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ANMNUAL REPORT PURSUANT TO SECTION 17
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2. SEC |dentification Number: 013038 3. BIR Tax ID No.;/ 000-484-693V
4. Exact Name of lssuer as speclfied In its charter; PACIFICA, INC,
5. PHILIPPINES 6. (SEC Use anly)
Province, country or other jurisdiction of Indusiry Classification Code:
incorporation or organization
7. il r Centre, R-10, Vitas, Tondo, Manila

Address of principal office

8.
Issuer's telephone number, including area code

8. No licahle
Former name, former address, and farmer fiscal year, if changed since last report,

10. Securitles 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 Qutstanding
Common Shares 40,000,000,000 as of 31 December 2018

11. Are any or all of these securities listed on the Philippine Stock Exchange?
Yes[v] Nol[ ] '

12. Check whether the lssuer:

{a) has filed all reports required lo 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 precading twelve
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(b) has been subject to such filing requirements for the past ninety (90) days:
Yes[ | No[v]

13. Aggregate market value of voling stock held by non-affiliates:
Php573,240,000 as of 25 April 2019.




PART 1 - BUSINESS AND GENERAL INFORMATION
Item 1. Business
Busihess Develapment.

Paclfica, Inc. ("PA" or the "Company") was incorporated on 2 September 1957 to engage in the
exploration, drilling, and exploitation of oll, gas, and other volatile substances. Its conversion into a
holding company on & October 2000 did not result in any commercial operafion due to timing and
funding consiraints,

In 2007, the Company redirected Its business focus to exploration, operation, management, and
marketing of mining claims. Pursuant thereto, the Securities and Exchange Commission {"SEC") on
approved its Amended Articles of Incorporation on 31 August 2007, reverting its primary purpose to
mineral exploration, extending the corporate life for another fifty (50) years, and changing the par value
from Php1.00 to Php0.005.

The foregoing events are vital to allow the Company to engage in mineral exploration and development
and other business opportunities within its purposes, as may be identified by the Company.

Business of lssuer.

After the Company renewed Its corporate life in 2007 with its primary purpose as a mining company,
the management started looking for mining opportunities. During the stockholders' meeting on 14
August 2008, it was approved that the Company enter into an Operating Agreement with Zam-lron
Mining Corporation ("Zam-lron"), granting the Company the exclusive right to explore, utilize, and
develop the Kabasalan Mining Rights for the purpose of extracting mining products. In conslderation
for the rights granted by Zam-Iron, the Company would pay Zam-Iron royalties at a stipulated price. The
loan of PhpS0 million extended by the Company to Zam-lron en 2 January 2008 was applied as
advanced royally payments. Moreover, Management |s continuously looking for mining opportunities
and negoliating for possible investors and technical partners.

The Company lost its bid for llijan and Malaya power plants to its opponents while in the others, the
bidding process was indefinitely deferred. Despite the downtumns, the Company has not closed its doors
to business opportunities in power-related activities.

On 15 November 2013, Zam-Iron informed the Company that it received a letter from the Mines and
Geosciences Bureau |X stating that its office has issued an Order of Denial for mining exploration with
finality, Zam-Iron's next recourse was to file an appeal to the Mines and Geosclences Bureau central
office in Manila. To date, no update was given by Zam-Iron to the Company regarding the status of its
application and operations. '

On 22 November 2013, the Company informed Zam-lron that insofar as it was concerned, Zam-lron
failed to fulfill its obligations under the Memorandum of Agreement ("MOA") signed on 2 January 2008
and the Operating Agreement signed in December 2008 and was thus deemed in default. The Company
demanded for the full refund of Php50 milllon prepaid royalties with interest and waived its right In the
event of default to take over the operation and production of the mining operation since Zam-Iron failed
to secure the necessary exploration permit.

On 28 August 2015, given that the recovery of the Company’s receivables within the next twelve (12)
moenths was deemed remote, the Board of Directors of the Company unanimously approved the
impairment and write-off of the following items from its books of accounts: (i) accounts receivable from
8th Kingdom Investments, Inc., {ii) advances to Mikro-Tech Capital, Inc., (iil) prepaid royalties in favor
of Zam-lron Mining Corporaltion, (Iv) accounts receivables from LRSI and Stradec, and (v) retained
deficit. This was ratified by the stockholders during the Company’s annual stockholders' meeting held
on 16 Oclober 2015,



The Company Is still open to acquiring mining claims, rights, and power-related businesses. An increase
In authorized capltalization and the invitation of stralegic partners to invest in the Company will llkewise
be cansidered as necessary initiatives to source funds. Therefore, the Company Is optimistic that it shall
obtain sufficient funds to support its anticipated fund requirements for the next twelve (12) months.

Production.

The Company has not commenced commercial operations to date as a mining company. But it remains
optimistic and steadfast in all its endeavors.

Prodicts/Sales/Competition.

The Company has not engaged in the production or sale of mineral products for the past years nor has
it competed with other enfities.

Sources and Availability of Raw .Mﬂi‘arfa.fs and Supplies.

The Company has not yel delermined its sources of mineral products pending results of any futurs
mineral exploration activities.

Transactions with and/or Dependence on Related Fartias.

The information required [s disclosed in Note 13 of the Company's 2018 Audited Financial Statements
("AFS").

Patenits, Trademarks, Copyrights, Licenses, Franchises, Concessions, and Royally Agreements.

The Company does nol possess any patents, trademarks, copyrights, franchises, concessions, and
royalty agreements,

Government Regulations and Approvals,

The Company will comply with governmental regulations and seek approval from government agencies
regulating mining companies in its operations. At present, the Company has no mining operation yet.
Effects of existing government regulations are mainly corresponding costs of compliance to the
Company, which can be taken up as expense or capital asset under generally accepted accounting
principles. The effect on the Company of any probable government regulation could not be determined
until specific provislons are known.

Research and Development.

Exploration, dr:irling. and development for a mining company are the equivalent of research and
development. The Company is also looking for possible sources of alternative energy generatian,

Costs and Effacts of Compliance with Environmental Laws,

The Company will be committed to protecling and, whenever possible, enhancing the environment.
There is presently no clear basis for the estimate of costs and effects of compliance with environmental
laws. These matters will be properly addressed once the Gompany commences mining operations.

Employees.

The Company currently has one (1) employee and might hire additional employees in the next twelve
(12} months as the need arises. There Is no existing Collective Bargaining Agreement. There have been
no strikes in the past three (3) years, nor is there any threat of sirike. No additional supplemental benefits
or incentive arrangements exist with the Company’'s employees, nor are there any benefits or
incentive arrangements contemplated for the next twelve (12) months.
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Major Risks.

While the Company is still in the process of evaluating viable mining opportunities, the management
has started fo scan the events and trends in the mining industry in order to identify and assess risks that
may affect the Company in the future. It also tries to assess possible internal risks and weaknesses In
its future operations and develops the necessary management strategies to combat these risks or
minimize thelr possible effect to the Company. The major risks the Company anticipates are as follows:

(i)  Economic and Political Considerations. The Company will be influenced by the general
political and economic situation of the Philippines. Any political and/or economic instability
in the future may have a negative effect on the mining industry.

(iy ~ Changes in the Market Frice of Mineral Products. The market price of mineral products Iike
gold, silver, copper, Iron ore, and other metals can fluctuate widely. Fluctuations in market
price may be caused by numerous factors beyond the Company's control such as
speculative positions taken by investors, changes in the demand of mineral products for
industrial uses, changes in the supply of mineral products from production, disinvestment,
scrap and hedging, financial market expectations, the strength of the US dollar, changes
in interest rates, and global or regional political or economic events.

(i)  Development Risk. Future mining operations shall be based on the results of a pre-feasibility
study to be conducled by the Company, The study shall use estimates of expected or
anticipated project economic retums based on assumptions such as future gold and sliver
prices, anticipated tonnage, grades of ore to be mined and processed, anticipated
recovery rates of gold, and anticipated capital expenditure and cash operating costs.
Actual cash operating costs, production, and economic returns may differ significantly
from the Company's projections due to numerous uncertainties inherent in any
development and construction of mining projects. To address this particular risk, the
Company will hire consultants in the mining industry to do a due diligence and feasibility
study.

(v)  Liquidity and Capital Resource Requirements. Any mining project shall entail capital
expendilures and funding requirement shall be sourced prior to exploration. The Company
shall undertake measures to raise funds through internally generated funds andfar from
private placements,

item 2. Properties

The Company does not have real property. No conceived plan for the purchase of plant and significant
equipment Is expected In the next twelve (12) months unless the need arises.

Item 3. Legal Proceedings

There has not been any bankruptey, receivership, or similar proceeding instituted by or against the
Company nor has there been any materlal reclassification, merger, consolidation, or purchase or sale
of significant amounts of assets not in the ordinary course of business. The case of Oliverio G. Laperal,
Sr. v. Pacifica, Inc., Viclorina L. Laperal, Rosamaria L, Laperal, Regina L. Concepeclon, Alexandra L.
Laperal and Securities Transfer Services, Inc., denominated as Clvil Casa No, 09-122278 filed In
Branch 24 of the Reglonal Trial Court of Manila, where the Company was impleaded solely to hold in
abeyance any Issuance of stock certificates In favor of any of the parties to the case pending litigation is
pending amicable setlemant belween the real parties in interest of the case,

ltem 4, Submission of Matters to a Vote of Security Holders

Except for the matters taken during the annual steckholders’ mesting on 26 Qctober 2017, no other
malter was submitled to a vote of securily holders during the period covered by this report,
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PART Il - OPERATIONAL AND FINANCIAL INFORMATION
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

Narket Information.

The Company's shares are actively traded in the Philippine Stock Exchange. The following are the
quarterly high and low prices, as well as the closing price of the Company’s shares traded at the
Philippine Stack Exchange, Inc. for the last three (3) years:

2018 2017 2016
Quarter | Common Shares Common Shares Common
: : Shares

High Low High Low High | Low
1 (.048 0.038 0.068 0.037 0.037 | 0.026
20 | 0.046 0.038 0.085 0.053 | 0.039 | 0.032_
3rd 0.042 0.037 0.056 0.043 0.040 | 0.032
4in 0.038 0.033 0.056 0.044 0.042 | 0.036

As of 28 December 2017, the closing price of the Company's commoen shares was at Php0.037 and the
public float was at 35.83%,

Holders.

The Company's capital stock consists of unclassified common shares. As of 31 December 2018,
99.68% are Fllipino-owned while 0.31% are forelgn-owned,

There are 2,356 stockholders as of 31 December 2018 and the common shares issued and
outstanding are 40,000,000,000.

