience in the some industry as the Company

Oiher Exeputive, Non-Executive and Independent Disectors

will e aquaiified for election during the ennual stockhoiders’ magring.

Cefine and clarify the roles, sccountabilities and defiverables of the Executive, Non-Executive dnd [ndependent

Girectors:

T T =
1. Manoges the doy-to-day | 1 Provides assistance to the | 1.Coordinotes with  the
operations  of  the execytive  directors  n execulive ond  on
Compony directing  the  husiness executhve  directori  in
2 Farmilotes strategic affairs of the Compony formulating sfrabegic

fade businecs plang 2. Provides ereative criticiim biusiness plans
3. implements  the business of the implementotion of | 2. Provides ingependert
plony | the Business plas Judgment aind diversity of
! WEWs ond perspectives in
reviewing  the  basiness

pian

Executive  directors  are | Non-executive directors Independernt directars ensure
tesked  fo  Implement | oversee the Compaay’s thet the formulation  af

Accountadilties

corporgfe  business  plans,
decisions and poficies, and

gre  involved in  the
Company’s day-to-day
operations

activiies ensuring thot sood
business decisions are made

and  faar. the  Baord i
pefarming  fis rale n
OEsardmnee with thp

effective  business Aless
Lmanives ladesendont
Jdgment ond  diversity of
wews ond parsoectives.

Campar s busines. plans and




strategies

ir the performance of | Non-gxecutive directors Independent direcrars  are

tieir primary funclions, | ore eosected to render an | expected o render o

exerutive directors subvrit | effective scruting  of the | thorough considerotion  of
Dellvarables reports fo the Board and | performonce of monogement | the  issues, on  informed

sound  proposols  wnd | ond the dogrd in meeting the | debate and deliberation of

recommendntions for agread goali ang ahjectives. ifeas during the Hoard

carnsigeration of the Board. rriretings,

Frowide the company’s definition of “independence” and describe the company’s compliance bo the definition

An “indspendent director” it deseribed in the Company's Revised Manual o% & person who, aport fram his fees ond
sharehaldings, s mdependent of managemeni end free from ony busineis or ather relatianships which could, or could
regsenably be percetved to moteriplly interfere with Ms exercise of indepesdent judgment in corrping oue his
raraonsibilites at o director,

The Momingtion Committee ensures thet the reminee: for inospendent directorship, eport from rthewr fees amd
shareholifings, are independent of management ond free from ony business or other relationships which could, or eould
reasEnally e perceived to matedolly interfere with thelr exercise of independent judgment in carying out their
responisitiites o5 such independent directars.

Does the company have a term limit of five consecutive years for independent directors? If sfter tv o years, the
company wishes 1o bring back an independent sirertar who had served for five years, does it limic the term for no
mote than four additional years? Please explain,

Vel Arficle NIl Section 9 of the Company’s By-Laws provides that the Company odopts by reference the requirements of
Section 33 of the Securities Reguiation Code and its implementing Rules and Regidations on independent directors. The
Company strictly odheres to the provisions af SEC Memarandum Circutar No, 09-2011, which tack effect on 03 foanwary
S01L which provides that Independent Directors con serve [ar o penod af five {5) consecutive years, and therefore
mest undergo o cooling off perod of two (2] yeors before 12 moy be gligible for re-election as an indesendent Direetor.
An independent Director who has been ro-vlected affter o eooling-off period con serve for anather four (4) odditional
PRETE

5 Changes in the Board of Directors Executive, Non-Executive and independent Diredtors)
{al Resignation/Death/Removal
Indliznte any changes in the compesition af the Board of Directors that happened duting the period:

Cirector il December 2015

Pestible  conflict  of
il e et |

fodrigd Joaquin H, Neparmiceno

(b} Selaction/Appaintment, Re-electicn, Disquaiification, Remaval, Relnstitement and SuspenLion

Describe the procedures for the selection/appaintment, re-election, disgualification, rermpyal, reinstatement
and suspension of the members of the Board of Directors, Provide detaills of the processec adopted
lincloding the frequency of election} and the criteria emaloved ie eack procedure:

Unger Philippine law, directors are elected, not oppointed, at the anpual meeting of stockholders. When there
is 0 vacancy, the rémalning directors, if they sl ronstiture g LuBrinT, may elect arather director to 7 wo the
vecancy (Bec 28, Corporation Codal.

a. Selection/Appointment Y r A s T M
Regular Process: Artice 3 of the Company’s Revised
(] Executive Direttors | 1. The stockheders seomit to the | Mool provides that in addition fo the
Momination Committee ihe nominees to | quo'ifications far membgrship in the




the Board for validation.

2, The Nomirriien Committer prepores g
fict af nominees to vhe incurab:ont boord
forr notaticn.

& The Board then submits fo [he

stockholders a final 0 of nominees for | of the members of the Bvard shall be
elpction during the annuagl stockbolders” '

meating,

Vocancy (o5 prowided wnoder Armcle (0
Section 3, of the By-Lows!: Any vacancy
oocurring other than by removal by the
stockfoiders or by expiration of term, may
be filled by the vote of at least g majovity
af the vemoining directors, I St
consiRUning 0 quorT, athenwise, the
verenney mudl be filled by the stackhniders
al a regulor or of omp specral meeting of

| Boord provided for in the Corporatian

Lody, Securities Regulation Code and
ather relevant lows, the Boord shall
include practice! waderstanding of the
I bursineds of the corparation and majority

holoers af college degrees.

stetkhalders called for the purpase. -
|t addition to the above, the Campanys
fAevised Mol provides that o
[ii} Mon-Executive Soie Executive girectors af the Company shall
Direcrors possess guallficotions ond stoture thot
Wil enable them o porticipote in the
= e, deliberations of the Board.
In oddition fo the obave, the Campony’s
Revised  Monuwe!  prowides chat  the
independent directar v independerit of
; manggement  and  free  from any
L Dire:l-tTriFE“m Zome busingss oF  odher relationship  which
cowid, orcould ressonobly be perceived
to matesally interfere with his exercise
of Independent fudgrmert in carrying out
his responsibilites as o direcior.
5 T — . !
b. Re-appointment B o a i~ 3R Nt |
o Some  procedure  for the electlon of | Same  edteda for rthe welecoon o
I S DR Directors ohowe is used for re-election direcrors is used for re-eloction ' !
fi MNon-Executive | Some procedure for the cicction of | Some criteria  for the  glection  of |
DHrectors Directavy pbove iy used for re-election directors & waed for reelectian
i} independent | Sorme  procedire for the election of | Semé criterio for the election of
(irectors Directars ohave is used for re-slection directars s used for re-elecion
= Porvin -.Iui-'.-.-i"l-. S i 1 :::' i :;i. r‘?""?—‘. ==

il Execulive Directoss

Duting the imitial selection process, the
feminptions Commitee will determune
whether any ground  Jor perranent
disquanification exists. If it is determined
therl growed(s) exist, the nominee will Aol
be inciuded i the {5t of candidetes for
eiection of the pnaual stockkolders”
meEling.

With respect 1o on incumbent direcior,
when [here (s regsonable ground fo

befteve thot o ground Jor digualificstion
exists oz proviged (s the Company’s
Revised Monwal and relevant aws ond SEC
rotes), this by brought to the otrention of
the  Maminations Commitice,  which

| The Company’s Aewsed Monuol
| provides the following grounds far fhe
| permonemt disqueification of o girecror;

fil - Any  person  conicted by final
judgment of orger by @ comgetent
Judicil or odministrotive body af amy
enmme that (o) invelves the pulehaie or
sale of securities, os defined In the
Lecurities Reguwation Code: (B omses
auf af tha person't cordust i oa
underwriter, b-mlrer, Aegler, imeettment
mdvirer, principol, distributor, mutual
fund  deoler, jutwres commission
| merchant, cemmodity troding adwser,
ar floor bvgker; or (ol oryes owl of his




submity its recommenaations to the

Board Note thot under tne Carporobion
Code the removal of an ‘ncumbeat director
requires the vote of 2.1 of

the ertire outstanding cagital stock at o
stockholders” meeting  dwly  colisd  and
corvaned, Where the Boovd, after due
corgidération, defénmines there i groumd
for disquaiification, the Board acting alone
does not have the authority fo remove the
director @3 to do so would vioiote the
Corporation Code,

Siiciary relatioaship with o bonk, guoe-
boni, frast compeny. Investment house
or o on gffivoted persen of any of
them,

M Ay person wha, by dessan of
miscanducT, daftrer hearing, i
pefmanently  enjoined by o fing)
Judgment or order gf the Commisaon o¢
any courd ar edmmistrative body of
competent jJurisgdiction from: (o) acting

as  underwriter,  broker,  dealer,

investment gowser, princigal distribiutor,
mutugl fund degler, fuliires co pmission
merchant, commodity froding odwison |
ar floor broker; (b) octing as director or
officer of o bonk. guosihonk,  truse
company,  lnvastment  houwgs,  or
lnvestment ‘company; (¢l engoging in or
continuimg any conduct oF practee fn
ony of the capocities mentianed in sub-
parographs ol pod (B obpve. or
willfully wolating the lows thot govern
securities and banking octivitles.

The osgualfication sholl oo opply f
such person is currentiy the subject of an
order of the Commisgion of any court of
odministrative body ‘denying, revaking
ar suspending any registration, lcense
or permit ssped to him wnder the
Corporotion Code, Securitres Regulation
Code or any other Jow odministered by
the Coammission. or Hangks Sentral ng
Piflpirrag  (BSP), or under gny rule or
reguiation issued by the Comeilasien ar
B3P, or has otherwize been restrained to
ETigage W any ooty involving
securipes gnd bonking: oF such peran s
cirrently the subiect of on effective
arder of @ self-reguiciory Grganizotion
suspending  of expelling  him  from
membershig, participation or
pssocichion  with g  member  or
purticipant of the organization;

(i) Amy pérson conuicted by fingl
Judgeent o order by o0 coirt oor
competent administrathe body of an
affense involving maro! tpitiude, froud,
emberzleament, theft, eetafa,

countarfeiting, misggpragriotion,
forgery, brbery, false affirmotion,
perjury orother frowdient g,

|

| el Anp person who hos been oojudged
gy (il Judgrment or aorder of the
Commission, cowrt, or  gamperest
admuristrotive: body fo have willfully




cowtsaled, Indwced of procured  the
vielution of any provision af the
Corporabion Code, Securities Regulotion
Code or any other low edministered by
the Commission ar B3P, or gny of s
fule, regulation or order;

fel Any person eorler elecied oy
independent direstay. who decames an
afficer, emplopee or consultont of the
S0/ME Corporation;

fwl] Any person judiciolly declared a5
insolvent,

il Ay person found guilly by finol

judgmant or order of o foreign court of |
equivplent financial regulotory outharty |

of octs, wolrtions or misconduct smmilar
tn any of the octs, wiclotions or
misconduet enumergted In sub-
paragrophs (i} to (vl above,

(i} Comviction by fingl judgment of an
afferse punishable by imprisonment for

| e than sl (5] pears, or.g wolotion of

the Corporation Code commirted within
fve [5) years prior o the date of his

- glectian ar appointment
[ii} Won-Executive
iiaciane Same Aame
i} Independant
Directars e Samn
T - e, s B : ) s = =
d. Temporary Disqualfication A AR BT
The procedure for defermining permanent | The  Compoany's  Rewsed  Monwal
disqualificatian & falewed provides- the fallowlng grourds for the

(il Executive Directors

In the puent it is determined that @ ground
Jor temporary Jisguolificotion exists, the
naminee 5 not included in

the list of condigares for election of he
ennua! stockhelders’ meeting.

temporary disquakficotion af @ directon

il Refusal ta comply with the disclosure
fequirements aof the
Reguigtion Code and i3 Implementing
Fules it Reguilations The

disguaiification shall be in effe o8 long
o5 the refusal persists.

fi) Absence in more than fifty [50]
percent of ol regulor ond special
meetings of the Boord durlng his
incumbency, or any twele (12] montk
pericd duripg the  said  lncambency,
taless the absence L due fo Wness
death in the Immediore: family or
sefious accident. The disgualificotion
she!  opgply  for  perpoaes  of  the
succreding slection,

(i) Dismvissal or termimation for couse g5
director of ony corpargfion covered by
this Code, The disquolification shal! be i
effect untd ke has cleared himself from

Seciities |




nay invalvemeant in the couse that gove
fize o his disrlicsl or termination,

fiwl If any of the fudgments or orders
clted v the grounds for permomenl
disgualificotion hos woi et become

Sinml, _
il Mon-Executive | The some process fo executive direchors is ?ﬁ:m;;ﬂ;m:‘;ﬁ exﬁ;ﬂﬁ’;ﬁ:;
DliFectors wlrer direciors, < foll
followed for nan-exec : -til'l'l' & follcwed,
(i} independent | The sume process for executive directorsis | [° SOme criterio for temporary
Dirsciors fﬂﬂpmmf[mﬂntdmr} :ﬁmm of en executive divector
<. nemowl Ok 70 s R e
mcfamamhnn Eﬂdemrlﬂ'nteﬂha | .F.tensEseenur: to the Jeft.
procedure  and  reguirernents  for the |
remaoval of directors,
Directors wha hoid 1
executive positions in the Company sena |
(I} Executive Directars | in sach exerutive pasitlsn ot the

pleasure aof the Board. They may ba
removed from such executive position on
the basis of loss of trust and

confidence by the fepra, or  for
comunission. of wrengly’ pits or for the
ovrssian fa toke arnon when reguired

fi) Mon-Executive | The semi process for executivee directors is
Directors. followed for nen-executive directors,
[} indapendent | Mhe same process for arecutive directors s
Directors follzived for in
3 FE T e T
' f. Ae-instatement . e y e
There 5 o et p."'.'.u.m‘urt fﬂr
reinstatement of ooy dircctor. Cince |
{\) Executive Directors | removed, reinstatement con ool be
by election os provided in the Corporation |
Cede. i
Thera & pa st procedure  for | Mot cpplicoble
i} Mk he rensfotement of any  diregtor.  Onoe
o T removed, relnstmlement con ealy be
Ry clection as grovided in #h¢ Corgoration
Code.
There &5 ne et  pmcedure  for | Notupplicable
reinstatement o any direclor,  Once
(il Indegendeant :
J mrmmm i removed, reinstarement can only be -
by election us provided in the Corporation
Code,
g Sutpension . T ’"f;_'.t'f',i, =p Y4
il Ewecutive Dirg There mm:.erpm:'edurtfnr spension uf Mot :,upﬂmhl:
ang direcror, "
fFi) Mon-Executive | There is ne set pracedune | i msp.en_ﬂ.n*j af | Not cpplicoble
Direciars any dirsetor,
il Independent | There is no ser procedure for susceniion :;f | Not applicabic
Directors any diesiog.