Below Is a list of the top twenly (20) stockholders as of 31 December 2018:

Stockholders’ Name Nationality Number of Shares Ownership
: Percentage |
1 | PCD Nominse Corporation Filipino 18,438,4286,975 46.10%
2 | Unido Capital Heldings, Inc. Fillplno 14,609,684,000 36.53%
3 | Alexandra L. Laperal Fllipino 766,500,000 1.92%
4 | Rosamarla Laperal Fllipino 638,600,000 1.60%
§ | Oliverlo L. Lapsral, Jr. Filipino 514,480,000 1.54%
| 6 | Victorina Heras Filipino 605,860,500 1.61%
7 | Regina L. Concepcion Filiping 00,000,000 1.50%
B | Desiderio L, Laperal Filipino 554,500,000 1.39%
8 | LMI Holdings Corparation Filiping 452,000,000 1,13%
10 | PCD Nominse Corporation Forelgn 126,245,249 0.31%
(Foreign)
11 | Chiong & Company, Inc. Filiping 85,530,000 0.24%
12 | Oliverio . Laperal Filipino 85,238,442 0.24%
13 | Ansaldo, Godinez & Co, Filipino 76,010,000 0.19%
Inc.
14 | Benjamin Co Ca & Co., Inc. Filipino 74,384 400 0.18%
16 | Vicente Goguiolay & Co., Filipino 69,630,000 0.17%
Inc:
16 | Industrial Horizons, Inc. Filipino. 53,200,000 0.13%
17 | Nieves Sanchez, Inc, Filipino 52,620,000 0.13%
18 | Tiong Securities, Inc. Filiping 51,810,000 0.13%




19 Manotoc, Rosenberg & Co., Fllipino ) 43,110,000 0.11%
Inc.
20 | Emma Laperal _Filipino 40,000,000 | 0.10%

Dividends,
The Company has not declared any cash or stock dividend during the past three (3) years.

Recent Sale of Unregisterad Securilles.

To date, there were no new securilies issued.
Item 6. Management's Discussion and Analysis and Plan of Operation
Plan of Operation.

The Company has not commenced commercial operations to date. However, on 16 July 2007, the
Company redirected the focus of its business to exploration, operation, management, and marketing of
mining claims after the SEC approved its Amended Articles of Incorporation reflecting changes dealing
with the reversion of its primary purpose to mineral exploration, extending the corporate life for ancther
fifty (50) years, and changing the par value from Php1.00 to Php0.005.

In preparation far its mining activities, additional amendments to the Articles of Incorporation have been
approved by the stociholders’ on 23 November 2007 which include an increase in the Company's
authorized capital stock to 500 million and the declassification of “Class B shares, The declassification
of "Class B” was approved by the SEC on 10 December 2008,

Having redirected its purpose to mining, the Company began looking for mining-related business
opportunities. During the stockholders' meeting on 14 August 2009, the stockholders approved the
execution of an Operating Agreement between the Company and Zam-lron Mining Corporation (Zam-
Iron), which Operating Agreement was signed on 8 December 2009. Under the Operating Agreement,
the Company was granted an exclusive right to explore, develop, and extract mining products from
Kabalasan Mining Rights, which covers potential gold, silver, and iron deposits in Kabasalan and Siay,
Zamboanga, Sibugay Province, containing 136.5 meridional blocks or 11,056.60 hectares. Further, the
consideration for the rights granted will be in the form of royalties which shall be paid by the Company
to Zam-Iron. It was approved then that the loan of Php50 million extended by the Company to Zam-Iran
on 2 January 2008 would be treated as advanced royalfies.

On 15 November 2013, Zam-Iron Informed the Company that it received a latter from the Mines and
Geosciences Bureau IX stating that its office had issued an Order of Denial for mining exploration with
finality. Zam-lron's next recourse was to file an appeal to the Mines and Geosciences Bureau central
office in Manila. To date, no update was given by Zam-lron to the Company regarding the status of their
application and operations.

On 22 November 2013, the Company informed Zam-lron that insofar as it was concerned, Zam-Iron
failed to fulfill its obligations under the Memorandum of Agreement signed on 2 January 2008 and
Operating Agreement signed in December 2009 and was thus deemed in default. The Company
demanded for the full refund of Php50 million prepaid royalties with Interest and walved its right in the
event of default to take over the operation and production of the mining operation since Zam-lron failed
to secure the necessary exploration permit.

Consequently, the Company determined that its prepaid royalties to Zam-lron may no longer be realized
since the Mines and Geosciences Bureau Reglon IX had Issued in 2013 an order of denial to Zam-lron
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for the lalter's application for mining exploration with finality. Accordingly, the Company provided full
allowance for probable losses for the prepaid royalties in 2013. The carrying value of prepaid royalties
amounted to nil as of 31 December 2014 and 2013 and was included in the impairment and write-off
on 28 August 2015,

Moreover, the Company also started to get involved in power-related business activities as another
business option. Power plant operation is one of its secondary purposes. In 2009 and 2010, it
participated in various biddings of the Power Seclor Assets and Liabilities Management Corparation
(PSALM) for projects like appolntment as IPP Administrator for tha contracted capacities of the San
Rogque Multi-Purpose Hydroelectric Power Plant in San Manuel, Pangasinan; Bakun Hydroelectric
Power Plant in Alilem, llocos Sur; Benguet Mini-Hydro in Benguet, Cordillera Administrative Reglon;
lijan Combined Cycle Power Plant in Batangas City, Malaya Thermal Power Plant in Pililia, Rizal;
Unified Leyle Geothermal Power Planis in Leyte and the Naga Power Plant Complex In Naga, Cebu.
Unfortunately, the Company lost the biddings to its opponents.

Far the years ending 31 Decamber 2018 and fiscal year ending 31 December 2017, the Company
experienced net loases amounting to Php1.6M and Php2.2M, respectively. In 2016, the Company’s net
loss amounted to Php2.5M. The gap primarily attributable to the impairment and write-off of various
assets.

Given that the recovery of the Company's receivables was deemed remote, the Board of Directors of
the Compahy unanimously approved on 28 August 2015 the impalrment and write-off of the following
items from its books of accounts: (1) accounts receivable from 9th Kingdom Investments, Inc.: (ii)
advances to Mikro-Tech Capital, Inc.; (iii) prepaid royalties in favor of Zam-Iron Mining Corporation, (iv)
accounts receivables from LRSI and Stradec; and (v) retained deficlt. This was ralified by the
stackholders during the Company's annual stockholders’ meating on 16 October 2015.

Fund requirements for the current and preceding years have been sourced internally. Managernent also
initiated to source funds to satisfy the cash requirements fer the acquisition or purchase of mining
claims, rights, and power-related business as may be cautiously identified by the Company. On 21 June
2011, the Company conducted a delinquency sale on Its unpaid subscriptions. On 4 December 2015,
the Company applied for the relisting of these delisted delinquent shares, As of 31 December 2015, the
application is pending before the PSE.

As additional steps to source funds, the Company is looking at an increase in authorized capitalization
and the invitalion of strategic pariners to investin the Company. In fact, during the annual stockholders'
meeting on 26 October 2017, the stockholders approved to increase the Corporation's authorized
capital stock from Php200 million up to an amount to be determined by the Board not exceeding Phps
billien.

In relation to the said increase in authorized capital stock of the Company, common shares shall be
issued by the Company In order to comply with the requirements under the Corporation Code of the
Philippines and relevant regulations of the Securities and Exchange Commission that at least twenty-
five percent (25%) of the increases in capital has been subscribed and that ane hundred percent (100%)
of the amount subscribed has been paid either in actual cash to the Company or such other
consideration allowed under the law, the valuation of which is equal to one hundred percent (100%) of
the subscription.

In view thereof, the Board of Directors, in its meeting held on 18 September 2018, resolved to approve
the implementation the first tranche of the increase in the authorized capital stock of the Company from
Php200 million divided in to 40 billion common shares with par value of Php0.005 per share to up to
Php700 million divided into 140 billion shares with par value of Php0.005 per share.

The Company is optimistic that it will obtain sufficient funds to support its anticipated fund requirements
for the next twelve (12) months.



Analysis of Financial Condition and Resulfs of Operations.

Since the Company has no commercial operation to date and has not generated revenues for the fiscal
years ending 31 December 2018, 2017, and 2018, It posted losses. Losses are generally attributed to
administrative expanses incutred plus the occasional impairment and write-off of uncollactible assets.
The following table shows the consolidated financial highlights of the Company for the current fiscal
year ended 31 December 2018 with comparative figures of the previous years and as of 31 December

2017 and 2016.
3 Dacember 2018 31 December 2017 31 December 2016
Income Statemant Dala
Total Revenues 5,664 &4, 267 5,307
Met Loss 1,816,108 2,218,785 2,498,452
Balance Sheet Dala -
Tolal Current Assels 591,540 1,745,458 248,025
Furniture, Fixturas &
Equipment 0 0 0
Other Mon-Current Assels 0 0 0
Total Assels 591,540 1,745,468 248 025
Tatal Liabilitles 7,487,080 7,024,883 3,308,675
Stockholders’ Equity {6,885,540) (6,279,425) {3,060,650)
Total Liabilitios &
Stockhalders” Equity 591,540 1,746,468 246,025
Currant Ratio 0,079 0.248 0.075
Solvancy Ratio 0.079 0.248 0.075
Debi-te-Equity Ratla {1.0888) {1.33081) (1.08104)
Full Fiscal Years.
Based on the above table, the fallowing are key performance indicators of the Company for 2018, 2017,
and 2016:
{i Current net loss of Php1.6 million, and net loss of Php2.2 million in 2018 and 2017 are mainly

(i

{iii)

(iv)

{v)

due to administrative expenses. It |s the same scenarlo with 2016 loss of Php2.5 million

Stringent controls are utilized on incurring expenses. Management maintaing a generally
cautious stance in identifying mining opportunities in order to maximize the Company's gross
margin. Consequently, Management has taken a conservative stand In approving any potential
mining or power-related activity and will keep the same stance in the next twelve (12) months.

Warking Capital Ratio or Current Ratio — This will measure how liquid the Company is and its
ability to meet its current obligations. It Is computed by dividing total current assets with the
total current liabilities.

This ligquidity of the Company for fiscal year 2018 decreased to 0.079 from 0.248 In 2017.
The current rafio of the Company In 2016 was 0.075 wherein the Company recognized
expenses of administrative nature.

Debt Management Ratlo or Solvency Ratio — This is computed by dividing the total liabilities
by the total assets.

For 2018, the solvency ratio declined to 0.079 due primarily to the decrease in the current assets
in the form of cash in banks.

Debt-to-Equity Ratio — This will explain the relationship between how the assets were
financed by the Company’s creditors and its stockholders. This is computed by dividing the total
liabllities over the stockholders’ equity. :



Far 2018, the debt-to-aquily ratlo decreased to (1,0858) dus to the additional deficit created as
a result of the increase in total liabilities in the form of depesits for future stock subscription.

By comparing accounts in the Balance Sheets and Statements of Operations for the period ending
31 Decembar 2018, 2017, and 20186, the following are the material changes and their causes:

Changes in Finangial Condifion.

2018 vs. 2017
{i) Current Assels

(i)

(il

(iv)

)

Current assets decreased from Php1,745,458 in 2017 to Php 591,640 in 2018 . This was due
o decrease in cash in bank.

Input Taxes
In 2018 and 2017, input tax resulted to nil dus to impalrment loss provided.

Properly and Equipment

There was no acquisition of property and equipment for 2018 and 2017, The current period
balance of property and equipment resulted to nil after it was determined in 2015 to be impaired
and its corresponding accumulated depreciation was closed to Retained Eamings.

Current Liabilities

The current liabilities increased from Php7.02 million in 2017 to Php7.48 In 2018 million due to
advances from a related party obtained for working capital reguirements and deposits for future
stock subscription.

Deficit

Comprehensive losses for the fiscal years ended 31 December 2018 and 2017 represent
impairment and write-off of various accounts and administrative expenses, The lossss on these
pariods caused the continued increase in Deficit. The impaired and wrlte-off of the various
accounts was approved by the Board on 12 December 2018 and ratified by the stockholders
on 12 December 2018

2017 vs. 20186

(i)

(i)

(iif)

Current Assets

Current assets increased from Php248,025 Ih 2016 to Php1,645,458. This was due to increase
in cash in bank.