Woting Result of the 2015 Annual Stockhobders Meeiing



| Mame of Director = Ll hemed e e = |
Thomay & Aquing 1.628 026, 118 :
| Jose 5. Aiejandro 1,008, 326,119 1
| Mel V. Velprae 1,026,026 118
Marcelito £ Ordoder 1,025 926 118
Vicente Martin W, Aroneta Iif 1,028 526,119
" Gerard Bnn A Bautista 1,026 976,119
| Eliseo M. Rio, Jr. . 1,026 926,119
| Ramon Guillerma R, Tuazon 1.026 926,118
‘Mariou 5. Ubana 1.028926.119
| Angeline L, Macasget 1026536115

B) Orientation 2nd Education Progrim
(4] Disclase details of the company's orientatien pragram far new directors, if any.

Depending on the qualifications ond experienoe of the directur, he or she moy be required to gitend @ seminar
oF treaing o corperhe governovic s conducted by o auly recogeised froining Institite: before assuming EuUch

poraTEian,
(B] State any in-house training and extemal courses attended by Directors and Senlor Management” for the past
three [3) years:
o bt i o || | U TH G| o
famos G | Sepfember 20 - | Basic Cooperative Lourse Cooparative Union of Mondatupong
Aquina 272012 . City, Philippines
el ¥ Velaede Agril 1345 1 2015 droadeost Monogement | National Assocation of Sroodorirers,
2035 Conference LisA
Mel V. Velarde | November 26 1a | Digital Medin Asia 2012 | WaN-1FRA asio Pocific, Nuala Lumpur,
. 29, 2012 . Malzysia
Mel V. Velarde | Aprll 7 to 25, | NAB Show 2013 "Where confenl | NAB Show Official Communications,
2013 comes to Life" Las Vegos, Nevada, 1154
Ml V. Velorde | Jume 1821, | CommurucAsio 2013 Singapore Exhibition Services Pre Lid.,
213 Sands Expo Apd Convention Centre.
Singapare
Wfel v, Velgrde | June M o 25, | 7th GT1 Warkchop GTI, Pudang Shanghar 20001 35, Ching
M3 |
Gerard Ban R | 2012 Fingneinl Forecasting Center for Research ang
Bputitio Communications, Phiippines
Gergrd 8nn R | February 16-18, | Understonding ond implementing (S0 | Certificotion internationa) PJ'.'.i.ﬁ'n,:r.inE.':,"-
Goutista JOTH 0012015 Inc.
Vicente Martin | April 1, 2018 Sales and Negotiations = Reuber Pangan
W Araneto I o B
Angeling L | December 2014 | Mandaotory Continuing Legal | UP Low Center, Philipsines
Muacosaet o Edueation Compiiance V !
Argeline L | June 22, 2312 Accounting for Non-Accountants | Arival Events Maonagernent, fne,
Muocasaet Philipglnes
Angeling L | Decemtrer 11, | Best Proctices Guide fo Valid Job | Center for Giobal Best Proctices.
Maocasoet 2012 Centrocting & Subcantracting | Philippines

le) Continuing education programs for directors: programs and seminars and roundtables steenar d dufiig the
YEar

" Senior Management refers to the CEQ and other persons having autmarity sed respensibility for planaing, dirocting
and contralling the activities of the campany



i

Thomas G | Moy 18-18, 2012 | Corporate Governonce for the | Center fov Professiomal Development i

Aguing Commaon Good Jusiness ond Eoonomicy,. Dp la  Sabe
Uiniversity, Fhifppines

Thomas G ulv 384 X013 | Board of Diecroes” Guide for Center for  Glagal Best  Procices,

Agulng Audit Compmithes Fhillppines

B. CODE OF BUSINESS CONDUCT & ETHICS

1) Discess brefly the company's pelicies on the Tollowing business conduct or ethics affécting directors, sanior
management gnd employess:

Business Condust B .. . - I o TER. i LRy ok
B ¥ || Directoes: Seniof Manageme
tn the Compoeny’s Revied | In the {ompony's Revised | fame @ jor  Senar
Manial an Corporale | Mol fhe Compensarion | Manogerment.
Governance  fthe “Hewvized | Cammittee 5 mondoted to
Manua™l, o direcTor 5 | develop o Jform ow Fulf
mandated to ensure that his | Business (nferest Disclosure
personal interest doej pof |os part of the pre-
confict with the interests of | employment  regulréments
the Company. In oddition, the | for al incoming officers,
Nominption and  Election | which gmang others,
Commities & mendated o | compel ol officers to
consider possibde conflicts of | declare under the penglty of
interest In the defermingiion | peruny ol their exisiing
of the nominees for election fo | business irlerests ar
the Board. sharehoidings  that moy
fal Conflict of Interest directly ar idirectly conflict
Iif en octual or potEnbol | 0 thelr  performanece of
confiict of inferest moy orise, | dutfes once. hired.  The
the director 5 encowroged o | Compemsabion Commities &
Julty and immegiptely dsciose | olss maondored 1o .;hlerupll
it, and showld ot perticipate | or  review  the  existing
i the  decision-moking | Human Resaurces
process. A director who hos o | Developrent or Personnel
continuing materna confiict of | Hondbook, o stresgrhen
interest |5 encourcged to | provisions on confiict of
consider woluntony resignotion | inferest.

from his position,

The offieers &re  alia
prcowrpged to disciose any
potentiol conflict of interask
in  the Company’s  Revied | The conduct of busieess by | The conduct of busingss
fMonugl, @ direcler [ | senled monogement  with | by emplopees with the
moandated o condwct  faor | the Compeny 0 pod | Company s not ollowed,
business Pronsactions with the | encowraged. If there oo

Carmgany. any, they are an an orms

b Conduct af length busis, Senior
Business and Fair manogerrent must conduct
Dealings business Eransactions with

the Company, if ony, fairly,
and must ensure that his
bersonpl interest does not
carfier with the interedats of
e Cormpa.




{ef Receipt of gifts
froam third partias

The Company requires thot of
its dlrectors, afficers  and
emplopecs fo nof foke, offer,
or guthorige any poyrent,
gift, promise  or  other
oohvoriloge, whetler directly
or throwgh ony ather perion
or entity, to or for the use of
banefit of ony pubbc offical or
any palitical party or politicol
party afficial or condidare for
office, where such payment,
gift. promise or advontoge
wowld violate applicoble fows
of the Philiopkred Howeeer,
Taken pifts ove  deemed
arcegtehie.

The Compony doed ol hove
knawledge of any core where
o director received o
substantial gift oy reoson of
being o dirgetor of  the

Some a5 for Directons.

Same a3 for
tdarogement

Semar

e s a st

idl Compliance  with
Laves & Regulations

Lompony,

The Compoanys  Rewised
Mornual requires the Boord to
keep thelr octhities ond
decisions within its authonty
under the orticles  of
incovporotion  and  by-lows,
and i accordance with
erlsting  fows,  reles  nd
regulotions. The directors ore
alse mandated B have o
wirking krowedge of the
stofitory end  regeldtony
requirements. thot affect tle
Company, including ifs orticles
of incarpevation ang by-faws,
the rules gnd regulations of
the Commisstion and,  whers
opplicabite, the requirements
of  relevant  regulofory
ggencies. fn fing with the
alove, the Corporate
Secretary is reguired 1o ensurs
thot ol Boord procedires,
rules ond  reguiations ore
strictly followed by the
mermbers.

The Audlr Comiiftes s
mandated i the Company's
Hevised Moy o

Corporate  Governonee  to |

coordingte,  manifor angd
focilitote  compliance  with
faws, rules ond regulations,

Sgme o5 ,or Senior |
Mansgameant.

(e} Respect for Trade
Secrets/Use af

Mon-public
information

Al informarion, data,
bechnical o atherwise,
mraprietary ta the Compouy
chtained by the direcior
SETior  management, ar
employee  while under  Its
empioy, ore progrietany and

confiaential v Aature ang
shall not be used, divuiges,

Sarmie as for Directars.

Same &5 for Senlor
Managemsnt




printed ar reproduced withau |
the Compony's prge written
consent. During e regulur
cawrse of empleyrient, sch

infarmation/daty and/or swel I
materinl containing the. same
may be used only in relotion
to official Company business
and operabions,

lce of Company | Strictly  mrohibited if  for | Strictly prohibited If for | Strictly prohibited f for |

ifi
Funds, Assets and | persongl @€e o uwse  of | persongl use oF uwse of | persoeni use or wssoof
Infarmation persongl business personal business. persanal busingss
w2l Emplayment L | The  directors ae not | The Senior Manogement | The Compony currentiy
labor  laws & | employess of the Componp. are not empioyees of the | hos no emplopees n its
Policies Company; Srompaee samplisieny
Mhere is o policy Or procedure | ey moy be: subfect to | They maoy be subfect o
wnder which @ divecics moy crimingl prosecution or civil | criminal prosecution or
be subiject fo disciplinery | oction  when  warronled | oo action when
; oction, However, they may be | under Bhiliooine k. wiarranied Lger
(hi Disciplinary action aet-tm eiingl Phllipine fow.
prasecation oF vl netion
when warronted under
FPhitippine law. me— I . .
The Cdmpany has odopted a | The Company hos odopted o | The Company  has |
i1 Whistia Blower whistia blower palicy. whiEtie Siower policy. adaptind & whiste |
Blgasar policy, |
~ ki A —

W

The Compony's Rrvieed | The Compony's  Revised | The Compamy’s Revised
Maonug! mondotes the Eovrd | Monugl  mandstes the | Movwal  mondares  he
to estalbiizh and mudntuiy @il | Board  fo establish e | Board to earubiiivk sl
oiemotive gispare: resaubion | moindold  an oliferngtive | mainfoin  an eflecneiiva
systerm in the Company that | oispute resplution system in | dispute resolation System
can amicably settle confiicts | the Company thot can | in the Compony that con
Conflitt Reselutlon | or differences - between (he | amicably settle conflicts or | amicably settie confiicts
tﬂmpan}rundmmﬂmrﬂ'em!{.-ﬁertms between  the | or  differences between
ond the Company gnd rhies | Campany and its | the Compony ond itz
parties, imeluding the | stockhoiders und  the | stockholders, @nd  Bh

regiiaiory oulhorities Compony and third parties, | Company  and  thir
including  the regulotory | parmles,  including  th
gl T e regirlatory authorties

2l

3]

1)

Has the code of ethics or conduct been disseminated to all Girectars. senior management and errployess?

The Company hos ite code of ethics and upon oppioual by the Boord disseminoted it to s directors, tedior
management and conculfants

Discues how the company implements snd monilors compliance with the code of ethics or conduct

The, Compary hos estoblished ¢ system [o enwre proger implementation and compiance momnitoring of its code of
etiiles or conduct.