Input Taxes

In 2017 and 2018, inpul tax resulted to nil due to Impalrment loss provided.

Property and Equipment

There was no acquisition of property and equipment for 2017 and 2016. The current perlod
balance of property and equipment resulted to nil after it was determined in 2015 to be Impaired
and its corresponding accumulated depreclation was closed to Retained Eamings.
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(iv)

V)

Current Liabilities

The current liabilities increased from Php3.3 million in 2016 to Php7.02 million due to loans
obtained for working capital requirements and deposits for future stock subscription.

Deficit

Comprehensive losses for the fiscal years ended 31 December 2017 and 2016 represent
impairment and write-off of various accounts and administrative expenses. The losses on these
periods caused the continued Increase in Deficit. The impaired and write-off of the various
accounts was approved by the Board on 28 August 2015 and ratified by the stockholders on
16 October 2015,

2016 vs. 2015

(i)

(i)

(1)

(iv)

(v)

Current Assels

Current aseets increased slightly from Php234,528 in 2015 to Php248,025 in 2016, This was
due to minimal expenses Incurred during the year.

Input Taxes

In 2016 and 2015, input tax resulted to nil due to impairment loss provided.
Praperty and Equipment

There was no acquisition of property and equipment for 2016 and 2015. The cumrent period
balance of property and equipment resulted to nil after it was determined in 2015 to be impaired
and its corresponding accumulated depreclation was closed to Retained Earnings.

Current Liabililies

The current liabllities increased from Php796,200 in 2015 to Php3.3 million in 2016 due to loans
obtained for working capital requirements,

Deficlt

Comprehensive losses for the fiscal years ended 31 December 2016 and 2015 represent
impalrment and write-off of varlous accounts and bidding-related and administrative expenses,
respectively. The losses on these periods caused the continued Increase in Deflcit. The
impaired and write-off of the various accounts was approved by the Board on 28 August 2015
and ratified by the stockholders on 186 October 2015.

Changes in Operaling Resulls.

2018 ys 2017 vs 2016

The Company has not yet commenced commercial operations. There were no mining activities or
exploration as of 31 December 2018. The exploration works for Zam-lron were not commenced. On
15 November 2013, Zam-lron received a letter from the Mines and Geosciences Bureau IX stating that
their office had issued an Order of Denial for mining exploration with tinality. Zam-Iron's next recourse
was to file an appeal to the Mines and Geosclences Bureau central office in Manila, The Caompany
had already determined that its prepaid royalties to Zam-lron may no longer be realized. Accordingly,

11



the Company provided full allowance for probable losses for the prepaid royalties in 2013, The canrying
value of prepaid royalties amounted to nil as of 31 December 2014 and 2013. The Company thereafter
deemed that the recovery of the Company's receivables was remote, The Board of Directors on 28
August 2015 unanimously approved the impairment and write-off of the following items from its books
of account: (i} accounts recsivable from 9% Kingdom Investment, Inc., (i) advances to Mikro-Tech
Gapital, Inc., (iil} prepaid royallies n favor of Zam-lrom Mining Corporation, (iv) accounts receivable from
LRSI and Stradec, and (v) retained deficit. This was ratified by the stockholders during the annual
stockholders' meeting on 16 October 2015,

In 2018, the Comprehensive Loss decreased from Php2.2 million in 2017 to Php1.6 milllen due to
decrease in administrative expenses. The decrease in the Comprehensive Losses to Php2.5 million
in 2016 from Php25.56 million in 2015 is due to the impaiment and write-off of various accounts above-
mentioned. The Company did not participate in bidding aclivities in 2017 and 2018.

Material Events and Uncerfaintias.

For 2018 and 2017, the Company has nothing to report on the following other than the disclosures
mentioned In the Notes to financial statements and discussed above;

) Any known Irends, demands, commitments, events, or uncertainties that will result in or that
are reasonably likely to result in the Company’s liquidity increasing or decreasing in any
material way.

{ii) Events that will trigger direct or contingent financial obligation that are material to the Company,
including any default or acceleration of obligation. The Company Is not In defaull or In breach
of any note, loan, lease or other indebtedness or financing arrangements requiring it to make
payments. The Company has no trade payables and there is no significant amount in its other
payables that has not been paid within the stated terms.

(iii) Malerial off-balance sheet transaclions, arrangements, obligations (including contingent
abligations), and other relationships of the Company with unconsolidated entities or other
persons created during the reporling pericd,

{iv) Any material commitment for capital expenditures.

{v) Any 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.

{vi} Any significant elements of income or loss that did not arise from the issuer's continuing
operatlons. :

(vll)  Any seasonal aspecls that had a malterial effect on the financlal condition or results of
operations.

Item 7. Financial Statements

The 2018 Audited Financial Statements of the Company are Incorporated herein by reference.

item 8. Information on Independent Accountant and Other Related Matters

Information on Independent Accountant.

During thelr annual meeting held on 12 December 2018, the stockholders approved the appointment of

the auditing firm of Punongbayan & Araullo ("P&A") as the Company’s external auditor for 2018. P&A's
office address is at 6760 Ayala Avenue, 1226 Makati City, Metro Manila, Philippines.
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In line with the Company's commitment to good corporate governance and In compliance with SEC
Memorandum Circular No, 8, series of 2003, the signing pariners of the external auditor shall be
rotated every five (5) years or earlier.

Exfernaf Audit Fees and Services.

The audit fees of P&A for 2018 and 2017 are as follows:

Year Audit & Audit- Tax Fees Other Fees
: _Related Foes !
2018 350,000 0 52,500
2017 280,000 : 0 42000 |

There are no other assurance and related services by the external auditor that are reasonably related

to the performance of the audit or review of registrant's financial statements.

Changes in and Disagreements with Accountant on Accounting and Financial Disclosures.

There was no event during the two (2) most recent fiscal years where P&A had any disagreement with
the Company with regard to any matter relating to accounting principles or practices, financial

statements disclosure, or auditing scope or procedure,
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PART lll - CONTROL AND COMPENSATION INFORMATION
Item 9. Directors and Executive Officers of the Issuer
Directors and Executive Officers.

The names of the incumbent directors and officers of the Company and their respective ages,
nationalities, positions held, and periods of senvice are as follows:

Name Age Nationality |  Positlon | Period Served
Chalrman of the | 28 August 2015
Lowell L. Yu 41 Filipino Board | to present
Winglip K. Chang 67 Presidentand | 16 October 2015
Filipino Chief Executive | to present
_ Officer
Alexander 5. Roleda 63 Fllipino Director 16 October 2015
to present
Luis Michael R, Yu lll ; ; 5 May 2017 to
| ?:u i Filipino Director prasent
lan Norman E. Dato i 5 May 2017 to
B _ 40 I?l.npjrm Director present
Richard N. Rocha i 26 October 2017
. 35 Filipino Director to present
Chrislian Francis C. Reyes fioks : 26 October 2017
ar Filipino Director fo present
Mark Werner J. Rosal Independent 28 August 2015
) 4 FHIRE Director to present
Vittorio P, Lim i Independent 28 August 2015
34 R Director to present
Cristina 8. Pama Gil- 1 Oclober 2016 to
£ Corporate
Fermnandez §0 Fillpino Secretary present
Rose Ann Joy V. Gonzales Assistant 5 December 2018
27 Filipino Corporate to present
Secrelary
Maria Elena E, Pocong 40 Filipifio o T 16 October 2015

o present

The Directors of the Company are regularly elected at the annual stockholders’ mesting to hold office
until the next succeeding annual meeting and until each respective successors have been elected and
qualified. The term of office of the directors is one (1) year.

Officers are appointed or elected annually by the Board of Directors during its organizational mesting
following the annual meeting of stockholders, each to hold office until the corresponding meeting of
the Board of Directors in the next year or until a succassor shall have been elected, appointed, or
qualified,

The business experiences for the last five (5) years and other directorships in ofher reporting
companles of the above-named directors and officers are as follows:

Lowell L. Yu. Atty. Yu is currently the Chairman of Unido Capital Holdings, Inc., KuyaJ Group Holdings,
Inc., Southeastasia Retail, Inc., Ikiichen, Inc., PLK Philippines, Inc., Grand Majestic Convention City,
Inc., 101 Restaurant City, Inc, Manila Comisario Central, Inc., iCuisine Inc., Curepro Plus, Inc.,
100Holdings, Inc., One Vela Holdings, Inc. (also as President), 77 Living Spaces, Inc. (also as
President), and Aldeaprime, Inc, (also as President). He is the President of iHoldings, Inc., Joune
Capital Holdings Corporation, and 8990 Leisure and Resoris Corporation. He Is a member of the Board
of Directors of 8990 Holdings, Inc.
14



Winglip K. Chang
President and Chief Executive Officer

Mr. Chang is the President of lkitchan, Inc., Grand Majeslic Convention City, Inc., and 101 Restaurant
City, Inc. He earned his Bachelor's Degree in Electrical Engineering from the Silliman University in
Dumaguete City.

Alexander 8, Roleda
Director

Mr. Releda is engaged in the provinclal distribution business connected with companles Meritus Prime
Co. and Montoscoe Co. He has been the Proprietor-Manager of Grown Agrivet since 1989, From 1983
to 1988, he was 8 Pharmacy Manager of Crown Pharmacy. He eamned his degree in Business
Administration, Major in Management in 1977,

Luis Michael R. Yu Il
Director

Mr. Yu is currently a director of Unido Capital Holdings, Inc., iHoldings. Inc., KuyaJ Group Holdings,
Ine., Southeastasia Retail, Inc., lkitchen, Inc., PLK Philippines, Inc., Grand Majestic Convention City,
Inc., Manila Comisario Gentral, Inc., lculsine, Inc., 100Holdings Ventures, Inc.,, One Vela Holdings,
Inc. and 101Restaurant City, Inc., among other companies.

lan Norman E. Dato
Director

Alty. Dato is the Managing Pariner of Data Inciong & Associates. He is the Chairman and President of
Myimport, Inc. and Newmanholdings, Inc. He is also an incumbent director of 8990 Holdings, Inc.,
IKitchen, Inc., MyMarket, Inc., and Unido Capital Holdings, Inc., among other companies.

Richard N. Rocha
Director

Mr. Rocha is currently the Executive Vice Fresident of Camarines Sur Chamber of Commerce and
Industry. He also currently serves as the Vice President for Operations of Naga Queenstown Realty &
Development, Inc. and of Lyrr Realty Development Corporation. Mr. Rocha Is also a director of Bicol-
Habitat for Humanity, Inc. He was the Assistant Governor of Rotary Internalional Dislrict 3820-Area 4
Group 2 from 2014 fo 2015 and was the Club President of Rotary Club of Naga-Camarines Sur from
2011 to 2012. He served as a Director of Camarines Sur Chamber of Commerce and Industry from
2012 to 2013. Mr. Rocha earned his Bachelor's Degree in Business Administration, major in Computer
Applications from De La Salle-College of Saint Benilde and studied International Housing Finance
({Executive Education) at Wharton School of Business in Pennsylvania. He also passed the examination
for real estate broker in 2011.