Helatea Party Transactions

{a] Faoliies and Frocegures

Uegeritie the company's policies and proceduis for the review, approval or ratification, momitoring and
recording of related party transactions betwenr and among the company and its parsnt, joint ventures,
subnidiaries, assoclates, zffillates, substantial stockhioloers, officers and directors, Including thelr spouses,
children and dependent siblings and parents and of intzrlocking director refationshios of members of the
Board



Related Party Transactions | Policies and Procedures

(1] Parent Company Aot o ok ple. The Compony hos Ao garent company.
(2] Jaint Ventures Aot applicable, The Company has mod entered into joint ventunes, _|
{3) Subsidiaries All relgted party transactions are fully disclosed gnd subjocted to

regudor  gudit by e externol awditors, All relored  porty
transactions are approved/ratifled by the Board,

(4] Entites Under Common Contral Same aw (3)

[5) Substantial Stockholders Some s [3)

() Officars induding Same 05 (3) i
spouse/children/siblings/parents - - -

|7} Difpctors ingluging Same gs (1) |

5|:IDIJEE1'E]'I"E|FE11.‘I!|-H|EE.|IIJEI'E'!1TJ
[B] Intaraeking directar relationdhip Sarme g ()
of Baard of Directors ]

i) Conflict of Interase
{1 Directars/Officers and 5% or mors Shaeholders

ldentify amy actual or probable conflict of iterest ta which directars/olMicers/S% ar more shareholdars

ray B inwalved,
r: Tar . ) T dg e ™ T r— =
Mowme

Mame of Drectars

:E_ame of Officar/s Mg
Mame of Significant Shareholders Nane =
(i) Mecnanism

Describe the mechanism laid down to detect, determire and resolve any possible conflict of intarest
between the company and/or its group and thelr directors, officers and significant sharehoiders

For rgnsoctions in rhe 'I:l-l'ﬂ'llﬂﬂ.l’jl' :r.mrse nf business, th: Manogement Cammiiftes shall
exeroise Iis judgement with regard o gry possible confiiel af inferead,

“OMPANY | tor transoctions thot are not in the ordinary course, possible conflict s considered and
included [n the report fo the Boord for ity ronsiderobion. The Board will exercise iy
Judgment in respect to this matien e
| Group Same &y Shoke,

E)  Famlly, Commercial and Controctual Relations

[a] Incicate, if opplicable, any relation of a family,’ commercial, contractual or business nature that exists
between the holders of significant eguity (5% or more), to'the extent that they are known 10 the company:

Names of Related
Miﬂﬂnmm

(bl Indicate, IF applicable; any relation of a commercial; contractual or business nature that esfete betwesn the
holders af significant eguity (5% or more) and the company:

MNomes of Related . T T T :

Gombeo Holdings, ine, Creditor-debtor relationship An'mr::'es ;rnf varipus eperotional expenses
crmerold Investrments, Inc. | Creditor-debror reigtionship | Advonces for vanious operational expenses
| Vielarde, Inc. Creditar-debfor relationship | Advonces for vasious operationol sxpenses

" Family relationship up to the faurth civil dagrea eithar by consanguinity or sffinity.



ic) Indicate any shareholder agreements that may mpact on the contral, ownership and. strategic directson af
the cormpany

Narme of Sharsholders W’m P Desption ofthe ramaction

| Mg

a) Alternative Dispute Retalution

Describé the alternative dispuie resohution pystem adopted by the company for the lzst threa (3] years in amicably
settling conflicts or differences between the corporation and. fts stockholders, and the corporathon and third
partlies, neluding regulstory authatinies

o - [P L |

The Compony sholl estobiish ond meintoin an afternotive diapute
fresfutian gEtem fhat oan amicably settle conflicts o differences
detwesn the Corpony gnd (08 stockhodders, eag the Comopony and
third porties, Including the regulztary authorities,
Carparation & Third Parses Some
Corporation & Regulatory Authorities | Some

e —————— -

Corporation & Stockholders

= o

C. BOARD MEETINGS & ATTENDAMNCE
1l Are bBoard of Directors’ meetings scheduled befors or at the beginning of the year?
As far g5 practicable, the Bpard of Director’ meetings are scheduled quarferly, storting every March of the vear,

2] Attendonce of Directors (for 2015)

T — & [ & i |,
Chairman Thomas G. Aguing June 4, 2015 4 100
Vice-Chairman | Jose 5. Alejondro june 4 2015 4 d 100
Adermber el V., Yelarde Jfene 8 2015 4 4 ag
Nfamber Mareelite R Ordlanier Turrr , 2015 4 4 140

| Member Vieante Martin W. Aroneta Wl | June 4, 2015 4 E | 75
Adermber Ge=rgrd Bon B Boutisia dure 4, 2015 | e 4 10¢
Member | Raman Guillermo R, Tugzon | une 42015 | 3 2 ad
Independent | Efsea M. flg, Jr, June 4 2045 | 2 =3 100
ingependent | Manou 8. Ubano June 4, 2015 4 3 74
Member Angeline L Mocaset lune 4, 2015 4 4 100 |

3 Do non-executive directors have o separate meeting during the yvear without the presence of any executive? H
yes, how many times?

5o far os s known to the Company, nom-executive directors do not hald mectings amongst themseives exclusively.
41 g the minfmum guorum requiremant for Basrd decisions set at two-thirds of board members? Please explain,

Mo, Under Article N, Section & of the Company's By-lows, o maonty of the number of direcrors as fixed v the

Articies af Incarporation shofl constitute o guorum for the tronsoction of corporate husiness, and every decision of

at lewst @ majority of the difrectors present at o meeting of which there is.a quaorum shall be vaiid as o corporgte

act, excet for the efection of officers which shall require the vote af & majority of ail the members of the Sogrd.

50 Access ta Infarmation



{a] How many days in advance are board papers’ far board of directors meetings provided to the boare? - As for
a5 practicable, the board popers are provided to the members of the Soare ore week bafore rhe toheduled

meeting.

\B} Do board members have independent access 1o Management and the Corporate Secretary? - Yes,

je] State the palicy of the mle of the company secretary. Does such male Include assisting the Charrman in
preparing the board agenda, facilitating treining of directors, keeping directors updated 1lgarding any
relevant statutory and regulatory changes, eic? - The Secretary shall be the custodian of and shall maintain
the covparete books and record ond shail be the recorder of the: Company’s formal ofions and raaseeTans.
She gssists the Cholrman in the preparotion of the board agenda, focilitates fraining of directors ond keeping
the directors updoted regarding ony refevant stetufory and regulalory changes,

fd] Is the' company secretary trained In legal, sccountancy or company secretarial practices? Plegse explain
ihould the answer be in the negative. - Yes

[e} Committes Procedures

Pisclose whether there is a procedure that Directors can avail of to enable them to get information necessary
1o be able to prepare in advance for the meetings of different committess:

¥es El No [ 1]

B ey, TP ST = T —
Committes F s of the pe e "'}- fﬂﬁ i B
Executive M
At The directars reay request for any Compary infarmalion af any

time fram the Corporate Secretary or the eoncerned afficers
Mominatian The dirsctors may request for ony Company Infarmation at any

| time from the Corporate Secretary or the concerned afficers

Compenaation The directors may request for gny Company informarion of any

rime from the Corparate Secretary or the concerned afficers.

Crthisrs (Managemant] | The directors maoy reguest for eny Company information of any
time frem the Corporate Secretury or the concerned officers.

Gl  External Agdvice

indicaie whether or not & procedure exists whereby directors can receive external advice and. If so, provide

deraliy:
= ._." .'i"_. r fE ..--'\._-H £ = B
Procedures bt £ | e R | S i e
The Company and is directors may seek extemal For legal motters, the Company engaged the
advisary serwices os the nesd for it arizer. The servioes of CFA Lowd on o réfainer boaiy,
engogement of any such external advisory services is
goorgved by the Bpard |

7 Chanpge/s in existng policies

Indicata, if applicabla, any changefs introduced by the Board of Directors [during its most recent term) on
misting policies that may have an effect on the business of the company and the reason/s for the change:

eTE

D. REMUMNERATION MATTERS

" Board papers consist of complete and adecuate mformation about the marers to b taken in the board megting.
Information includes the badkground ar eeplacation an matters brought befare the Board, disclosures. budgets,
forecasts and internal finansial documants



1} Remunerafion Prooess

Daclose the process used for detarmining the remunaration of the CEQ and the four (4] mast Righly compensated
management officers:

process = Tl
The Comporp's Rewvsed Moaval | The Prestdent/CED  determines  the
prowides  that the Cempessation | remunerotion, sebfect fo review by the
Committee thal desigrate e amount | Compensation  Cammiftes  dn the
| (1} Fixed rernunsration of remunergtion of the corporate | exevoice of ity oversight function, and
officers, toking inte copsiaeration the | robificotion by the Soord

experiemce  and the dunes of such
afficer, to be ratifisd by the Board.

| |2} Varishle remuneration | None None
The CED recelves o fived per diem
(3} Per giam sllowance plicpeance  when attensing  boord | None
meetings,
|4} Bomius Mone None
15| Stiack Dpvtions and
oiher financial Nanea Nane
Irstrumants . ==
= — |
I_lm Lishiers (specify} More Lﬂ'ﬂne |

33 Remureration Policy end Structure for Executive and Non-oiecutive Duactars

Disciose the company's policy on remunerslion ans The structure of its compensation package. Explain how the
compensation of Executive and Non-Executive Direcors is calculated.

. _- : : i..ii._F‘ ; l:....:._:_- { 7 . ....... ....-. = ) ,-:\..i.-'.. |-:.--i I.l I . |
The remimeretion of execintive | Flseg remuneroian, rhe

directors must be comperitive | ond Seed per @hem | pemumerction upon recommendatipn
to atfroct and retmin highly | for attendonce at | by the  President  and  the |

competent membars, eact *repting Campensation Commithes, toking |
into  consderation the experience |
The Company's  By-Lows ond the duties of such execotive
provide that the Board shall in'l'.l'ﬂ:mr. subject fa the cooroval of
receive and alocafte o i stockholalers repressnting ot least o
compensation, an omoont of moiceity af the autstandimg capitol
Ensutive nol more thon  few . poredn) : stock ot a regolor ar special moeting
Direetors {12%} of the pet income before af the stockholders
income. tax of the Company |
diring the preceding year, As per the Company's By [ows. the
Spord  delermines  the per diem
The Company’s By-laws olse wiject to the epproval  ef
provide thot, by resoluticn cof statkholders representing of fewst o |
the Hoord, each director snolf malority of the outstonding comfol |
receive o rensonoble per diem stack ot @ reguiar or soecial meeting |
afowance for hiz gttendonce at of the stockholders,
each meeting af the Board. - as
The Company’s  Bylews | Fixed pc diem jor | As per the Company's By Laws, the
Non-Executive | prowide that, by resolution of | etteceance ot each | Board determines the pes diem

Directors the Boord, pecih dircctor shod | mmee ng subjecd to  the opproia! of
FECEIVE @ FEGsonatie pev diem — |' SIoCkioilers IEpresenting of legs ©




allowarnce for his attendonce ot rrajarity of the autitanding copital
eoch meeting of the Boord, stock ar o regulor ar speciol meeting
of the stockhalders.

Do stockholders have the opportunity to approve the decision on total remuneration (fees, allewsnces, benehits
in-kingd and other emoluments) of board of directors? Provide detadls for the last three (3} years.

1) Aggregete Remunerabon (o5 of 31 December 2015)

Cormplete the follpwing teble on the agaregate remunaration sccrugd curing the most recent year:

(=) Fived Hemuneration 415,354, 73 i)
(6] “anable Remuneration i a 1]
(el Perdiem Alicwance 45,000.00 25,000.00 65,000.00
(d) Bonusss (] vl @
[e} Szock Options  and/for
othas financial | @ a )
insiruments
| Ifi Others {Specify) o o o
e [ —

1} Advantes 0 o
2] Credit granted v} L)
3} Pension Plans
Cortributions ¥ . ’
(4] Fonsicn Flans,
Ohligations incurred e o g
(gi Lifeinsurance Premium | O (i} (i}
[l Hospitalization Plan 83, 7858.80 o i
| lg] CarPlan o g 0
(b} Others (Specify) a 0 a
Toml ﬁ 93,788.80 g 0

4]  Stpck Rights, Options and Warrants
{a| Boand of Directors

Compgeie the following tabke, on the members of the company's Board of Directors who own or are antitied
to =siock rights, options af warrants over the compamy s shares.



‘ Drmctor's Mama

Mo

w % from Cagital

—1

igl Arendments of incentive Pregrams

indicate any amendments and discontinuation of any Incentive programs introduced, meluding the ofiterla
used in the creation of the program. Disclose whether these are subject o' approval during the Annual

Stockholders” Meeting:

11rulﬂllm

The Personmel  facestive Fmgm-m
b been diccantinued

5 Remuneraticn of Management

Ideatify the five (5] members of managemont who are nok at the same time sxecutive difeetars and indicate the
tatal remuneration recelved during the financlal year

O

o

=
b
.,l‘r

fifaric Menitg 5, Litvg

lapl Gannales

Edgor Tanguiton

Kristion Mael A Purg

Rosoimee Helguin

4,354 B30.64

E. BOARD COMMITTEES

1} Number of Members, Functions and Responsibilities

Provide detdils an the number of members of each committee, its functions, kev responsibilities and the
power/authority delegated to it by the Bodrd

[ Ll N AW
1 e, =y
s 3 - I - £ b e [ A
Committes H_I_E.".-".‘_:,._gI - _'-:..E' m
ﬁ 45 — "I-' "Iir
Exwiuiive hifa
Audit and Risk | 2 BE | Aurli eng fak | The primary. | ¥ kay responsibilibes are | Moy diolow ory
Commitioe responsiaiby Bl the | il respect i rangadlt W
Charmer Committes is | 1. Feoncinl Repeming end | tkot will conflict
awarslght iclares wiTh e oatier of
& HHk Mondgermend ond | gn careeal
Ineternal Cantrof | mudifer ar mey
3, AMamaprrnemtgad drterng) | pose-a thiear
Aty pnd his Varependence
4. Externo St
Mominatien | & 1 T Nomingtion | Reviews and | L review the gualfications | tay daqueiy o
Covmimities Imruutu af the nominess for the | nodtines for o
Charter qualficanons of ol {Hoord  ond  derermine | boord seor or
prraony namenated | wherher oy grownd  for | ong ather
o the liodrd ood | disquoiiicobon ety BRaiETiEars




—
ot requine Boom!
oppraral

2 enwure fhat ot leasd ane
mopanpcutive  dimmcdor Wit
SpensitE  im e same
industty au e Compaiy il
or  gualfied for election
during  rhe  amum 54
meeting

A sef gl g0 dhe nigmber
of bosal  Eeaty @n DaRer
rompanies thaf o dleecior or
Ihe Pretigenl o CED ol [

Company nigy
SEieneousy i
especolly with other pui, il
listed companies;

£ reidw I Quoiifemiions

of the muminees for poaiiior
It Company  roguiniag
orpowiment by Hhe Hoord
aved ol thersrmine whether
oy ground far
diprelficatan  agamsr  he
novteel ewafe odher
relevant fmws o rules af the
Secuiied  ond  Eachange
Commissn,

5, mpproinl O LA
prafessianal, honest & gty
rmahinried manogement
afficass

thar reguire o
tanrd approval

Comperdation | I

Estatkshes o formal
[T [ransaarent

develaping @ poiicy
oo remungration of
giectors ang

Sfumction  puer  the
rereuneeazian af
SEANF  FEnademanl
and  acher  key
Comannapl 10 emedey
thi tha
campensatan i5
conififenl  with the
Compamys  sraiegy,
cwiire, ood contnol

1 estphlish @ formad and
rrovsparenl  peocedure  flar
dirvelaping Ry mwe
ExECUTHE TEMwTEATTGn and
Jar Jiing the remiuneraiion
packeges  af  indivaug
directary, (fary, & officevs;
2 eatalivsh arHxn,
retiremest, boum gt
vharing, or jarker typed of
Icantives af pRmOEdLdkon
gions for the emalopees,
afficess amd directors of the
Company and fo dererming
the parsons bo particimate in
amy swch mlang ond  thi
amowl of el respeciive
PTG R

B review remmanermnon of
senior  monagement  ard
arher key peranenel gl fved
iy the President

4 gdeteming regdaacbie
per diers ailowence aff e
direcrors for arendanoe ot
ot meepng of e Boaed
subifect to mardfirmtion oy ihe
B

3. dexigocie che sirgunr of
remuresation of  che
exteuttee affices sishiect fo
rotification by the Boand)

& enxune fhar e 5 e
the appartunity B seuio
gr speco! | merting
npareve Iie decision o0 tobad
remmungradion of meambes . of
the Board!

I develop @ form & el

Moy ofimlaw
any awechor o
aepide his or her
il
FETIEAITion




Biirimess Infprest Quschanias
o opot of e pre
emplosmnpnt  AOpUTRETIENT]
Jor alincoming affipenn;

8 deveign  the Personne’
Hooobook [ e Emblisn
peonliians @i o af
imteresd, safares and Derefits
potEieE,  prewnodod ool
oreer potemacerne
divpctives and complipece af
emgloyeed cosdemad  with
of  sohufary  FEqUITEmeany
thot must be periadcally mel
i e respechive ROSEE

GOvEr far  Dprrohon,
enmengihured, MeAInEL
mikieg .of  faptm el
sourciny  af  fumdy  ano
Budigel af B Campam

3 dpprove  eock  apnugl
opeRTing feadiped or rostal
bodpet of e Campoey, and
of may mirerial arrangiment,
rmadificatiosr  or  dewigiion
oed of oy dishyrement of
Engenses ape cfleced in
such budget.

& Approve @by Ao
rpprelitare, In ey
malbiple  components of @
sivgplis cvder av Spatem, wdich
expenoitere i aat porr of the
biwinere plon oporowed by
fhp 5M:

5 Approve  burraweitg,  of
gucranter o o agreement
to indesmily fiv ory oo
fisbufity in waph cote  mal
provided. flor (n v mpproeed
tudget; amd

B Apprews Eriningiaon
Bbween Ehe Compmny and
np SR

Cithery a I lanogermne Tekesy thu.rgr af the 1. Appomt ond remoue any | Remoaal af |

 Petanagement Coamie o iy e doy | affices af e Cempeny | Compomy
Commditin Lot T apcratians  &f  the | eserst Ehir Peeainlgar, | afficen, Antepd
Crmpany Ireamarer ond  Eovparnte | the  President
! Secretany; Treasurer  grd

£ #Approee o amEnc fhe | Coranate

fnmunt Braneread pimn | Aecrofory

dpprowved &y bhe SH o

The showve Committess may alse cary out adaltional funetions rmd pdopt odditionol policies ond procedures ai inay be
approgriate i lght of changing business, legislative, coguintory, legal or ather conditions. The Committess shall also
cory cut any ather respansibiiities and duties dedegated to. it by the Boasd of Cirectors from time to Hme related o its
respective purpose.

1) Committes Mambers

[a} Executive Commities! NOT APPLICAALE

vk
%l :
Oiffice Mame " | .
et
Chairmenn




BArmber (ED}

Rember [NED)

Memiber (|01

Memher

(b Audit snd Risk Commities

b o— e

i ; j il e
Chairman ID] | Marlow B, Ubano i July F Fd 100 | 2 yeors
15 L !
termber (NED) | Momon Guilfermo 8. Tudzon 1 July 2 s 08 | 2yeors
2035 ISR
Bember (NED) | Gorord Ban B Houfista i iy 7 2 w0 | 3 years |
315

Cisclose the profile o guedifications of the dudit Commities members,

rhe Compony’s Revised Monual on Corporare Sovermanee mendares thal the Audit Commirtee shal! consisr of
of least three |3} divectors, one of wnam shall be on independent direcror,

Marfoy Buenafe Ubano, 43, Flipino, Atty. Ubano hay been in practice af low for fifteen wears. He i the
Founding Partner of the Ubano Sionghin & LoZodo Low Offices which was estoblished in June 2002, He &
currently @ Governor of Integrated Sar af the Philippines = Western Visoyas Region, He served os Assistant
Secretory for Legal Affairs of the Philippine Department of Transportation ond Communicotions from 2011 ro
JO13, He was the Commissiongr of the Commisson on Bar Discipline, Integrated Bor af the Phifigpines from
2005 tn 2007, He nlsp served os President of the Intégmted Bor of the Philippines - Cople Chagter from 2007 to
J008 and ogain in 2011, and ay Deputy Governar of the lategrated 8ar of the Phifippines - Western Viapas
Reglon from 2011 to 2013 Aty Lbono Wes eworded the Presidential Mlagee of Mert from the 180 Notonal
Fresialent dn 2007, and a Plague of Recognition as the Mast Outatanding (8P Copis Preslgent in 2009, Aty
Ubgno i3 o Member of the Asean Low Asscciaticn amd the intellectual Property Assooation of the Fhile, nc
Me obimined hy Bochelor’s Degree in Low and Politica! Sclence In the University of the PRilippines.

Gergrd Bnn A Bowtlste, 52, Fillping, & currently the Choieman of the Univershy of Beguio Feundarion. He 56
partner in BNN Boutisfo Associates, on Architecture & Planning firm estobliched in 19649, and the President of
Eguplon Philippines, Inc,, o leading educationsl pre-need insuronce compeany, He &5 o Charter Member of the
Aorary Chul of Makati, Greenbel, He i3 alss currently o member of verious ossedotions, nomely, the Harvard
Architecturel and Urban Society, the Harvard Club of the Phils, the Harvard Alumni AMonce for the
Enwironment, the Honvard Alumni Entreprenewr:s, the Philipgine Javeees Senare, Rockwe! Club, the Porsche
Clerdr af the Philippines, and the Rockwell Glub, Soqulo Cownry Club, He served os President of the Makat
doycess, Me oltoined kis Bochelor af Science m Architecture [n the University of the Philiooines. fn 1987, he
phtained podd graduate studies i fnformation Technology for Architects in the Atemeo de Maonila Linmersity, in
2002, Be obreiied post groducte studies in Finoacial Forecosting In the Center for Rewecrch and
Communications in Mandeleyong. Likewise in 2003, he abtoned post groduate studies in Fimance for Senlor
Exvcutives in the Asion Institute of Management in Makot! City, He olso obtained post groduate studies in
Actun! Plarning and in School Planning ond Design in Horverd University in Combridge, Massachusetts.

Romen Gulllermo R, Tuazon, 57 years old, Filgine, He i the president of rhe Aslar Institute of Journolism ong
Communicolion (ALIC). He is alsp o tristee/bogrd member of the AUL and the Singapere-based Asian Medio
Information Centre [AMICL Since 2007, Mr. luozon hos been the chairman of the Commission on Higher
Education Technical Committes for Communication (TCC) and member of the CHED Technical Panel for Sockal
Scignces and Commumicotian.

He hos served UNESCO In worlans copocities: UNVESCO Communicotion & information Adwisar [February 2014
present; UNESCO Specialist for Myarmar fNovember 2012 Jonuory 2014) representative of the UNESTO
Aegional Directar fo the UN Country Team in the Philippinas {2016-2012) We koo partidipatad In isveral
mbernotioral ang notiongl research ond consufracy prajects in divedie dreas such o somenunicotion media,



fermel end non-formal education, Wteracy, children's rights, fodiciol reform and rde of Tow, #te, These profects
were supportad by mudtiloteral ond Bilereral agencies Ingluding the Warld Aank, ADE. Furopear Union, ond
worious LN agencies ond executed by warinus gevermment agencies. He s co-guthored sl books, co-sdited
15 hooks/monographs, weltten ovar 10 hasdhaaks modides, pubiishe d purmeroos artisles in infermotionnl and
neational books, journals, ond monogrophs. Amoag hix lotest publcotions are; MultidEciplingry ieguirg on the
Cerlture af Impunity in the Kilting of Jovrnalists (2013) ond Meaio ond Information Literacy; Curricalum for
Tegchers [UNESCD Parls, 2011). He has contributed m several internotions! publicatians incluging Medis aqd
frifarmotion Literacy and nfercuifural Disfogue (NORDICOM, 2013) ond Gender Sensitive indicators for Medla
[UNESCD, 202 Me was o peer reviewer for the recent UNESCO pubiicotion, Globe! Medio Jnformation
Literary Axsessment Fromework; Country Reodiness ond Competencies {2013

ke, Tumion compigied his Moster in' Communicorion Management frovm the AUC and Bachelor of Soience in
Commerce from UST where he alsp fook groduale work (7 odwertising.

Describe the Audit Committee's responsibiity relative 1o the external auditor,

[he Audit Committee perfarms oversight functions over external cuditors ond ensures that exteral guditon
ore given unrestelctid occess o oll records, properties and personae! o snoble them to perform their oudit

funetions,
le] Mominabon Commiites
{ ST |

Chairmian Wicente Martin W. Aroneta il | 1July 2015
Mesbes dose 5. Aleiondrn 1.Jivy 2015
Member (¥} Elisea M. Rig, Jr, 1wy 2015

(d] Cempensation Committes

. WS T A Tt

Chairman Themo: & Aguina | 1 fuiy 2013
Mamber (NED) | Marcelite R, Dvdones 1Tl 2013
Mermibier (10§ Ellsep M, Rig, jr, 1Tl 2013

el Otners (Management Committes):

Provide the same information on all other committeas constitured by the Board of Directors

: M el[ma @] [iewm  of
oo Mame =5 '- s“h%\; i e i the
== )% i .
Chairman Mel V. Velurde 2 Jyly 2015 5 3 100 | 4 Years
Member (ED] | Thomos G Aguing 2 July 2015 5 5 100 | 4 Fears
Member (ED] | Angeline L Matasaet 2 July 2015 5 5 100 | 4 Years |

3] Chanpes in Commities Mambers:

Indicate any changes in committee membership that eccurred during the year and the reasan for the changes:

NemcofCommitee [Mame T Taemn |
| Euetutive None
CAudit Nene - Election
[ Nomination Elisen M. Rio, Jr. repiaced Veronico T. Merk Election
| Compensatian Fliseo M, Ria, Jr. replaced Veranica . Merk Election




| Others iManagement] | Nane : = |

41 Work Dane and |ssues Addressed:

Describe the work done by gach committed and the significant issues aodressed during the year.