Christian Francls C. Reyes
Director

Mr. Reyes is currently the Chief Finance Officer of iHoldings, Inc, He was the Vice President and Head
of the Trade Division of Metropolitan Bank and Trust Company from 2014 to 2017. He also served as
the Vice President of Citibank, N.A. from 2008 to 2014 and held various positions within the
organization. From 2008 to 2009, Mr. Reyes was the Product Manager-Citi Transactions Service
(Philippines) and Business Davelopment-New Initlatives Lead (Philippines). He was a Reglonal Sales
Associate-Clti Transaction Services (Hongkong) from 2012 to 2013, and was the Regional Supply Chain
Froduct Manager-Citi Transaction Services (Hong Kong) from 2013 to 2014. He holds Bachelor's
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Degree in Computer Science Major In Information Technology from De La Salle University, and Master
in Business Adminisiration from Asian Institute of Management.

Mark Werner J. Rosal
Indepandant Director

Ally. Rosal Is the Managing Pariner of Rosal Diaz Bacalla and Fortuna Law Offices, a Cebu based law
firm. He is a praclicing lawyer specializing in Mergers and Acquisitions, Corporation Law, Labor Law,
and Estate Planning. Atty. Rosal oblalned his LLB from the University of San Carlos, Cebu City, in 2002
and was admitted to the Phllippine Bar in 2003, He spent his early vears in the praclics of law at Balgos
and Perez Law Offices and Angara Cruz Concepcion Regala and Abello (ACCRALAW).

He has been an Independent Director of Pacifica, Inc. since August 28, 2015, He has been a Director
of LBC Express Holdings, Inc. since April 28, 2015. As part of his law practice, he serves as Independent
Director of Rural Bank of Talisay (Cebu) Inc., Director of Wide Gain Properly Holdings, Inc., and Sem-
Ros Food Corp. (non-operational). He served as a Director of Federal Resources Investment Group,
Inc. since April 28, 2015. He has a Bachelor's Degree In Physical Therapy from Cebu Velez College
and passed the Physical Therapy Board exams on 1997.

Vittorio P, Lim
Independent Director

Mr. Lim has been President and Executive Director at Apollo Global Capital, Inc. since Dacember 11,
2015. Mr. Lim has been Independent Director of Pacifica, Inc. since August 28, 2015. Mr. Lim is a
Certified Securities Representative of Wealth Securities Inc, He served as Director al Asiabest Group
International Inc. since October 7, 2011. He was also a Certified Securities Representative of Tower
Securities, Inc. from 2011 to 2014; GS & PDS Broker.

Cristina S. Palma Gil-Fernandez.

Alty. Paima Gil-Fernandez assumed the position of Corporate Secretary of the Company in October
2016. Atly. Palma Gll-Fernandez graduated with a Bachelor of Arts degree, Major in History (Honors)
from the University of San Francisco In 1888, and with a Juris Doclor degree, second honors, from the
Ateneo de Manila University in 1995. She is currently a Partner at Pleazo Buyco Tan Fider & Santos
Law Offices and has more than 20 years of experience in corporate and commercial law, with emphasis
on the praclice areas of banking, securities and capital markets (equity and debt), corporate
recrganizations and restructurings and real estate,

Rose Ann Joy V. Gonzales

Alty. Gonzales graduated with a Bachelor of Science degree, major in Business Economics, from the
University of the Philippines in 2012 and with a Juris Doctor degree from the University of the Philippines
College of Law In 2016. She is currently an associate at Picazao Buyco Tan Fider & Sanlos Law Offices.

Marla Elena E, Pacong.

Ms, Pocong is a certified public accountant with more than 15 years of experience in audit and
accounting, having extensively practiced accounting for construction, minlng, restaurant, retail, and real
estate development. She is currently the Finance and Accounting Head of iHoldings, Inc. and its
subsidiaries, prior to which, she was an external auditor at SGV & Co. Ms. Pocong landed as Top 19
examines during the 2000 CPA Board Exam.

Significant Employees.

The Company is not dependent on the services of any particular employee. It does not have any
spacial arrangements to ensure that any employee will remain with the Company and will not
compete upon termination.

Family Relationships.
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Mr. Lowell L. Yu, the Chairman of the Board, and Mr. Luis Michasl R. Yu lll, Director, are brothers.
Mr. Alexander S, Roied'a, Director, Is the father-in-law of Mr, Lowell L. Yu, the Chairman of the Board.

Mr. Lowell L. Yu, the Chalrman of the Board, and Mr. Luis Michael R. Yu lll, Director, are cousins of
Mr. Richard N. Rocha, who is also a Director,

Other than the ones disclosed, none of the Directors or Exécutiue Officers or persons nominated or
chosen by the Company to become Directors or Executive Officers is related to the others by
consanguinity or affinity within the fourth civil degree.

Involvernent of Directors and Officers in Cerfain Legal Proceedings.

To the best knowledge and information of the Company, none of its incumbent directors and officers
has been involved during the past five (5) years in any legal proceedings which are material to the
evaluation of the abliity or integrity of any director or executive officer of the Company. They are not
directly or indirectly involved In such legal proceedings, to wit:

(i} There is no bankruptcy petition filed by or against any business which any of the incumbant
directorsfofficers was a general partner or executive officer at any time within five (5) years or
more;

(i} The incumbent directors/officers had no conviction by final judgment for any offense, in criminal
procsedings, domestic or foreign, nor is the Company aware of any fact to the effect that any
of them is the subject of a pending criminal proceeding, not even for a minor offense;

{iii) None of the incumbent directorsiofficers has been the subject of any order, judgment, or
decree, not subsequently reversed suspended or vacated, of any court of competent
jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring, suspending, or
otherwise limiting his/her involvement In any type of business, securities, commodities, or
banking activities;

{iv) The incumbent direclors are not found by a domestic or forelgn court of competent jurisdiction,
the SEC or comparable foreign body, or a domestic or foreign Exchange or other organized
trading market of self-regulatory organization, to have viclaled a securities or commodities law
or regulation and sald judgment has not been reversed, suspended or vacated.

item 10. Executive Compensation
The aggregate compensation paid or incurred during the last three (3) fiscal years and estimated to

be paid in the ensuing fiscal year to the Chief Execulive Officer and senior execulive officers of the
Company are as follows:

Name R Position 2018 2017 2016

Lowell L. Yu Chairman - = -
Winglip K. Chang PresldentiCEQ - - -
Cristina S. Palma Gil- Corporate - - -
Fernandez Secrelary il

Maria Elena E. Pocong Treasurer - - -
Bonus and other compensation - - -
Directors - - -
All officers and direclors as a group - - -

The Chairman, President and CEO, Corporate Secretary, and Treasurer are not receiving direct
or indirect compensation from the Company for services rendered. A per diem is given to the directors
and officers present during the mesting of the Board of Directors of the Gorporation. In 2018, the
directors and officers waived their per diems,
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Other than the standard arrangements pursuant to which the directors and officers of the Company
are compensated or are to be compensated, there are no other arrangements or consulting contracts,
directly ot indirectly during the Company's last completed fiscal year and the ensuing year, for any
service provided as director or officer. Other than the per diem paid, there are no other arrangements,

bonuses, profit sharing, or other similar plans.

Approval by the Board of any pension or retirement plan for the Company is pending until the Company
becomes commercially operational.

None of the officers and directors is a reclpient of any warrant or stock aptions,
Item 11. Security Ownership of Certain Beneficlal Owners and Management
Security Ownarship of Cerlain Record and Beneficial Owners.

As of 31 December 2018, the persons known to the Company to be directly or indirectly the record or
beneficial owner of more than 5% of the ragistrant’s voling securities are as follows:

Title of Class | Name, Name, No. of Shares Percentage
: Address of Address of : Held
Record Owner | Beneficial Cltizenship
candais Owner and :
Relationship Relationship
_with Issuer with Issuer
Common Unlda Capital Filipino 14,809,684,000 | 38.52%
shares Holdings, Inc.1 Record owner
is beneficial
Unit 1603, 156/F AT
China Bank
Corporate
Center, Lol 2,
Samar Loop
cor. Road 5,
Cebu Businass
Park, Cebu City
(Stockholder)
Common PCD Mominee The participants | Filipino 18,450,491,974 46.13%
shares Corporation2 of PCD are the
beneficial
37F Tower 1, owners of such
The Enterprise | shares, Among
Center, Makati | said beneficial
City owneris
{Stockholder) | iHoldings, Inc,
which owns
equivalent lo
27.85% of the
voling securltles
of the

1 Unido Capital Holdings, Ing. is a holding company with investments in real andfor personal properties. Mr. Lowell
L. Yu is expected to be named, consiituled, and appoinled as the authorlzed representative 1o vole all shares
owned by the said corparalion,

? PCD Nominee Corporation (PCNG") is a wholly owned subsidiary of Philippine Ceniral Depostlory, Inc. {("PCD")
and |s registered owner of the shares in the books of the Company's transfer agent. PCD parficipants deposit
eligible securities in PCD through a process of lodgment, where legal tile to the securities is iransferred and held

in frust by PCMC. The participants of PCD andfor thelr clienis are the benaficial owners of such shares,
18



Cormpany. Atly,
Lowall L. Yuis
the President
and authorized
representative
of iHoldings,
Inc.

TOTAL | 33,060,175,974 B2.65%

Securify Ownership of Management.

The following are the number of shares comprising the Company's capital stock (all of which are vating
shares) owned of record by the directors, Chief Executive Officer, and key officers of the Company as
of 31 December 2018;

{1} Title of Class (2) Nama of {3b) Amount and {4) Citlzenship (5) Percent of
Eeneﬂnial Owner Nature of Clasa
Beneficial
Ownaership at
Php0.005 Par
Value por Share
Common Shares Lowell L. Yu 100,000 {Direct) Filipino 0.00025%
Common Shares Winglip K. Chang 200,000 (Direct) Fllipino 0.00050%
Common Shares | Alexander 5. Roleda 100,000 {Dire Filipino 0.00025% |
Common Shares | Luis Michasl R, Yu lll 100,000 {Direct) Filipino 0.00025%
Common Shares | lan Norman E. Dato 100,000 {Direct) Filipino 0.00025%
Common Shares Richard M. Rocha 100,000 {Indirect) Filiping 0.00025%
Common Shares Chrislian Francis C. 100,000 (Indirect) Fliiping 0.00025%|
Reyes iy
Commeon Shares Mark_viémar J. Rosal 100,000 (Direct) Flliping 0.00025%
Commen Shares _ Vitlorio P- Lim 100,000 (Indiract) Filipino 0.00025%
Directors and executive officers az a 1.000,000 Filipino 0.0018%
group — Commeon Shares (Direct/indiract)

Voting Trust Holders of 5% or Mors,
There are no holdars of voting trust agreements of 5% or more.
Changes in Gonlrol,

Ownership by Strategic Alliance Development Corporalion {STRADEC) of 66.94% of the total
outstanding shares was reduced to 33.33% after it sold its 33.11% class "A” shares fo Mikro-Tech Capital,
Inc. (MTCI) on 16 July 2007. Consequently, STRADEC's 13,332,000,000 partially paid shares were
bought by 9th Kingdom Investments Corp. during the delinquency sale. Thus, STRADEC is no longer
a related party to the Corporation. On 19 August 2015, Mikro-Tech Capilal, Inc. divested ifs
12,066,316,000 common shares in favor of iHoldings, Inc. through the PSE. Thereafter, Mikro-Tech
ceased to be a principal owner. As of 31 December 2016, iHoldings, Inc. owns 11,058,316,000 common
shares or equivalent of 27.66% of the Company. On the other hand, 9" Kingdom Investments Corp.
acquired an additional 92,270,000 common shares through the execttion of a Deed of Assignment in
its favor on 24 November 2015. On 7 February 2017, Deeds of Absolute Sale were executed (i) by and
between 9th Kingdom Investments Corp. and Unido Capital Holdings, Inc. for 13,424,270,000 shares;
and (i) by and between Mikro-Tech Capital, Inc. and Unido Capital Holdings, Inc, for 1,185,414,000
shares,
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lterm 12. Certain Relationships and Related Transactlons

See Note 13 (Related Party Transactions) of the Notes to the Financial Statements.