Mame & e e - A BP0 Sy

Committee Pt e A o L S Aep - .n

| Exmfcutivg Mot opplicobie

| Audit Revlened ond svaliated the finoncin! stotements and the findings | Mo significont iisues arose
|

af the extemol ouditors; Drafted ond opproved the Auglit and Risk
Cowmmittee Charter

| Nomination frewewed ond evolusted  of the qualificotions of rominees fo the | Mo sigaificant Baues argie
fhoarg and pomwiers 60 gesitions requinng Boord eporoval;
feviewed ond tpproved the Morminotion Commitee Charer o
Compersation Reviewed ond evwolvared the compensotian of the directors ong | wo significant ssues Jroie
Maonugemeat, Rewewed ged  opproved  the Compensodon
Comrmidtiee Charter

ManageTient Ditegted the day to doy operotions of the compeny; Reviewed and | No significont iswes orose
approved the Manogement Committer Charter
|Others (specify] | Mot appiicable |

5] Commities Program

Frovide a list of programs that each committee plans to ondertate 1o address relevant issoes in the improvemant
or enforcement of effective governance for the coming year,

Mame of Committee | Planned Progs .
Exacutiye Mot gpplicable |
Audit 5er up the internal Audit Department and | establish and ideatify the structure of the
appoint the Chief Internal Auditar Interngl Audit Department, with the Chief
Intermal Auditor sesorfting direstly o the
L Committes functionally
Momination Review and evaluation of the quulifications | Quolificotions or disguolificationy, if any, of |
of nominees fo the Foard ard nominees to | raminecs. fa the Boatd and mominees o
AEsitions requiring Soacd apprsvel | pasitions r:qw'rhnﬂwdupnmva’
Campensation Rewview end evoluation of directors’ perdiem | To  determine  remwmerotion  sufioent o
gnd remwireration of senlor mopogerent | ohrectond retoin the services of
and other consultants of the Company, guoiified and competest direriarns and senmor
dificrrs. meeded [ runl the  Cormpany
:L.n:l::_-'l.'q_l".l.nlly &=

F. RISK MANAGEMEMT SYSTEM
1) Diciose the following:
[} Owexall risk management phiicsophy of the company;

The Boord hos the overoll responsibility for the establishment aond oversight of the Group's risk management
framework. The Compeny sholl fund its aperational and eapitalintensive projects from internally generated funds.

(bl A statement that the directors have reviewed the effectivencss of the risk management system and
comménting an the adeguacy thereof;

Fhe Soard reguiarly meets te discuss ond update temselves regarding the ongaing plons and prograres of the
Compory and how these may affect the Compar,'s lquidity and other relevant risks. The Company shol! estabiich
ar provide for a system an internal audlt of the Compony to provide @ more affective ritk RN AGETIRRT SPStET

[} Perind coverad by tha review;



The rewiew conducted by the Boord regeswing the efFertiveness of the Comipany's risk monagemen? spstem coverns
nprofects and getiwies during the guarter arewioes o e Board maeiing

{d] How often the risk manspemert systam L reviewed and the directors criteria for assessing its effectivencss

snd

The Company™s risk monogement poiicles ond strocture ore rewewed regudorly to reflect changes i marker
coritions and the Company's octhwities.

(] Where no revigw wad conducted durng the year an explanation why not.

Al dpplicoble.
1} Risk Polcy

{al Company

Ghve & gemeral descriplion of the comudsy's 115k management policy, setting out 2nd assessing tha risk’s
covered by the system (ranked according to priodity), along with the objective behing the palicy Tor gach kend

of risk:

Risk Exposure

Riskc Management Policy

e

Coempefilian

New gnd exising competitan eon m-d-: :he
Company ond Jts subiidiaries” competitive
aavantage through the intraductiog of new
produeti and tendces, Improvement af
praduct guolty, icreuse in production
efficiency, new and vpdated tecknologies
and cosis reductions. To monage these, the |
Company and 5 sibsidfanes conlinusuihs |
comd op with new ond exciticrg products |
and improve groduct propositions.

To  emsure compelitivensss  of the
Company’s products

Thirg poarfy services

The Company’s socipl medla services ore
dependent  on 37 porty  services,
Maintaining and susinining & sotisfocton/
refationship with these urevides I eritical
fo ensure ftechmicol support for  the
Company’s: social  medle  sewces. Ta
mitigate  this sk, the Comoony &
constantly in search for the right partness.

Fo mirsmize the Compapy's Exposure
to unreiotie 3" party  service
prowide

(nierner

The Companys social medio senvices ore
depandant on the quality and oeceusibiity
af the (nternet, The ower-gll vier gxperonce
mey be odversely affected by @ poor |
internet conndchion. The growth of this
s=ctay in the Philippines may be United ws
internet access Mol not reoch mowe for
Mung aregs in the country. To mingere 1his
sk, the Company is constantly In saarch of
telecommumication  partners . who  will
pravide reliobie internet connection.

o) Group

To minimize the Company’s Bipaduie
to  wnrelfoble 3™ porty  service
privviders

Give a general description of the Group™ riss ma-ngement policy, settng out and assessing the risk/s coyered
by the system {ranked according to priority ), aloag with the objective behind the policy for each kind of risk:

The Growup's risk manogement palicy is essentiolly the sume os those implemented by the Company;

£} Minarity Shareholders



indicate the principal risk of the exarcise of controdling shaeholders’ voting power.

Exsrcising control gver the stockhalders” voting ww-efbean the risk af :re-r'mn‘ an M?bdl'ﬂ'.rH! between the

I:mpndm o the avaidonce of confiicts of interest ond on prompt dischosure of potential carfiict; (il

S

controding and the minority shareholders, for which régson, the holders of the Company’s shares are i
eaually entitled to one vate per share with the objective of protecting minoerity inferestss AL the some time
the identity of the controling shareholders and the degree of awnership concentration are disclosed in the
| Company's oanwal repart

Ax with ony other covporotion thaot has vorious shareholder groups with dfi]'ierrng' interests, the minarity
shoreholders” interests moy not be priontized by the exercise by the controlling shoreholders” of thol
viting ponwer. To ogaress this sk, poficies ore n ploce fowords enserng thet the Boord will, in aff cases,
conskder the corgaraie irterest @ @ whole, among them are: [} emphass on the fduciory responsibiities
of the Boord ond the officers to the Company and its shareholders ang the duties af core and pruderce; (i}

prompt, full and fair disciosere of moterdal information; fv] odeption of pollcies on refafed party
fransactions: and (v) other policies towards avoidance of actions that wil fover the contraling o mojor
shareheiders at the expense of the minarity shareholders

i} Control System Set Up

(3] Company

friefty describe the control systems set up to assess, manage and control the mas Ssueds Rced by the

COmpany:

Risk Exposure

Competition Input from the: soles and marketing Tn mnug! these, meﬂnmpnﬂ}' and ¥

tearns ore considered in oisessing the | subsidiares continuously come Lo with

competition, | new and exciting products end Improve
_| product propositions.

Fhird Borty Services | Input from  the rechndcsl teom & | 1o mitigote thiv nsk, the Compasy .u
considered in assessing the relicbility of | constontly in seorch  for the right
third party senvicer partners.

Intermet Impat  from  the fechafcol feom (5| To mitipote this nsk, the Compomy &
considerad In gssessing the reflopiity of | constantly 0 search  for the righe
infRrner COMBECTioN. pargnsrs.

by Growp

Brielly describe the contrdl sysiems =t up 10 assess, manags and control the main Bsusfs faced oy the

COMmpany:
The Group's risk contral spstem is-essentially the some as Hrase implemented by the Company,

fe)  Committee

Identify the committes or any ather body of corporate governance in charge of laying down and supervising

these contral mechanisms, and give details of its functions;

[ |

ST e

dokp oy loggs LAY LI}

AdarapeTent Reguigr peview of
Carmmitnes Company aotinlies

Poqer Fa q,n,nrwr ay gmend the onfiual business plan (o govern the
operation, expeaditures, activities, moking of copital colls. sourcing

Auwdit ang Ak | Regular review of
Cammities sk

palicies ad
management

of funds, and bugget of the Company

Lo metwering octiaiier af the Commdtee

A, Finmoriol Reporting owd Nsoossres
§ The Committer dball review, with manogement ong the sitemod audion
g apprave. priov j pudée dosenrunation, the Comporny’s saneal oudied
finmaciol stace i sed gy uisrtedy fneosm! statemeats anid reparts
2, T@Em:l.mrm.-mﬂ'mm ond iden iy moternl svvder and frovd, o




enswie e robliatmient of meavpres for suffcient nxk comiro,

2, Ml Comrealtiee shol! reulsue uaugenl or pamples’ transactiony nelunling ol
rekaied party (Fanseehons

o, The Committed shm review mnd dotermine. with momagement ong (e
esterng guities @ad Edraes ifve (MEart of new arcownning sondordt ong
imerpeetvions

5, The Committee sholl commanicaly wil oo cabsas’ o4 Atigarion,
Elaimi, condingraches ar cbher dgnificont kol tesues that impect the fingois!
FrEEmEAL

5. The Camemttes shaod revfelw and plscuss with momaagement apd e
external puditors the Componys eamings preds relemsed od well as finpnoi!
informaotion and aarmigs guaeacs aankded to anelsts ond mting ogenoes

F e Committer sholl sengw oy sgrificent daagresment bptween
managesnent and the indepemdent avdifoy ar the Infermal Awdlt Deps | ted
i conmschian Wil BhE  prEpameias of the Seanciol statermests ond
Mamagement s FEsno e e sadh ritiles

B, The Covmimirhor shall gssess the correrporgence bebweon tha Campoey

and regulators segording finameial fifnpe and disslasured

A Rk Mannpement and fnternal Controld
1. The Committse shad pbtan Marogement's gssnance an the state of
inteenal Lonpnms,
2 The Leomrelinee Shall review mfeenal oudidors’ evaliatior aff nteroal
controdL
A The Commitiee shall svaumte fhe miscno comim! Giles mEed by
Axternm audire's a0 TEHEsE the COWEND pnvlpnmert, including /T sydems
and functians. _
4, The Camumtter phall ied @ feamework for frovd presentian ond detecrion,
imeluaag phe setabiichmaest of the awhictiesbiowser progemm.
5. The Committes shall defherate o findiegs of wenkaess in comarods and
FEBGUTIRY e
. The Comrnittee shal evalurte the sufficency ond effeceveness of rik
maEragement prolesses enn poilcies and mes! with Maragement 88 ditcus
the Commities’s oidervatians and fiagings on the rok grocesies s paleles
of the fompany
7. The Comemitiee sholl greperfe and mpement o Busmess Contmsiiy floh
B, The Comemittee siolf alye promore fisk owmreness in the Company.

C Mensgersent and Intemel Audit

I. The Committes tha sualiris Manogament’s mmalioncs widh i Sode
of Coaduet

2, The Cammitres spell gnusiye pacesiricied apcess of the nfernm! puditms
to ol recovds, popedlies and gersoams! f the Cormpay 1o emabie thes
perform ihev intemal aue funeTiors.