There were no transactions with directors, officers, or any principal stockholders (owning at least 10% of
the total outstanding shares of the Corporation) not in the ordinary course of business.

Parent of the Company.

Mo person or entity holds more than 50% of the Company’s voting securities. Cansequently, the '
Company has no parent company.

Transaction with Fromoters.

There have been no transactions with promoters in the past five (5) years.




PART IV — CORPORATE GOVERNANCE

Itam 13. Corporate Governance

Pursuant to SEC Memorandum Circular No. 15, series of 2017 mandating all publicly-listed companies
to submit an Integrated Annual Corporate Governance Report (I-ACGR), the Company will file its I-

ACGR for the on or before 30 May 2019.
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PART V - EXHIBITS AND SCHEDULES

Iltem 14. Exhikits and Reports on S8EC Form 17-C

The reports on SEC Form 17-C, as amended, which were filad during the last twelve (12)-month period
covered by this repor, pertain to the following:

{0

(i)

(it

(iv)

SEC Form 17-C dated 17 September 2018 reported the Board's approval of the seiting of the
(a) Annual Stockholders’ Meeting on 6 November 2018 and (b) record date of sald meeting on
2 October 2018, as well as (c) the Implementation of the first tranche of the Increase in the
authorized capital stock which shall be implemented together with the fallowing amendments
which were also approved on October 26, 2017 by the Board of Directors and at least two-
thirds of stockholders of the Corporation:

Amendment of the Title and First Aricle to change the name of the Cotporation from Pacifica,
Ing, to Paclfica Holdings, Inc.;

Amendment of the Second Article to; (a) change the primary purpose of the Corporation to
reflect that of a holding company, (b) to include the power to guarantee as among the
Corporation's secondary purposes, and (c) to align such secondary purposes to the business
of the Corporation as a holding company; and

Amendment of the Third Article to change the principal address of the Corporation from Manila
to China Bank Corporate Center, Lot 2, Samar Loop comer Road 5, Cebu Business Park, Brgy.
Mabolo, Cebu City.

SEC Form 17-C dated 18 October 2018 reported the Board's approval of the amendment of
the date of the Annual Meefing of Stockholders from 8 November 2018 to 5 December 2018,

BEC Form 17-C dated 5 December 2018 reported the Board's approval of the implementation
of the first tranche of the increase in the authorized capital stock which shall be implemented
together with the change in the par value, and the following amendments which were also
approved on Oclober 26, 2017 by the Board of Directors and at least two-thirds of stockholders
of the Corporation:

Amendment of the Title and First Article to change the name of the Corporation from Pacifica,
Inc. to Paciflca Holdings, Inc.;

Amendment of the Second Arlicle to: (a) change the primary purpose of the Corporation to
reflect that of a holding company, (b) to include the power to guarantee as among the
Corporation's secondary purposes, and (c) to align such secondary purposes to the business
of the Corporation as a holding company; and

Amendment of the Third Article to change the principal address of the Corporation from Manila
to China Bank Corporate Center, Lot 2, Samar Loop carner Road 5, Cebu Business Park, Brgy.
Mahbolo, Cebu City,

SEC Form 17-C dated 5 December 2018 reported on the results of the Annual Stockholders'
Meeting.
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PACIFICA INC

e/ o Manila Harhour Centre, 1-10, Vitas, Tondo, Manila

STATEMENT OF MANAGEMENT"S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Pacifica Inc (the Company) is responsible for the preparation and fair presentation of
the financial statements, including the schedules attached therein, for the yesrs ended December 31, 2018 and
2017 in accordance with the prescribed Anancial reporting framework indicated therein, and for such internal

control as management determines is necessary to enable the preparation of financial statements that are free

' a

from materal misstatement, whether due to frand or error.
In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as 3 going concern, discloging, as applicable, matters related to going concemn and using the going

concern basis of accounting unless management either intends to liquidate the Company or to ceasc
operations, or has no realistic alternative to do so.
The Board of Directors is responsible for overseeing the Company’s finaneial reporting process.
The Board of Directors reviews and approves the financial statements, including the schedules attached

therein, and sulunits the same Lo the stockholders.
Punongbayan and Araullo, the independent auditor appointed by the stockholders, has audited the financial
in accordance with Philippine Standards on Aunditing, and in their report to the
their opinion on the fairness of presentation upon completion of such andit

statements of the Comp
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Report of Independent Auditors 1200 Makati City

Philippines

T +43 2 986 2288

The Board of Directors and the Stockholders ',
Pacifica, Inc.

Manila Harbour Centre, R-10, Vitas

Tondo, Manila

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Pacifica, Inc. (the Company), which comprise the
statements of financial position as at December 31, 2018 and 2017, and the statements of
comprehensive income, statements of changes in capital deficiency and statements of cash
flows for the three years in the period ended December 31, 2018, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the Company as at December 31, 2018 and 2017, and its financial
performance and its cash flows for each of the three years in the period ended

December 31, 2018 in accordance with Philippine Financlal Reporting Standards (PFRS),

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSA). Our
responsibllities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the Code of Ethics for Professional Accountants in the Philippines
(Code of Ethics) together with the ethical requirements that are relevant to our audits of the
financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Cartified Publle Ascountants grantthornton.com.ph

Punongboyan B Araullo [FRA] is the Philippine member firm of Grant Thorntan Intarnational Ltd

Odffices In Cavite, Calw, Do
BOWPRC Cert of Reg. Mo, 0002
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Material Uncertainty Related to Going Concern

We draw attention to Note 1 to the financial statements which indicates that the Company has
not started commercial operations yet since the renewal of its corporate life and it has a capital
deficiency as at December 31, 2018 and 2017. It recognized substantial losses from
Impairment and write-off of assets in the prior years and a potential business venture prior to
2015 did not malerialize. As stated in Note 1, these events and conditions indicate the
existence of a material uncertainty that may cast significant doubt on the Company's ability to
continue as a going concern. In response to these matters, the Company continues to evaluate
viable business opportunities and synergies to make the Company realize its business
potential. Increasing its authorized capitalization and acceptance of strategic partners to invest
in the Company have likewise heen considered necessary to prepare the Company for the
execution of its business plans. In connection with this strategy, two new investors have
recently acquired majority ownership interest in the Company. The entry of these new majorily
stockholders, which also brought in a new governance and management team, Is expected to
bring in new sources of funds and fresh business ideas for the eventual commencement of the
Company’s commercial operations. Management is very optimistic that the steps that it has
already undertaken will propel and support the viability of its new business plans for the
Company. Accordingly, the accompanying financial statements have been prepared assuming
that the Company will continue as a going concern which contemplates the realization of assets
and the settlement of liabilities in the normal course of business. In connection with our audits,
we have performed audit procedures to evaiuate management's plans and actions as to the
likellhood of improving the situation and as to feasibility under the circumstances, Our opinion
is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our
opinian therean, and we do not provide a separate opinion on these matters. Other than the
matter described in the Matsrial Uncertainty Related to Going Concern section, we have not
determined any other key audit matter that should be communicated in our report.

Other Information

Management Is responsible for the other information. The other information comprises the
information included in the Company's Securities and Exchange Commission (SEC)

Form 20-15 (Definitive Information Statement), SEC Form 17-A and Annual Report for the year
ended December 31, 2018, but does not include the financial statements and our auditors’
report thereon. The SEC Form 20-1S (Definitive Information Statement), SEC Form 17-A and
Annual Report for the year ended December 31, 2018 are expected to be made available to us

after the date of this auditors’ report.

Our opinion on the financial statements does not cover the other information and we will not
express any form of assurance conclusion theraon,

In connection with our audits of the financial statements, our responsibility is to read the other
information identified above when It becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the audits, or otherwise appears to be materially misstated.

Cartlfiad Public Accountants
Punengbayon & Araulle [PEL] is the Philippine member firm of Grant Thornton International Ltd
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Responsibilities of Management and Those Charged with Governance for the
Financial Statemenis

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with PFRS, and for such internal control as management determines is
necessary to enable the preparation of financial statemeants that are free from material
misstatement, whether due to fraud or errar,

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a golng concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic altemative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reparting process. '

&

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

» |dentify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures respansive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for aur opinion.
The risk of not detecting a material misstaterment resulting from fraud is higher than for one
resulting from errar, as fraud may involve callusion, forgery, intentional omissions,
misrepresentations, or the override of internal contral,

+  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of exprassing
an opinion on the effectiveness of the Company's internal cantral.

# Evaluate the appropriateness of accounting policles used and the reasonableness of
accounting estimates and related disclosures made by management.

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

going concern.
s Evaluate the overall presentation, structure and content of the financial statements,

including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achievas falr presentation. u

Cartllied Public Avcountants
Punocngbayan & Araulla [PEA)] is the Fhiippine ramber firm of Grant Thorntan Inteenatianal Ltd
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

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

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

Report on Other Legal and Regulatory Requirements

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as a whole. The supplementary information for the year ended

December 31, 2018 required by the Bureau of Internal Revenue as disclosed In Note 17 to the

financial statements is presented for purposes of additional analysis and is not a required part

of the basic financial statements prepared in accordance with PFRS. Such supplementary

information is the responsibility of managemant. The supplementary information has been
e “Hhea

The engagement partnaf _
Melson J. Dinio. %

APR 1 3 2019)
PUNDONGBAYAN & ARAULLOD

Partner

CPA Reg. Mo. 0097048
TIN 201-771-632
PTR Mo, 73336891, January 3, 2019, Makali City
SEC Group A Accreditation
Partner - No. 1036-AR-2 (until Mar. 15, 2020)
Firm - Mo, 0002-FR-5 {until Mar. 26, 2021)
BIR AN 08-002511-32-2016 (Oct. 4, 2016 uniil Oct. 3, 2019)
Firm's BOA/PRC Cert. of Reg. No. 0002 {until Jul. 24, 2021)
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PACIFICA INC
QUESTIONS FOR AUDIT CONSIDERATIONS

FOR DECEMBER 31, 2018 AUDIT

Background on Fraud Discussions with those Chatged with Govemance

Philippine Standards on Auditing requires an auditor to perform procedures to obtain
information that is used to identfy the tisks of material misstatcment due to fraud.

The tetm “fraud” refers to an intentional act by one or more individuals among
management, those charged with governance, employees, or third parties, involving the
use of deception to obtain an unjust ot illepal advantage. For putposes of the audit, the
auditor is concerned with fraud that cavses a material misstatement in the financial
statements. There are two types of intentional misstatements that ate relevant to the
auditor: (a) misstatements resulting from fraudulent financial reporting; and (b)

misstaternents resulting from misappropriation of assets. i,

Misstatemenis resulting from fraudulent financial reporting involve intentional
misstatements including omissions of amounts or disclosures in financial statements to
deceive financial statcment users. The examples of fraudulent finandal reporting inclade
the manipulation, falsification (including forgery), or alteration of accounting records or
supporting documentation from which the financial statements are prepared,
mistépresentation in, or intentional omission from, the financial statements of events,
transactions ot other significant information, and intentional misapplication of
accounting princples relating to amounts, classification, manner of presentation, or
disclosure.

On the other hand, misstatements resulting from misapproptiation of assets involve theft
of an entity’s assets and are often perpetrated by cmployees in relatively small and -
immaterial ammounts, However, it can also involve management. Misapproptiation of
assets can be accomplished in a variety of ways including embezzling receipts (for
cxample, misappropriating collections on accounts receivable ot diverting receipts in
respect of written-off accounts to personal bank accounts), stealing physical assets (for
examnple, stealing inventory for personal use or for sale, stealing scrap for resale), and
using an entity’s assets for personal use (for example, using the entity’s assets as collateral
tor a personal loan or 2 loan to a related party). Misappropriation of assets is often
accompanicd by false or misleading records or documents in otder to conceal the fact
that the assets are missing or have been pledged without proper authorization.

Fraud involves incentive or pressure to commit fraud, a perceived opportunity to do so
and some rationalization of the act. Individuals may have an incentive to misappropriate
assets for example, becanse the individuals are living beyond their means. Frandulent
financial reporting may be committed because management is under pressure, from
soutces outside or inside the entity, Lo achicve an expected (and perhaps unrealistic)
earnings targel — particulatly since the consequences to management for failing to mect
financial goals can be significant. A perceived oppottunity for fraudulent financial
reporting or misappropriation of assets may exist when an individual believes internal
control can be overridden, for example, because the individual is in a position of trust or
has knowledge of specific wealnesses in internal control. Individuals may be able to
rationalize committing a fraudulent act. Some individuals possess an attitude, character

=+
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or set of ethical values that allow them knowingly and intentionally to commit a
dishonest act. However, cven otherwise honest individuals can commit fraud in an
environment that imposcs suffictent pressute on them,

Based om the foregoing discussions, certain information have to be oblained from the
management. Hence, the management is requested to respond to the following

tuestions:

Question 1:

Describe how the management creates the awateness of tisk of frand among themsclves
and the Company’s employees. Explain whether the management adopts and effectively
implements policies to prevent and mitigate the risk of fraud.

Management's Response:

Regular and Special meetings are held with the diffcrent department heads and
managernent to discuss important marters, which incdude the tisk of fraud within the
entity. The different department head will then cascade this down to their direct repotts
to ensure everyone is on the same page. To help prevent and mitigate the risk of frand,
the organization is stroctured in such a way to have check and balance. We also make
use of LT. solutions that minimize human intervention.

Question 2:

Describe the management’s assessment of the risk that the Company’s financial
statements may be taterially misstated due to fraud.

Management’s Response: -

Management believes that the financial statements are not matedally misstated due to
fraud.

Question 3:

Describe the management’s process for identifying and responding to the risks of frand
in the enfity, including any specific fsks of fraud that management has identified or
account balances, dasses of transactions or disclosures for which a risk of fraud is likely
to exist.

Management’s Response:

There are staffs conducting daily sales audit wherein they ensure that all transactions
punched in the system are valid and that those amounts are immediately deposited in the
bank. For other transactions, every time somebody in the organizations notices
something deviates from the norm, that transaction is investigated.
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Question 4

Describe the management’s communication, if any, to those charged with governance
regarding its processes for identifying and responding to the risks of fraud in the entity.

Management’s Response:

Communication between management and those charged with governance is fast and
inmediate. Anything that would require the attention of those charged with governance
is reported to them dght away.

Question 5:

Describe the management’s communication, if any, to employees regarding its views on
business practices and cthical behavior.
Management's Response: +

i

The company has defined its core values that ate to embody what a person in our
organization should be. These ate introduced to the employee upon entering the
organization and is also evalnated based on these values.

Question 6;

Describe the management’s knowledge of any actual, suspected or alleged fraud affecting
the entity, if any.

Management’s Response:
Management is aot aware of any actual, suspected or alleged frand affecting the entisy.
Question 7z

Describe the management’s knowledge of any significant error in the Company’s
financial reporting process.

Management’s Response:

Management is not aware of any significant error in the Company’s financial
reporting process.

. Prepared by:
Name:

Position:

Date:
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PACIFICA TNC
FRINGE BENEFITS TAX QUESTIONNAIRE
FOR THE YEAR ENDED DECEMBER 31, 2018

A,  HOUSING PRIVILEGES

L

Does the Company lease residential property used as residence for
its supervisorymanugerial employees?

2, Rank and file employees?

3. It yes, do you subject it to FBT {for supervisory/managerial), and
wilhholding tax on compensation (for rank and file)?

4. [fno, why? L

5. Dwes the Company own a residential pr'dﬁé}t.y's;nd the same is
assigned for the use of its employee as his usual place of residence?

6. Ifyes, do you subject it to FET?

7. Ifno, why? . o

8. Dwocs the Company purchase residential on an installment basis for
ils emnployee as his usual place of residence?

9. Ifyes, do you subject it to FBT?

10, If no, why? _ o

11. Daes the Company purchase a residential property and transfer {he
ownership thereof to its employes?

12, I'yes, do you subject it to FBT?

13. Ifno, why? i

B EXPENSE ACCOUNT

1. Dots the Company provide allowances (like representation,
tramsportation and ofher personal expenses) to its empluyces?

2. Ifyes, doyou subject it lo FBT?

3. oo, why? s

4. Does the Company provide for reimbursements for expenses paid
for by the employees?

5. Arethe supporting documents such as O.Rs, invoices in the name
of the Company?

6. If no, do you subject it to FRT?

7. If no, why? 5

8. Arethere representation and transportation allowances which are
fixed in smounts that are regularly received by the employees as
part of their monthly compensafion?

9. Ifyes, do you subject it FBT?

10, 1f no, why?

Attackment (&
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MOTOR VEHICLE OF ANY KIND

1. Does the Company purchase molor vehicles in the name of its

employeas?

2. Il yes, do you subject it to FBT?
3. fno, why?

4. Does the Company provide the cmployee with cash for the purchase
of motor vehicles, the ownership of which is placed in the name of

the: employee?
5. Ifyes, do you subject it to FBT?
6. Tfno, why? Pa—

ownership of which is placed in (he name of the employees?
8. Ifyes, do you subject it to FI¥T?
9. Ifno, why?

. Does the Company shoulder a porfion of the amount of the
purchase price of'a motor vehicle, the ownership of which is in the
name of the employee?

11. 1f yes, do you subject it to FINT?

12. Tf no, why?

13. Does the Company own and maintain a {leet of motor vehicles for
the wse of the business and the employees?

14, Ifyes, do you subject it to FIIT?

15. THow many years are the vehicles being depreciated, for FBT
compitalion purposes?

16, If no, why?

17. Does the Company lease mator vehicle for the use of business and
its employees?

18. Tf yes, do you subject it to FRT?

19, If no, why?

INTEREST ON LOANS AT LESS THAN MARKET RATE

1. Does the Company provide loans to employees with no interest or
with inlerest rate fess than 12%7

2. If yes, do you subject the interest less than 12% to FBT?

3 Ifmo,why?

MEMBERSHIP DUES

. Does the Company pay the membership fees, dues snd ather
expenses for jts employees in social, and athletic clubs or other
similar organizations?

2. Ifyes, do you subject it 1o FETY

3. i no, why?
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K. EXPENSES FOR FOREIGN TRAVEL
I. Duoes the Company provide allowances for foreign ravel?
2. I yes, do you subject it to FRT?

3. Itno, why?

4, Does the Company shoulder the travel expenses of the family
members of its employees?

IF yes, dor you subject it to FBT?

If no, why?

B

. HOLIDAY AND VACATION EXPENSES
1. Troes the Company pay the holiday and vacation expenses of its
empluyees?
2. If yes, do you subject it in FRT?
3. Ifno, why?

H. TEDUCATIONAL ASSISTANCE TO THE EMPLOYEE OR HIS

DEPENDENTS,

1. Does the Company provide educational assistance o its employec
or his dependents?

2. If yes, is the educational assistance based on a competitive program
set by the Company?

3. If the assistance is provided to employee, is there a contract which
the employee is required Lo stay with the Company for certain
period?

4. I o, & you subject it to FRT?

3. Ifno, why?

I LIFE ORHEALTH INSURANCE AND OTHER NON-LIFE
INSURANCE PREMIUMS
1. Does the Company provide life or healih insurance and other npn-
life insurance preminms?
2. I yes, do you subject it to FBT?
3 Uno, why? _

4. Are é.mpid}_"l.‘:;“.ﬁ enrolled in a group insurance?

Jo HOUSEHOLD EXPENSES
1. Ioes the Company pay the houschold expenses such as salaries of
household help, personal driver or viber similar personal expenses
of an employec?
2. N yes, do yoo subject it to FBT?
3 oo, why?

Prepared hby:

Mame: . YU
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PACIFICA INC

Unit 1503 15% Flr. Chinabank Corporate Center
Lot 2, Samar Loop Cormer Road 5 Cebu Business Pack, Cebu City

CERTIFICATION

Securities and Exchange Commission
SEC Building

V. Rama Avenue

Guadalupe, Cebu City

Crentlemens:

In compliance with Memorandum Cireular No. 06 dated Apdl 7, 20086, issucd by the
Securities and Exchange Commission (SEC), requiring the submission by registered
corporations of SEC reportodal requirements, we subimit herewith the Audited Finandial
Statements (AFS) diskette of Pacifica, Inc for the years ended December 31,
2018 and 2017, consisting of the following:

Table 1. Balance Shect

‘I'able 2. Income Statement

Table 3. Cash Flows Statements

Table 4. Staternent of Changes in Equity x

1 certify that except for certain details/breakdowns required in the General Form
Financial Statements, the accounts and figures preseribed by Philippine Financial
Reporting Standard provided in the dectronic docarnents arc based pof the tents of
the AFS submitted to SEC for the years ended December 31, 2018

I'reasuarer

oD | M

Arh U
SURBSCRIBED AND SWORN to before me on this day of 2019,
affiant exhibiting to me his Community Tax Certificate No. issued at

on 209,
Doc, Mo, %_,
Page Mo, :
Book MNao. Z : MARK R J. ROSAL
: T ] ] % 1

Serles Na. i@_IL LE::ELE-E:&E: ¥ or cesu NOTARY

B a
BLOG,., CERU BUSINESS FARK i e Al
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PACIFICA, IMC,
STATEMENTS OF FINAMCIAL
DECEMBER 11, 2018 AND
(With Coresponding Fiperes ar fan
{Amoumty in Philippine Pes

December 3 [As restated - (A5 restated -
Dites 2018 see Mot 2) see Mote 2)
ASSETS
CURRENT ASSETS
Carh in banks [ P 541,540 1,655,458 198,025
Other current assets - net 7 50,000 50,000 50,000
TOTAL ASSETS P 591,540 1,745,458 248,025
! i
CURRENT LIABILITIES
Inzesest-bearing loan 4,285,760 3,217 656
Acesued expenses and other payables 239,133 91,019
Dz 1o 2 related party - =
Tostal Current Linbilities 4,524,893 3,308,675
NOMN-CURREMNT LIABILITY
Dieposit for fotues stock subscption 13 2,500,000 2,500,000 el
Total Lishilitizg TAE87,.081 7,024,893 3,508,675
CAPITAL DEFICIENCY APR 1 3 Zﬂﬂ
Capital stock I 4 199,883,332 199,883 190,883,332
Addidional paid-in capital 2 10,163,756 10,163,756 10,163,754
Deficit 2 ( 216,942,620 ) 215,325,523 ) 213,107,738 )
Capital Defiriency ( 6,895,541 ) 5,279,435 ) 3,060,650 )
‘TOTAL LIABILITIES AND CAPITAL DEFICIENCY P 591,540 1,745,458 248,025

Fea Nores o Financial Statemenis.