3, The Comrnirtes shall ser up i dadzma Apall Qeperimond and g@powd
the Chiaf Mrarna Autitar. It shal eptabieh and identily the dbructune af the
irderpal Audi! Department, wibh B Ol Ingreal Auditor repartang deectly
10 eer Covmenitrios [rctionnily, The Commenes sball olso opevove the intrraal
Audit Charter oad mireguent amendments thereto for approva of the Beard
The Camenibes aholl mlsa avsesy doeguaty of reowtn and i e
Indepandance of i Inparnal Audiy DEparrmsss )

4. The Commitiee sholl encure romphance by fhe Inferned  Auck?
Departiment with indermenione Srandareti on i Prafrsviemal Procrice - &
Irdevrol Auditing

5. The Comminiee sholl @l reviow and opprowe Ihe fafemnnd sogiT anmuni
pien, easirg il If canform lo the pbyectives of ie Campimy, It shall plio
apgrove the exterd ang wope qFrnr.- inpeErnal ol wark, amirng iat the
oudlt rEssACES ove rrosonably obocofed to the oreas-of highess nsk:

i, The Canwnittre hoil iewew tie repodly of the el owditars end
rogiskatony agencis, u'hmmpl'l'l:nﬂe ensunng ot Monagoment a feling
ORRFOETRE CovTe e oo i Bimely manes,

7 Smould the Compomy become o subsidiony of o foreign rorpoegbin
cowermd by ire Code of Comarere Gowraance, the Cammiftes shad ansume
rhat-ime dnde e aeditar & ingepemden of e Phippre oppmripns gag shalf
Fepnet b e regioni covporate Readgwiriers

D, Exterrl dudit

I The Cdommebter shaW ovieds ond anjpre fhe Addpevoioice ohd
professionl guosiicotions of Me externod pudaore B sl recomemend the
appoiatinant af 1he sxteemal guditars ang their remumeratian to the Toard, The
fommittes shall ensile that the extoruy coditers are rofpied or changod

———_m




overy (e (5] vears pr podier; of the smming parened of the external ruditing
Jirr asslaned fa the Covpomy, showld be chonged with the sore frequshicy,

J. The Commubhee pholl disiuss with the extesnm’ ooditgr, prige 8 the
commmames pent af e gt the mature, soope and expenses aft e owdit. &t
sl alse rewieis the reparts sehmdled by the exherma audiion, and e bhe
ExiEe] aLdan " comanEeoe wilt @uauiting seamdird,

L. The Cowiriiitee sball sealaote ofd detamune the mon-oudit work, | ;o
aff the exermel auditors, and revien perodieally thie noe-aude fees povd o the
exlEvaal euditon innelorion ta they ugaficonoe fo the fabg pananl Meome of
the externn! urditan goad 1o b Cempony's avemll ponsutoncy capeees i
bl diselou ory mon-godit werk phed Wil confTict with the duties of the
extermal auditary or moy pose o thieet 1o thair ndipendence,

d. The Comeitres sholl sealumie ond srdevatond ogreerments bebwesd [he |
extiremal ouditor and Maonagement, !

5. The Committes sholl alsa eesive thut Manopemen! i tahing gpofograre |
corrctive achian oo the fisdimgy of Bae extenan uEEVG 11 8 Bimly monner

fi. The Comenitter wholl ensdre  Monogement’s comipedsnce  Fegaring
Foancial  repoctirg rapeaniiliiie fdedig sggresivimess A
rppsanshioness of declslons:

F The Cowmeittee shall @ngaee ot Monegement shiol rimely oed
camalriely cammpnicate with extemal auslitar e cntival palioes alfernpiie
teatmedls,  obienanipns  an  ntern@l goafraly,  ouddl  pdiued reni,
Indeaendrnre, Gaitotions oo 1 i wark St by the mopagement, and otiier
artere Waues fiel gifect the pudt and ol reporting.

-, The Commirfep sholl eacuee paredtricted oczeds of fle St o
fo ol reconl, FrOpEMes ond pevsanos) of the Compoay to moolo tReTT
povfarmy Heer exiermal i furichiin

G. INTERNAL AUDIT AND CONTROL

1]

Internal Control System

Disclose the following informafion pertaining to the internal control system of the company:

(a) Ewpkain b the internal contral system s definea for the company;

The dtemal contral 5 @ syster established by the Boord of Directers and Management for the sccomplishment of
the Carpony’s objectives, the efficlermt operation af its business, the reliability of its fimancial reporing, and
faithful complionee with applicable fows, regulations. ond el rdes, The Addit and Risk Commificg

mgnidated fo monitor ond evolugte the adeguocy ond effectiveness of the Compomy’s. infermal confeol syigem,
including fingnciol reporting condnol and inforrmotion techaolody seourity.

ibj & szatement that the directors have reviewed the etfectiveness of the internal control sysiem and whether
they consider them effective and adeguate,

Thie Spord Wilizes ts regular Boord meelhings 10 review ond ossés the effectiveness of the Companay’s Inferma!
controy system.

(el Period covered by the rindew:

The rewaw conducted by the Hoerd regording the effectiveness of the Compony's Internal connal system covern
profects ong ecthvities diving the quarter greviols to the-Boarg meeting.

{d} How often internal controfs are reviewed and the disectors’ critoria for assessing the efectiveness of the
internal control system, and

The Bodrd ubilizes (s reguiar Boord meetings (0 revivw anc assess the ffectivensdss of the Campany's interne
eontral system,

(2] Where na review was conducted during the vear an explaralion why net.

Net appifcobie,



11 Internal Ay

{al Role, Scope and Intermal Audit Functios

Give @ generat description of the role, scope of intemal audit work and other details of the internat audit

function. )
=

Role Scope N
fa mhivide | On the boss of the appvoved | fe-vause, infermal | The sudlf function & | kel Quhit
ingependenl, I' gudit plong,  fleras)  owdi | Al gy coneel performed by [he | eRot Gre |
Ef i P | exgrnyiotimng showld coser, af | Exferhal Apstifor @8 | heads pj’t.lre dl'ﬂi!rinr ibymited fo phe |
SELFRNE o | the minimum, the evmluobon | necessooy ov Iﬂ'rpdr‘tmmh within Auwdit  Commmiier
Cor Mg of the edfeguogy and | Goprognois l Hielr " directly.
YIS ta | effecivenem af comirads Lhap '
Moiegemient Couer the carporotian's depariments.
decigmed foadd governance, tormations  and
vl mad jmprmoue | infarmetian ishriia, |
the Comamnpy Infiuding the rehoiiily ond
CDEThEINS, infegrity af financal  ond! I

aperapionel infarmifipn,
effectiveness and efficiency .
aperations,  protection  of
assets, ond complipnce with
condrocts,  Mows, res  amd

requiannng

ik} Do the appotntrment and/or remoal &F the Interrs | Auditor or thie sccounting fauditing firm or corporation to
witich the intarnal audit function is outsourced rejuire the approval of the audit commitiee’?

Not applicable,

fe] Diszuss the internal auditor's reporting relationship with the avdit commities. Does the internal auditor haws
direct and unfettored accoss to the board of ditectors and the sudit committee and to al records, propariss
and persannel?

e feads of the different departments have Goress fothe Board aed' the Awdit and Atk Comenitres, and fo
recovrdy, propeciies ond personmed of thelr respective depordments,

[d] Resignation. Re-assignment and Réasans

Dischose any resignation/s ar re-asignment of the internal audit staff {including those emplmeed by the third:
party augiting firm} and the reasanys for tham

Mol aailicable, The Coampany hes no intermn qudie stoff.

Aot eppitcoble

Mame of Audit Staff %ﬂﬂ_.’ﬂgh TAE I 7 _

1 m mo e

(e} Progress-against Plans, issaes, Findings and Examrination yrends

arare the internal audit’s progredss agalnst plans, sigrificant disseer  significant findings and examination

trends,

The Comparty compretie isively reviews and rmglements the estoblished

P AN oudit pian bosed an o .« heduled timeline.

Istures”

There are po significan? 550es imvoling n‘.&ljl’i.-'i?m interpretations hecause |
the Company impiements and odheres o o fved set of occounting
polivies and inremid corbrod mechoniems.

" Mlasues” are compliance matters that arfse from acopting diffeient ininrpretatons.



wre ore no s " J;_'-ﬂi
X Th igr ¢ fnaie
= The Company continwes fo condust erimingkbion of possible sues on o
et regulor boss & o penersive Ssues or findings have been defermined,

[The relationship among progress, plans, issues #nd findings ihould be viewed as an internal control review
yiche which invohes the following step-by-step activities:

1| Preparation of an audit plan indusive of a timeline and méestones;

2| Conduct cf examination based on the plan;

3| Evaluation of the progress in the implementation of the plan;

4| Documentation of ssues and findings as a result of the examination;

5] Determination of the pervasive ksues and findings ["examination trends”) based o single year
reililt amd/or year-to-year results;

b Conduct of the loregoing proceduies oy a reguiar basis. |

(1 Agdit Control Pollcies and Procedures

Disclose all imemal audit cantrols, policies and procedures that have bean established by the company and
the result of an assessment as to- whether the estabiished controds, policies and procedures have been
implemanted under the calumna “Implementation

Pﬂﬂn&m Tl

=l| T '1".

| - 2

The wnit must e,ﬁfmnmy communicate the results of its hwt.
therehy helplng to drive changes thet confribute fo the achievement
_af erganizational abjectives

Implemernied

Risk-hersed plons muwst be estobiished to determine the priarities of
e interanl cudit activity, consisdent with the Company's goels

tmplemenited

Governanoe fomeworks must be gsfabished 1o dafrae the scope of
ik

F;rm.lenmn[!d

gl Mechanlems and Safeguards

State the mechaplsm established by the company to safcguard the independence of the suditars, financial
artalysts, investment barks and rating sgencies [example, restrictions on trading in the company 5 shares and
impaosition of internal approval procedures for these transactions, firmitation on the non-audiy services that an

pxtErnal puditor may provide 1o the company )

Auditors o R e *._- [ (o e AT Lo = R = .

The stockholders, durimg The Company does nol | The Company does not | Except with the institufe
the Arinunl Srockholders’ retoin finoncial analysts, | deal will lnvestment Bonks, | of Cofporate  Directors,
Meeling, opproue the thus this question i nol | thes this gquestion f not | the Company does mot
oppeintment af  the | refevant to the Company. | relevant to the Company. | deol with rating agencies.
Company's axtemo

cudities  far  rhe  easwieg

Fi!'ﬂ'.l'. ;

ih] Stake the officers [preferably the Chairman and the CEQ) who will have to attest to the company's full
compliagnoe with the SEC Code of Corporate Governance. Such confirmation must state that all directars, officers
and employees of the company have been given proper Instruction on thelr respective duties as mandated by
the Code and that internal mechanisms ore in plade 1o énsure thal compliance,

The Componys Complionce Officer ottests [o the Company’s full camplionee swith the SEC Code of Corporate
Governonce and confirms that o/l the members of the Soord of Directors, oficers and personnel of the Company
hove complisd with all the Jeoading proctices and principies on good corpardte govednance i emboded in the
Company’s Revised Monual The Complionce Officer further confirms. that all the members of he Boord of
Directors, officers and personng of the Company hove begn given proper ingiruchion on e réspective dubies os
mondofed by the Code and that internal mechanisas are in ploce o ¢asure thal complionce,

" “lindings" are those with concrete basiz under the company’s policies and rules.



H. ROLE OF STAKEHOLDERS

1} Disclose the company's policy and activities rolativa to the following:

Policy

Activitios

Cistamers welfare

The Company's throst &5 foir Gnod |
trivigdrent dealingd with Cusiomers.

Representatives of the Company and the |
customer meet regulatly (0 resiew oy o |

Suppller/oentractor
seElectlon praciics

| poimg profects  fo0 @nsine cwstdmer
| sotisfaction -
The Campany shall deal anly with After convassing By the  Companys |
comeitted, relioble, reputable, personnel for o controcior or supplier which |
comperent and gualified suppliers will best meet the budget or other

and service prowiders. To prowde o check
ond bolonce in the selection process, final

requirernents of the Comgany, the heod of |
the department which will transacr with the

ooprovol rests with the Chief Finonclal | porticulor  comtroctor  or  supglier,  wil

Officer ond the Fresident. recommend. of feast 2 uapliers  or |
contractors  for ogprowm! of the  Chief
ﬁn_@fmfgﬂﬁm and the President

[nulmnmunl]ll'llr
friendly walue-chain

The Company ig covrraied o
protecting and if possible, enhandng
e coviranment.

Ag far ov procticoble, poperiess inter-affice |
comimumcation 5 implemented gnd inter
offce communication s fonducied wo |
electronic cormmunico tiin.

Community Interaction

Good commonity interoction it an
essential element for the successful |
operotan of the: Company especialy far |
its socinl medio services. }

Anti-corruptinn
prOgrammes
procedures

The Company directors, officers, ond
personnel. ore. mandated fonof moke,
offer, or outharize ony payment, giff, |
promise, or other advantoge, whether |
directly or throwgh any other pérson ar |
entity, to or for the vse or benefit of ony J.
publle offfciel er ony political porty or |
palitical party official or condidate for
affice, where such powmien!, gift. promise
o povantoge wanld vieiote opplicobis

Comments [froin Bhe community may  be
coursed throwgh the Compony's wehsite, or |
by email B0 e address publshed in the |
website.

The Company does aol opprove any request
for payments, gifts ar ony other odvantoge -
te or for the use or besefit of ony public
official or any pofitical party or poiftical pofty |
official or condidote for office, where such |
poyrnent, giff, promige or adwantege would |
wolate ppplicable Inws of the Philippines

lzws of the Philiopines, B
Sefeguarding creditors” | The Compony homors s finonclol | Loan ogresments ore signed and
rights COmMITmEnts, promissony notes gre issued fo credifars.

2% Doesthe company have a separate corpovate respensibility |CR) report/section or sustainability répart/section?

Ar the moment, the Compony does nol howe @ seporote corpovgle responsibitity JCR) reportSection oy
switairahify repart/section due fo fmited staff ond resources but infends 1o cover this subject in the futime

i} Performance-gnhancing mechanisms for employes participation.

Mot applicable, since the Compemy hos less thon three employees. s ranpower corsplement 4 composed of

conyultonty,

{a) What are the company's policy for (ts employees’ safety, nealth, and welfare?