PACIFICA, TNC.
STATEMENTS OF COMPREHEMNSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

{Amounts in Philippine Pesog)
Notes 2018 2017 2016
REVENUES P - P P 7
EXPEMNSES 11 1,617,520 2217769 2,503,759
OPERATING LOSS 1,617,520 207769 2,503,759
FINANCE (IMCOME) COSTS
Finance income 42577 [ 5,307 )
Finance costs 5,273 527
1,016 [ 4780}
LOSS BEFORE TAX 2:213,?35 2498979
TAX EXPENSE -
MET LDSS 2,218,785 2498979
OTHER COMPREHENSIVE INCOME - -
e
PR'T3 q0mg ; ;
TOTAL COMPREHEMSIVE LOSS M 1,616,106 I 2,218,785 E 2,498 5749
Loss Per Share
Basic and diloted 15 P 0.00004 P 0.00006 P 0.00008

See Notes ro Financial Starements,



PACIFICA, INC.
STATEMENTS OF CHANGES IN CAPITAL DEFICIEMCY
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016

{Amounts in Philippine Pesos)
Additional Capital

Cupital Stock Paid-in Capital Dieficit Deficiency

{Bee Mote 14) _ (eecMotedy [see MNote 2) {see Motz 1)
Balance at [anuary 1, 2018 P 199,863,332 P 0,163,756 (P 215326523) (P 5,279,435 )
Total comprehensive loss for the pear = - { 1616106} 1,616,106 )
Balance ar December 31, 2018 P 199,863,332 P 10,153,756 (P 205,942,620) (P 6,805,541 )
Balance at [anuary 1, 2017 P 199,E83,532 P 10,163,758 (P 213,107,738) (P 3,060,650
Total comprehensive Jost for the pear - - [ 218785) | 2IBTES )
Balance at December 31, 2017 P 190,883,332 P 10,163,756 (P 25326513) (P 5979435 )

¢ i

Balance at January 1, 2016 P 199,683,332 P 0,163,756 (P 210608759) (P 561,671
Total comprehensive loss for the year : £ { ZAYBITI) [ 2498979
Balance at Decermber 31, 2016 P 199,883,332 P 10,163,756 (P 3I07,736) (P 3,060,650 |

Sec Wones fo Financisl Seatamenis,



PACIFICA, IMC,
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2018, 2017 AND 2016
{Amounts in Philippine Pesog)
Motes 2018 2017 2016
CASH FLOWS FROM OPERATIMNG ACTIVITIES
Met Ioss befose mx (P Lalg 06y (P 2218785 (P 245985797
Adjustments for:
Unrealized foceign currency exchange paing - et (11} [ 4249y [ 15647 5258
Interest expense 8 4,149 5,275 527
Operating losses befoes wordng capital changes { 16161767 2215078y | 2,503,710)
Diecrease in other current aszets . - B3 Add
Inerease {decrease) in due to a odated party 4,852,581 - ) 661,820
Inceease {decreass) in accrved exp and othee pagahl ( 104,633 ) 148,114 00,492
Cash used in operations 3,131,772 l: 2066062y 2991203 )
Cash paid for income tes - - { 133,844
Met Cash From (Used in] Operating Activities &, ERE Lz I 2pes062]  ( 3,125,047
CASH FLOWS FROM FINAMCING ACTIVITIES L
Repayments of interest-hearing Joan B { 4,285760)  ( 3217,656) -
Tntesest paid { 4140y 5713y 527}
Proceeds from interzst-beanng boan ] - 4,285,760 3,217,656
Deposit foc fature stock subodption 13 - 2 50000 g
MNet Cash From (Used in) Financing Actvities { 4,289,909 ) 3562831 3217129
Eifizet of Exchange Rate Changes on Cush in Banks 4,219 1,564 5258
MET INCREASE (DECREASE) IN CASH IN BANES { 1,153,918 ) 1,497,433 97340
CASH IN BANES AT BEGINMING OF YEAR 1 5B 198,025 100,685
CASH IN BANES AT END OF YEAR P 541,540 P 1,695,458 P 198,025
-

See Notes to Financial Statements.



1. GENERAL INFORMATION

PACIFICA, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018, 2017 AND 2016
(Amounts in Philippine Pesos)

1.1. Corporate Information

Pacifica, Inc. (the Company), a publicly-listed domestic cotporation, was incorporated in
the Philippines and tegistered with the Securities and Exchange Commission (SEC) on
September 2, 1957.

The Company’s shares of stock are listed for trading in the Philippine Stock Exchange
(PSE). Itis presently engaged in discovery, exploration, development and exploitation of
mineral oils and gaseous substances, gold, silver, coopet, iron and other metal ores, and
other mineral substances, However, as indicated in Note 1.2, the Company is yet to statt
commercial operations since the renewal of its cotporate life in 2007.

The Company’s registered office, which is also its principal place of business, is located at
Manila Harbour Centre, R-10, Vitas, Tondo, Manila.

On October 26, 2017, the Board of Directors (BOD) approved several amendments to the
Company’s Articles of Incorporation as concurred by at least 2/3 of the Company’s
stockholders, which includes, among others the following: (1) changing the name of the
Company to Pacifica Holdings, Inc,; (2) changing the primary purpose of the Company to
reflect that of a holding company; and, (3) changing the principal place of business to
China bank Corporate Center, Lot 2, Samar Loop corner Road 5, Cebu Business Parls,
Btgy. Mabolo, Cebu City; (4) amendment to the Seventh Article increasing the par value
from Php0.005 per share to Php1.00 per share, without any resulting increase in the
authorized capital stock of the company but with a decrease in the numbet of issued and
outstanding shares of the Company; (5) amendment to the Seventh Article increasing of
the Authotized Capital Stock of the Company from Php200 million to up to Php5 billion,
such inctease to be implemented in one or more tranches, and, (6) introduction of a new
Eleventh Article to provide that no transfer of stock or interest which would reduce the
ownership of Filipino citizens to less than the required percentage of the capital stock, as
provided by existing laws, shall be allowed or permitted to be recorded in the proper
books of the Company. However, these amendments have not been filed or presented for
filing to SEC as of December 31, 2018,

12, Status of Operations

The Company has not started commercial operations yet as at December 31, 2018 since
the tenewal of its corporate life (see Note 1.1). In the prior years, the Company
recognized substantial losses from impairment and write-off of assets resulting in the
recognition of a net losses and, consequently, a capital deficiency. Aj at December 31,
2018 and 2017, it has a deficit of P216,942,629 and P215,326,523, respectively, and a
capital deficiency of P6,895,541 and P5,279,435, respectively.
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Furthermore, the application for mining exploration permit in Kabasalan, Zamboanga of
Zam-Iron Mining Corp. (ZMC), the Company’s potential business partner, was denied in
2013. The mining exploration in Kabasalan, Zamboanga would have been the first
business venture of the Company after the renewal of its corporate life. These events and
conditions, indicate the existence of a material uncertainty that may cast significant doubt
on the Company’s ability to continue as a going concern.

In response to the foregoing matters, the Company continues to evaluate viable business
opportunities and synergies to make the Company realize it business potential. Increasing
its authorized capitalization and acceptance of strategic pattners to invest in the Company
have likewise been considered necessary to prepare the Company for the execution of its
business plans. In connection with this strategy, on February 17, 2017, iHoldings, Inc.
(iHoldings) and Unido Capital Holdings, Inc. (UCHI), respectively, have acquited majority
ownership interest, 27.65% and 36.52%, respectively, in the Company. The entty of these
new majortity stockholderts, which also brought in a new governance and management
team, is expected to bring in new sources of funds and fresh business ideas for the
eventual commencement of the Company’s commercial operations. In relation to this, the
cash infusion from UCHI in 2017 amounting to P2,500,000 has provided new funds to the
Company to meet its current operating requirements (see Note 13.2). Management is very
optimistic that the steps that it has already undettaken will propel and support the viability
of its new business plans for the Company. Accordingly, the financial statements have
been prepared assuming that the Company will continue as a going concern which
contemplates the realization of assets and the settlement of liabilities in the normal course
of business. The financial statements do not include any adjustments to reflect the
possible future effects on the recoverability and classification of assets or the amounts and
classification of liabilities that may result from the outcome of this uncertainty.

-

1.3. Approval of Financial Statements

The financial statements of the Company as of and for the year ended December 31, 2018
(including the compatative financial statements as of December 31, 2017 and for the years
ended December 31, 2017 and 2016 and the corresponding figures as of January 1, 2017)
wete authotized for issue by the Company’s Board of Directors on April 5, 2019,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies that follows have been used in the preparation of these
financial statements. These policies have been consistently applied to all the yeats
presented, unless otherwise stated.

2.1 Basis of Preparation of Financial Statements
(a) Statement of Compliance with Philippine Financial Reporting Standards

The financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PFRS ate adopted by the Financial
Reporting Standards Council (FRSC) from the pronouncements issued by the
International Accounting Standards Board, and approved by the Philippine Board of
Accountancy. .
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(a)
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The financial statements have been prepared using the measurement bases specified
by PFRS for each type of asset, liability, income and expense. The measurement
bases are more fully described in the accounting policies that follow.

Presentation of Financial Statsments

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Presentation of Financial Statements. The Company presents all items of
income and expenses in a single statement of comprehensive income.

"The Company presents a third statement of financial position as at the beginning of
the preceding period when it applies an accounting policy retrospectively, or makes a
retrospective restatement or reclassification of iterns that has a material effect on the
information in the statement of financial position at the beginning of the preceding
petiod. The related notes to the third statement of financial position are not tequired
to be disclosed. ;.

In 2018, the Company reclassified its Deposit for Future Stock Subscription
amounting to P2,500,000 as of December 31, 2017 from Current Liabilities to
Non-cutrent Liability section of the statements of financial position to conform to
the current year presentation and classification. Accordingly, the Company presents 2
third statement of financial position as of Januvary 1, 2017, without the related notes
except for the disclosures required under PAS 8, Accomnting Policies, Changes in Estimates
and Errors. This reclassification, however, did not result in significant changes in the
statements of comprehensive income, statements of changes in capital deficiency and
statements of cash flows for the years ended December 31, 2017 and 2016.

In addition, the Company adopted PFRS 9, Financial Instruments, and PFRS 15, Revenue
Jrom Contracts with Customers. Aside from additional disclosures required by PFRS 9
and PFRS 15, the adoption of these new standards have no significant impact on the
Company’s financial statements.

Functional and Presentation Currency

These financial statements are presented in Philippine pesos, the Company’s
functional and presentation currency, and all values represent absolute amounts
except when otherwise indicated.

Items included in the financial statements of the Company ate measured using its
functional cusrency. Functional cutrency is the currency of the primaty economic
environment in which the Company operates.