(b} Show data relating to health, safety and welfare of its employees.

{c) State the company’s training and develapment orogrammes for its employees. Show the data,

[d] State the company's reward/comparnsation policy that accounts for the perfarmance of the company beyond
short-12rm financial measures



4) What sre the company's procedurss for handing complaints by employees concerning (llgal (including

corruption) and unethical behaviour? Explain how erployoes sre protected from ratatistion

Mot opplicalle, alnee the Company hos ro emplpyees. I manpower complemant Is composed of consuitonts.

I, DISCLOSURE AND TRAMSPARENCY

1} Ownershap Stracturs

1a) Holding 5% shareholding or-more {as of 31 December 3015)
= A i =, T T e 3 - . —_—
[ Sharehalder | mumberofshares [ percemt | Beneticial Owner
Top Mega Enterprises Limited 377035951 24804 NS
PCO Nominee Corporation — Filiping 280,548,715 19.09 NAA
Gemioa Holdings, Inc. 247 158 483 16.29 MJA
" Emerald Ingestments, Wnc, 222560 184 14.69 N/A
Welarde Jne 200 771 545 1323
| Foodeamg Incistries and Marketing, Inc. 31,755,74. 5.04 M
| Joyre Link HoMings, Limited A
Name of Senior Management - | Nu Thraugh | % of Casital Stack
Mane
TOTAL
21 Doesthe Annual Report disdose the foliowing:
| Mey risks N Fies
Corporate ohyectives Yes
Financial parformance indicators Fes
Non-inamelal performance indicators | Fes
Crivideng palicy | Ves
Details of whistle-blowing pellcy | Mo
Biographical details {ar least age. qualfications, dat: of fist appointment, |
rélevant experience, and any other directorships of Hsted companiesj of | fes
dirgctory/commissionars B
Mot required to- be
Training ancfor continuing education programme  attended by  each | repoted e the
director/commissiongs company’s  Arnial
e T e
Mumber of board ol directors/commissinners mestings heid during the year Ny
| Attendance detads of each derector/oormmmssioner in respect of meetings hald N
| Detalls of remunerstion af the CEO and éach member al the beard of vig |
|

direciors/ commissieners

Shiould the Annual Heport not disclose any of th= above, please indicate the reasan for the non-disclasune,

The number of directon: meetings and atfendarce demils of rach director ore separotely disclosed annually

rhrough an advisement \erer o the 360 qnd P5E,

The Comogny hos on existing whistie-Blowing palg,




3} Eaternal Auditor's fee

aﬂpnu}&s iny-n Co. Prp220 000,00 (VAT inclusive]

4}  Weduim of Communication

List down the mode/s of communication that the company & using for disseminating information,
1. E-maiis
2 Lethérs
1. Print or Website Freis Refegses [Wwwlnow-iorm.oorn)
4, 5EC ond PSE Disclpsures

51 Dateof release of audited financial report for 2015 19 April 2016 — 12 Muy 2016
&) Company Websila

Does the company have & website disclosing upto-date Information about the following?

i Busiress operationy ¥es ]
' Finarcial statements/reports [current and prior yars) Yes

Materlals provided in briefings to analysts and media Ves

Shareholding structure L

Group corparate structure Fes

Downlosdsble annual report Fex

Motice of AGM and/or EGM ¥es

Compary's constitution (company's - by-laws, memorandum and articles of s

association)

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

Vriorde, Inc Starkhaider i gans & Recsivrhies SSLO00.00
Poyabirs 04 1A, D8F SafL )
| Saftwed Consalting, inc. Aszaciote Loan: &Receivmbhed 15, 736,250
Trinde: Receivables 32,072,742
Py bl L7040, 310
Holy Cow Animotion, inc. Assaciote Loans and Recervrbies | 15 728,251
ThumbMab Philipines, Ine. | Associgts Loans and Recervabies | 6,422 500
Povtepn SEA, ink Aszociche Irdesirment 250,000
Logns & Recefamble <. 150, 300 | |
KPST Associete Loans & R celvble 202548




Povables 26,207,689 B
Fiil Asgacicie Loans & decenambie 472583
| Pacndisn Veeds inc Aszacimtes Perprbiis £.013,571
Mews and  Entectoimment |
fearh, Corp Azdacicted | toans & Aeceivoble | 5 178,506
| BHT Network, inc Associgtes | Receivobics | 5000.000 — T

When RPTs are involved, what processes ang in place to address them in the manner that will safeguard the
interpgt of the company and in particular of its minarity shassholders and gther stakeholders?

The rransoctions ore supported by signed ogreements, corresponding promissary nofes, ar olher gocuirnenfary

support.

I, RIGHTS OF STOCKHOLDERS

1 Right to participate effectively In and vote in AnnualySpecial Stockholders’ Meetings

{al  Oworem

Glve getails on the guorum reguired to convéne the Annual/Special Stockholders’ Meeting os e forth in its

Biy-laws,

e —

huumm Required

; '_"li- Mu'p&].r af the aurstanding copiial stock

[B) Systom Used ta Approve Dorporate Acts

Explan thee syatem wisd to approve CoOMpOrate acts,

Cumiulathve Voting

For election of directors:

Stockholders entitled ta vate ot the Annwal [/ Special Stackholdess' meeting
shall hove the right fo vote in person of by prosy the number of shores
reglstered in his nome in the stock transfer Book of the Company far

as many persons os there are directors fo be elected. Each stockholder with
woting  prellege shall howe the right o occumulote fald thares The
instrument oppointing the proxy shall be exhibited to the Secretary

ard the inspectors of election, ond shell be lodged with the Secretary of the
tirme af the meetings if he shall 5o requést.

Al orhier motters)

Voting during the AnnualSeecial Stockioidens” Meeling s ustolly done vivg
vore or by the roising of honds, unless woting by balfol i5 specificoily
reguested.

A majority vote s necessond to opprove regulor maotrers. The vote of
stackhalders representing af least 273 of the outstonding capitol stock of the
Company i needed for anproval of spectal matters required by law.

g Stockholders” fights

List pny Steckholders Rights concerning Annual/Special Stockholders’ Meeting that differ from those laid
dawn in the Corparation Code,

onCode ]
ar

Under  the crmpa_ﬂy'-*. Revised Manual an  Corparate
Governanee, the Board ghell ghe minorty tteckholder tha

| right to propase the holding of meetings and the irems for |




distusshon i the ngend that selote directly to the butiness of |

the Comprny |
Dvidernds
T e IE il
Declaration Date wﬂtﬁeg \

g} Stocckholders’ Participation

|. State, If any, the measures adopted to promote siockholder participation in the Annual/Specisl

Stockhoiders’ Meeting, including the procedure on bhow stoctholders and other parties interested may
communicate directly with the Chairman of the Board, Individual directors or board committess. Include
in the discussion the steps the Board has taken to soliclt and understand the views of the stockholders as

well as procedures for putting forward groposals at stockholders' meetings.

T TE T
'
-

i o

Meetings are beld in o comfortoble wenue easily
gcceisilie o shareholders o ERCOUNIGE Move
artendance.

Oetolis of the dote, Hme omd wenwe are
anreunced well wheod of e meebing. Ary

| chignges in the wenue are timely disclosed (o The

SEC Ard PSE.

Chairman, Oireciors ord Maonggement arg
present of shareholders meetings.

The representatives of the external ouditor also |

gitend the shersholderss” meeting

An apen forum i held afrer the annual regart

| ond audited finandiol report are presented.

Ample tme o provided during every annual
stockholders” meeting, oilowing them to directly

address thelr guestions omd comments (o fhe
Boord ar Monogement. The Chalrman mlso glves
shoreholoers the ppoortumity fo-ohjzct o intergect
befare @ motion is carried during the meeting

1 Statethe company policy of asking shareholders to actively participate in corporate decisions regarding

. Amendments 1o the company's constitution — The approval of the shercholders 5 secured duning
annuel stockholders” mesting. Prior oo the putting o wite ony emendment fo the Compiany’s
conrsTitution, the President of the Company exclaies the regson for the progosed grvemdment Then
the shareholders are engournged [0 fmse duestions, ghe thelr comments or request darnfications on

the proposed pmengdment.

Authorization of additional shares - The approval of the shoreholders is secured during onnual
steckhelders” mesting

e Transter of all or substantially all assets, which in effect resulis in the sale of the coinpany. - The
opproval of the shareholders is secured during the annuol stockhaiders” meeting.

i Does the company ohsende a mirimum of 21 butineds davs for pheing out of notices to the AGM whera

iterns ta bie resolved by shareholders are taken up? - In the Company's By-Lows, the notice for regular ar
special meetings of stockholders may be sent by tne Secretary by persenal delivery of By mail ot least fuwo
12) weeks prioy ta the date of the meeting to each stackhoider of record. However, copres af SEC Farm 20-05
(Definitive), which include o copy of the Notice of the Steckhoiders” Meeting, ore sent out 1o the
stockiroiders of ookt 21 buwiness dinys before the meefing. o odditicn, the dote of the stockhalders'
meghing {5 disciosed o the PSE ot legst 10 busiress doys before the Record Dote.

6. Date of sending out notices: Af leost 21 business duys before the meeting
b, Dateof the Annual Stockholders’ Meeting: Every fivst Thursday of June,
State, if any, questions and answers guring the Annual/Special Stockholders” Mesting.

@]  During the Specicl Stockholders’ Meetay, vanows stockholders present engaged in o distussion with



the Company's officers and memnbers present n the mother of the increase in guttoried copital phack that
will he jmplemented by the Company Al stockhalders present understood the necessity of rosing copitel
for the Company end that the increase in autho: red copitol will provide the Company with funding to
Jurther strengthien its busingss,

5. Hesult of Annual/Special Stockhalders' Meeting's Resalutions

&, Annuasl Stockbolders” Meeting [22 January 2015)

| Resalution | approving | Dhsenting | Abstaining
Approval  of the Increese  of
Authorized Capital Sfock  from ¢ 032 614,999 8 a
Phpl 328 to Php2 1208 or an '
incrénse by PhpSoesT
Approwal of the Comversion of
Advpnces Made by o Shareholder,
Velarde, Ine, in the Amount of
Ahp 20
Approval of the Apglication far
Listimg  with the PSE of the
Adaitiornl 2000 Shares from the L |a L#
incregse in Authonzed Copital |
Wawer by & Magodty Vo
fepresenting  the Outstonding
Shaores  Held &y Mingrity
Shareholders  Preseat  of  the 1032614490 @ )
| Conduct of o Rights or Pubfc
Offering 'of the Shorés 1o be
| Subscribed by Veforde, Inc.

1032874 499 1) a

B Aanual Stockhalders’ Maating [4 JUME 2315]

Resalution “hpproving | Disenting | Abstaining.
Approvgl of the Minutes of the {

Special  Stockhelders” Meeting 1008856 110 o &)

held on 22 Janwary 2015 |
Approvel of the 2004 Report, the |
Ais Audiced Fiancial |
Stotements, ang the Busingss Tengaa. 118 | 4 I
Plon for 2015 B
Election of Direciors 1,028 926, 119 a (7]
Batification of the Aets ard
Aesolutions of the Sourd of
Birectors and Officers since the
Just Special Stockholders’ Meeting

Appeintment  of  ndependent -
| External Auditar i fEsm |

=

1028926119 | 0

=]

H |

4. Date of publishing of the result of the votes tasen during the most decent AGM for all resolutions

The resuit of the vates were immediotely discipsed % the PSE on the ey af the meeting and lied with e SEC
within 3 days from toe date of fve.mesting,

(el Modifications

State, if any, the modifications made in the Arnwaif5reciad Steckheldaes’ Meeting ragulations ouring the most
rpcent year and the reason for such modification



Madifications

Mome

it} Srockkoiders’ Attandance

{1 Detaits of Artendance in the Annsal Specal Stockholders” Maeting Held:

i 5a

Thomoas & Aguino
Arel Y. Velarde
Jase & Alslondro
vicemte Martin W Araneto i
Gzerard Brn B Boutisto

Efices M, Rip, Jr,

Raomman Guillarmo & Tuozon
Angeling L Macasact

Annual

[

Jupe
2015

By show

of hangs o

7805

. & |

Themaos G Aguing

el ¥ Veiorde

tase 5. Alefondro

Vicembe Mortin W draneto il
Romon Guillermo 8. Tugzon
Angefine L Mocasaet

Lpesinl

e

1)

ASM/SSHAs?

Firs.

{iil)

'

lgnuany
2015

show

B].r 028

fE811

fa3y

Goes the company appoint an independent party [inspectors) to count and/or validate the votes at the

Do the company's common shares carry onavote for one share? I not, gisclose snd give reasons for any

dwvergence to this standord. Where the company has mare than one class of shares, describe the voting
rights attached 1o cach class of shares,

Fes. ihe Compony'’s common shores carrd one vate for ane stvare. The Company fos anly aae cioss of

shares,

igl Prowy Voting Policies

State the poficies followed by the comparmy regarding prowy woting in the Annual/Special Stockholders

Mesting.

Eepcution and acceptance of prosles

The Compony ercoureges shaorehalders o submit prowies.

T me—— e ar—

Mozary

Notariranomaf e groxy S ol reguired.

Submission of Prowy

Submission of tee proxy may be done by personal defivery, By
muail, by electronic mall ar by facsimiie.

Sevesal Proxies

There hos beew no fsbonce where @ shareholder sxscuted
severgl proxies. Should this situgtion arise, the latest doted

proxy wolld be recognizrd.

Walidity af Prawy

A stated in the Company's By-Lows, unless otherwise stated in
the proxy, It s wedd anld for the meeting for which i was
presented to the Secretary [valid for one meeting only).

Proyees executes abroad

sl o ®

Proay sxecuied  obropd i acceptubie and oy be sent by




gir ctroic mail ar by facsimile.

Proxy ner submitted during the oanounced dote ond time of

Inwalicdated Prosy arawy validation Is not occepted during the meeting,
) Dagre, time and — off proxy volidoton i85 grndunced and

Validation of Proay snloined i the motiee of mseting,
if there ls material vislation of the Proxy, the Compeny will not

Vistation of Proxy

aecepd the prosy,

(hl Serding of Notices

State the company's policles and procedure on the sending of notices of Anpual/Special Stockholdars’
Mesting:

Policies 'f = ,'.- w ; ih :
The Notice must be sent to stockholders of léest | The notices are sent by personal delivery or by mail
21 busingss days bafore the scheduled meeting, alang with & copy of the Company’s SEC Form 20-15

| {Definitive informetion Statement).

il

(i) Definitive information Statemonts and Managerment Repart

Moy 13, 2015

Mayld, 2015

| Hord Eopies were distribored.

Hord copies were also avellehble during the Annual
Srockholders Meefing,  Reguesting steckholgers

were gravided hard copies.

(i} Doesthe Notlce of Annual/Special Stockhokiers’ Meeting include the following:

Ench resolution 1o be taken up deals with andy one itam, Yes

Frofiles of directors (at least ape gualffication, date- of firss appointment,
gxperence, and dleectorships In other listéd companies] nominated for | Yes
election/re-alection,

The auditors th be appointed of re-appotnied, Tes
An explanation af the dividend policy, if any dividend |s ta be declared, M7A
The amgunt payable for final dividends H/A
Documients tequaed Ter prody wate, ¥eu

Shiesald vy af the foregoeng information Be not disdosed, please indicate the reasan theretn,

2] Treatment of Minority Stackholders

2] State the company’s palicies with respecs 1o the treatrnent of menarity sockholders.



= 2=t o T ¥ = g e =

The Compony respects the right of minority | Stockholders hove the right to elect, remave and repiac

shoreholders te wofe on ofl motides thet | deegiors ond wofe oh cedloln EBfpOFOle &00%
require thele consent or appraval. mccordance with the Corporation Code. Cumulgtive

voring shall be used In the election of directars A
directn ghall nat be remaoved without couse f it will
dery mingty steckholders representation in the Boord,

The Compony respects the mght of minerity | Al stockholders o oifowed, upon orior wrliten aobioe
shorelodders fo indpecl covporote hooks and | and dunng reguior business howrs, to Mspect corparale
eI, books and records incliging the minutes of Boord

1)

meetings und stock registries in accordance with the
Corparotion Code and shall be furnished with eonual
reports, including fingnclal statements, withouf cost ar
restrichions,

(&) Do minority stockholders have a right ta nominate candidates far board of directors?

Yed, of discrited abewe,

C. INVESTORS RELATIONS PROGRAM

Discuss the companys @xternal and Internal communications policies and how frequently they are reviswed,
Disclose who reviews and dpproves major company announcements dentify the commditze with this
respansibifty, if It has been assigned toa commiitee.

The Marketing Department, headed by o Marketrig Maneger directly regarting fo the Fresident and CEQ; This
department I in charge of press releases, print medin, and medio brigfings, Al press relecsesare revigwed by the
President, Press releases ore distributed to the personnel internaily vio email, to the media and other stokeholaers
thraugh emalls, website refeoses and/or press refeases

Office of the Complionce Officer; The Compliance Offiver & aito the Corporote Information Officer ond Corporate
Secretary. The Complipnce Officer Js in charge. of corparate dicclsures and sharehalder motters. Discloswres ond
grnouncements ore réviewed and eppraved by the Cholrmon and the President

I} Describe the company's investor relations progrant including its communications strategy to promote effective
communication with its stockholders, ather stakeholders and the public in general, Disclose the contact details
&g relephone, fax and emall} of the efficer respensible for investor relations.

Demls o
' [1) Dbjectives a, To foster and mointain nwnd refationship with shaveholders
b. Ta ensyre that sharsholders recelve relwwont, material Informotion on @
tirmiply basiz
. To gnsure Invistors howe a point of contact to provide business infarmation |
. and listen to their fecdbinck about the Company,
{ {2} Principles Transpirnency and felrm=ss fn ol deplings with investors

{3 Modes of Communecations | Emails, lerters, print and webste releases, limely disclosurés to the FSE ong

SEC

(4] Investor Relations Officer Kristion Noel A, Purg (Acting Investor Reletions Officer)

Linit 54, 5" Flogr, OPL Building, 100 C. Pofanca St
Legospi Villoge, Maokan Ciry 1229
Ernall! krisdion puraSead-£orp. cam
Tel M. 750-0211: Fox Ne, 7500461




3} What are tha company's rules and proeedures governing the acquisition of torposate control in the capital
markets. and extraordinary trangactions such 85 mergers, and sales of substantial portions of corporats asgets?

#iame of the independent party the board of directors of the company appainted 1o evaluate the fairmess ol the
fransaction price.

The deportment in-chorge of business deveiogment, working with the President, Treasurer ond other afficers, and
extermal finencial and technical consultants, prepere o detalied recommendation for consigeration by the Board.
A independent party is romed for g specific transoction,

L. CORPORATE SOCIAL RESPONSIBILITY INTIATIVES

fscuss any nitiative undertakan or proposed 1 be undertaken by the company.

_.me.p'f free e ropd troffic video stregming vig | General HM:I: Imotorists ond commuters In Melio
_imigbile and tobiet devices in cooperatian with MADA | Manial

i, BOARD, DIRECTOR, COMMITTEE AND CEQ APPRAISAL

(isclose the process followed and criterla dsed in BssEsing the arnual peformance of the board and s
romimittees, individual direcior, and the CEQYPresident

_ Process | GCera
Bozrd of Directars Eelf-pssessment pod roting | Rewded Monuo! an Corparote GOVEMGHEE

| Bc_@lrd' Committees | Self-cssessment ond roting | Rewised Monual on Corporate Govermance

individual Directors | Seff-asséssment ord rating | Revied Moruel on Corporgte Goverronce

CEQ/President Seif-gssessment and rating | Revised Manua! on Corporofe Governance ard ByLowd |

M, INTEAMAL BREACHES AND SANCTIONS

[Hscuss the Intetnal policias on sanctions Impased far any violation or breach of the corporate gover ance manual
irzluing directors, officers; management and Empiryaes

Ar the level of directors and semior officers. the Soocrd will evolugte possible vichaTion gnd if after a fawv
consideration of the facts it s estoblished that there was in foct o wielalion, the Board will derzeming sanctions on
fl case o case hasis

| =] M=

Meoip see ordwWer above.

Furzant to the requirement of the Securities and Exchange Commission, this Consolidated Annual Corporate
Governance Report for 2015 bs signed on behalf of the registrant by the undersigned, thersunto duly authorized, in the
City of Maksti this ___ dav of April 2016.

SIGNATURES i -
‘ Er.%mﬂ E,?‘ﬂuiﬁﬂ

4

Mar. Bl W, Velarde
Gﬁfman of the Bogrd
| ARt f? /

President/\Chisf Exscutive Officer
Attr.:?%uhinn
Independent Dir — IndepEndent Director

|

|
Angeline %um
Carmpli Oiticer




~ o
REPUBLIC OF THE PHILIPPINES) ' ANNEX __L‘_

Makah City )88,
SECRETARY'S CERTIFICATE

[ ANGELINE L. MACASAET, of legal age, Filiping, and with office address at Unit 5=
1, B* Floor, OPL Building, ‘100 <. Palanca §t, Legaspi Village, Makati City, hereby state anc
cartify Lngar cath, thek

1. I am the culy elected and incumbenl Corporate Secrelary of NCW
Corporation, @ corporatiocn duly erganized and exiating uwnder and by virlue of the laws of the
Fhidipplnes with offlom address Unit 50, 57 Flaer, OPL Building. 100 G, Palanca 3t., Legasp
Village, Makati City (the "Gompany®);

2. | heraby catify thal ot the 28 March 2016 Ragular Maeting of the Board of

Diractors of the said Company, a quonym being present and acted threughout. tha following
resodution was unanimously adoptad:

"RESWLVED, as it iz hereby rescived, That the
Company’s Chaiman of the Board, the President and she
Chaiman of the Audit Commitiee be autharzed to approve the
2015 Audited Financigl Eratemoams of the Company Bg
praparad by It sxctarnal auacer SyeClp Gorres & Walzyg Co.

RESCLVED FIMALLY, as 1t is hersiy finally reschwad,
that the Chalman and the Vice Chartman of the Board, be
authorized to slgh, the Shkalement o Management
Responsibllity In conneslon with the Company's filing of
Aodiled  Financlal Statemanis for the pailod ending 31
BammbarEDﬁ."

2 This Certilicate Is balng issuec to aast 1o the truth of the foregeing amd fer
whatevar lagal purposae it may seme.

IN WITHESS WHEREDF, | nave hevgunio set my hand this 25" day of April 2018 in

Uree Ciity of Makati, Phifppines. l/
o
ANGELINE ACASAET

Corporate Sacratary

SUBSCRIBED AND SWORN i before me this 28" cay of April 20
appaared and axiublied ks e har Phlppine Pessoort Mo, EBTT16830 |3sued
unbd 21 Marah 2018,

personalty
FA-Mant vald

Do P ' ATTY.

Fiotzpy Bk s iy I
PEQE Mo WI Uni; Mecemioe] 35, i
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	PARENT COMPANY STATEMENTS OF FINANCIAL POSITION
	December 31

	Cash
	14,981,051
	1,414,187
	147,501,187
	123,251,520
	1,356,687,105
	1,333,417,391
	Accounts payable and accrued expenses (Note 8)
	106,847,793
	92,841,655
	Current portion of loans payable (Note 11)
	44,500,000
	–
	Current portion of due to related parties (Note 9)
	231,620,585
	11,416,851
	Obligations under finance lease (Note 10)
	382,968,378
	104,933,939
	REVENUES

	Sales
	Service fees (Note 9)
	Others (Note 9)
	GROSS INCOME
	GENERAL AND ADMINISTRATIVE EXPENSES (Note 14)
	OTHER CHARGES
	Interest expense (Notes 9, 10 and 11)
	Others
	INCOME (LOSS) BEFORE INCOME TAX
	Basic/Diluted Earnings (Losses) Per Share (Note 16)
	OTHER COMPREHENSIVE INCOME
	–
	–
	TOTAL COMPREHENSIVE INCOME (LOSS)
	7,385,570
	8,066,287
	(37,394,522)
	3,567,678
	4,974,469
	3,019,167
	6,619,366
	158,767
	547,503
	1,053,844
	19,001,068
	(708,959)
	(468,163)
	15,156,784
	(6,720,279)
	(37,702,936)
	(14,472,431)
	(185,526)
	2,062,052
	Increase (decrease) in accounts payable and accrued expenses
	13,917,882
	(4,769,328)
	(8,813,796)
	(23,899,986)
	241,926
	1,130
	(965,588)
	(992,688)
	(680,717)
	(128,612)
	Net cash flows used in operating activities
	(10,218,175)
	(25,020,156)
	CASH FLOW FROM INVESTING ACTIVITIES
	Increase in amounts due from related parties
	(1,910,153)
	(6,049,342)
	(239,078)
	(80,876)
	(193,403)
	500
	(2,342,634)
	(6,129,718)
	CASH FLOWS FROM FINANCING ACTIVITY
	26,127,673
	31,396,522
	NET INCREASE IN CASH
	13,566,864
	246,648
	CASH AT BEGINNING OF YEAR
	1,414,187
	1,167,539
	14,981,051
	1,414,187
	NOTES TO PARENT COMPANY FINANCIAL STATEMENTS
	Provisions


	Outside services
	Depreciation and amortization (Note 7)
	Communication
	Provision for impairment loss on:
	Trade and other receivables (Note 4)
	Other current assets (Note 5)
	Taxes and licenses
	Entertainment, amusement and recreation
	(Forward)
	Office supplies
	Transportation and travel
	Professional fees
	Utilities
	Others