Adoption of New and Amended PFRS
Effective in 2018 that are Relevant to the Company

The Company adopted for the first time the following PFRS, which are mandatorily
etfective for annual periods beginning on or after January 1, 2018:

PFRS 9 :  Financial Instraments -
PFRS 15 :  Revenue from Contracts with Customers;
Clarifications to PFRS 15
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Discussed below are the relevant information about these new standards,

®

(i)

=

PFRS 9, Financial Instruments (issued in 2014). This new standard on financial
instruments will replace PAS 39, Financial Instruments: Recognition and Measurement,
and PFRS 9 issued in 2009, 2010 and 2013. This standatd contains, among
others, the following:

®  three principal classification categories for financial assets based on the
business model on how an entity is managing its financial instruments,
ie., financial assets at amortized costs, fair value through profit and loss
(FVTPL), and fair value through other comprehensive income (FVOCI);

®  an expected credit loss (ECL) model in determining impairment of all
debt financial assets that are not measured at FVTPL, which generally
depends on whether there has been a significant increase in credit risk
since initial recognition of such financial assets; and,” .

®  anew model on hedge accounting that provides significant
improvements principally by aligning hedge accounting more closely with
the risk management activities undertaken by entities when hedging their
financial and non-financial tisk exposures.

The Company's new accounting policies relative to the adoption of PFRS 9 is
fully disclosed in Notes 2.3 and 2.8.

The adoption of this new standard has no impact as to the classification and
measutement of its financial assets and liabilities.

-
PERS 15, Revenne frome Contract with Customers, together with the Clarzfications fo
PFRY 15 (herein referred to as PFRS 15). This standard will replace PAS 18,
Revenue, and PAS 11, Construciion Contracts, the related Interpretations on
revenue recognition: IFRIC 13, Customer Loyalty Programmes; IFRIC 15,
Agreement for the Construction of Real Estate; IFRIC 18, Transfers of Assets from
Customers; and, Standing Intetpretations Committee 31, Resenne — Barter
Transactions Involving Advertising Services. This new standard establishes a
comprehensive framework for determining when to recognize revenue and
how much tevenue to recognize. The cote principle in the said framework is
fot an entity to tecognize tevenue to depict the transfer of promised goods or
setvices to the customer in an amount that teflects the consideration to which
the entity expects to be entitled in exchange for those goods or services.

The Company’s adoption of PFRS 15 has no material impact on the Company's
financial statements since the Company has not yet statted commercial

operations (see Note 1).
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() Effective in 2018 that are not Relevant to the Company

@

The following amendments, interpretation and improvements to existing standards
are mandatorily effective for annual periods beginning on or after January 1, 2018 but
are not relevant to the Company’s financial statements:

PAS 40 (Amendments) : Investment Property — Reclassification to
and from Investment Property

PFRS 2 (Amendments) : Share-based Payment — Classification and
Measurement of Shate-based Payment

Transactions
PFERS 4 (Amendments) : Insurance Contracts — Applying PFRS 9, with
PFRS 4
International Financial
Reporting Interpretations
Committee (IFRIC) 22  : Foreign Currency Transactions and Advance
Consideration
Annual Tmprovements to
PFRS (2014-2016 Cycle)
PAS 28 (Amendments) : Investment in Associates — Clarification on
Fair Value Through Profit or Loss
Classification

PFRS 1 (Amendments) : First-time Adoption of Philippine Financial
Reporting Standards — Deletion of
Short-term Exemptions

Effective Subsequent to 2018 but not Adopted Early

Thete are amendments, interpretation and annual improvements to c;;isting
standards effective for annual periods subsequent to 2018, which are adopted by the
FRSC. Management will adopt the following relevant pronouncements that follows
in accordance with their transitional provisions; and, unless otherwise stated, none
of these are expected to have significant impact on the Company’s financial
staternents:

(i) PFRS 9 (Amendments), Finandial Instruments — Prepayment Features with Negative
Compensation (cffective from January 1, 2019). The amendments clarify that
prepayment features with negative compensation attached to financial
instruments may stll qualify under the “solely payments of principal and
interests” (SPPI) test. As such, the financial assets containing prepayment
features with negative compensation may still be classified at amortized cost or
at FVOCL

(i) IFRIC 23, Uncertainty over Income Tax Treatments (effective from January 1, 2019).
The interpretation provides clarification on the determination of taxable profit,
tax bases, unused tax losses, unused tax credits, and tax rates when there is
uncertainty over income tax treatments. The core principle of the interpretation
requires the Company to consider the probability of the tax treatment being
accepted by the taxation authority. When it is probable that the tax treatment
will be accepted, the determination of the taxable profit, tax bases, unused tax
losses, unused tax credits, and tax rates shall be on the basis of the accepted tax

treatimnent.
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Otherwise, the Company has to use the most likely amount or the expected
value, depending on the surrounding circumstances, in determining the tax
accounts identified immediately above.

Manapement is cutrently assessing the impact of this new intetpretation on the
Company’s financial statements.

(iii) Annual Improvements to PFRS 2015-2017 Cycle. Among the improvements,
PAS 12 (Amendments), Tnome faxces — Tax Consequences of Dividends, is relevant to
the Company but had no impact on the Company’s financial statements as these
amendments merely clarify that all income tax consequence of dividend
payments should be recognized in profit or loss.

2.3 Fingncial Assets

Financial assets are recognized when the Company becomes a party to the contractual
terms of the financial instrument. For purposes of classifying financial assets, an
instrument is considered as an equity instrument if it is non-detivative and meets the
definition of equity for the issuer in accordance with the criteria of PAS 32, Financial
Instruments: Presentation. All other non-derivative financial instruments are treated as debt
instruments.

(a)  Classification, Measurement and Reclassification of Financial Assets in Accordance with PERS 9

Under PFRS 9, the classification and measurement of financial assets is driven by
the entity’s business model for managing the financial assets and the contractual
cash flow characteristics of the financial assets. :

-

Currently, all of the Company’s financial assets are categorized as financial assets at
amortized cost.

Financial assets ate measured at amortized cost if both of the following conditions:

* the asset is held within the Company’s business model whose objective is to
hold financial assets in order to collect contractual cash flows (“hold to
collect’™); and,

*  the contractual terms of the instrument give rise, on specified dates, to cash
flows that ate solely payments of principal and interest on the principal amount
outstanding.

Except fot trade receivables that do not contain a significant financing component
and are measured at the transaction price in accordance with PERS 15, all financial
assets meeting these criteria are measured initially at fair value plus transaction costs.
These ate subsequently measured at amortized cost using the effective interest
method, less any impairment in value.

The Company’s financial assets at amortized cost are presented in the statement of
financial position as Cash in Banks, which ate unrestricted andare subject to
insignificant changes in value.
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Interest income is calculated by applying the effective interest rate to the gross
carrying amouat of the financial assets except for those that are subsequently
identified as credit-impaired. For credit-impaired financial assets at amortized cost,
the effective interest rate is applied to the net carrying amount of the financial assets
(after deduction of the loss allowance). The interest eatned is recognized in the
staternent of profit or loss as part of Finance Income.

The Company can only reclassify financial assets if the objective of its business
model for managing those financial assets changes. Accordingly, the Company is
required to reclassify financial assets: (i) from amortized cost to FVTPL, if the
objective of the business model changes so that the amortized cost criteria are no
longer met; and, (i) from FVTPL to amortized cost, if the objective of the business
model changes so that the amortized cost critetia start to be met and the
characteristic of the instrument’s contractual cash flows meet the amortized cost
criteria.

P
A change in the objective of the Company’s business model will take effect only at
the beginning of the next reporting period following the change in the business
model.

Classification, Measurement and Reclassification of Financial Assets in Accordance with PAS 39

Financial assets other than those designated and effective as hedging instruments
are classified into the following categories: financial assets at FVTPL, loans and
receivables, held-to-maturity investments and available-for-sale financial assets.
Financial assets are assigned to the different categories by management on initial
recognition, depending on the purpose for which the investments were acquired.

Regular purchases and sales of financial assets are recognized on their trade date. All
financial assets that are not classified as of FVTPL are initially recognized at fait value
plus any directly attributable transaction costs. Financial assets carried at FVTPL are
initially recorded at fair value and the related transaction costs are recognized in profit
or loss.

Loans and receivables is the only category of financial assets relevant to the
Company. Those ate non-derivative financial assets with fized or determinable
payments that are not quoted in an active market. They arise when the Company
provides money, goods or services directly to a debtor with no intention of trading
the receivables. They are included in current assets, except for those with maturities
greater than 12 months after the end of each reporting period, which are classified as
non-curtent assets.

The Company’s financial assets categorized as loans and receivables are presented as
Cash in Banks in the statement of financial position. Cash in Banks are unrestricted
and are subject to insignificant changes in value.

Loans and receivables are subsequently measured at amortized cost using the
effective interest method, less impairment loss, if any. ;
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Impairment of Financial Assets under PFRS 9

From January 1, 2018, the Company assesses its ECL on a forward-looking basis
associated with its financial assets carried at amortized cost. Recognition of credit
losses is no longer dependent on the Company’s identification of a credit loss event.
Instead, the Company considers a broader range of information in assessing credit
risk and measuring expected credit losses, including past events, current conditions,
reasonable and supportable forecasts that affect collectability of the future cash flows
of the financial asscts.

The Company applies the simplified approach in measuring ECL, which uses a
lifetime expected loss allowance for all trade and other receivables and contract
assets. These are the expected shortfalls in contractual cash flows, considering the
potential for default at any point during the life of the financial assets. To calculate
the ECL, the Company uses its historical experience, external i:‘_.]*d.itatms and
forward-looking information to calculate the ECL using a provision matrix.

The Company also assesses impairment of trade receivables on a collective basis as
they possess shared credit risk characteristics, and have been grouped based on the
days past due.

The key elements used in the calculation of ECL are as follows:

*  Probability of default — 1t is an estimate of likelihood of default over a piven time
horizon,

* Loss given default — It is an estimate of loss arising in case where a default occurs
at a given time. It is based on the difference between the contraciual cash flows
of a financial instrument due from a counterparty and those that the Company
would expect to receive, including the realization of any collateral.

* Exposure at default — It represents the gtoss carrying amount of the financial
instruments subject to the impairment calculation.

Measurement of the ECL is determined by a probability-weighted estimate of credit
losses over the expected life of the financial instrument.

Impairment of Financial Assets under PAS 32

As of December 31, 2017, the Company assesses at the end of each reporting
petiod whether there is objective evidence that a financial asset or group of financial

assets is impaired.

If there is objective evidence that an impairment loss on loans and receivables has
been incutted, the amount of the impairment loss is determined as the difference
between the assets’ carrying amount and the present value of estimated future cash
flows (excluding future credit losses that have not been incurred), discounted at the
financial asset’s original effective interest rate or current effective intetest rate
determined under the contract if the loan has a variable interest rate.
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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.

If in a subsequent period, the amount of the impairment loss decreases and the
dectease can be related objectively to an event occurring after the impairment was
recognized (such as an improvement in the debtor’s credit rating), the previously
recognized impairment loss is reversed by adjusting the allowance account. The
reversal shall not result in a carrying amount of the financial asset that exceeds what
the amortized cost would have been had the impairment not been recognized at the
date of the impairment is reversed. The amount of the reversal is recognized in
profit or loss.

(¢}  Derecognition of Financial Assets

The financial assets (or where applicable, a part of a financial assét ot part of a
group of financial assets) ate derecognized when the contractual rights to receive
cash flows from the financial instruments expire, or when the financial assets and all
substantial risks and rewards of ownership have been transferred to another party.
1f the Company neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Company
recognizes its retained interest in the asset and an associated liability for amounts it
may have to pay.

If the Company tetains substantially all the risks and rewards of ownership of a
transferred financial asset, the Company continues to recognize the financial asset
and also recognizes a collateralized borrowing for the proceeds teceived.

2.4 Other Correny Assets

Other current assets pertain to other resources controlled by the Company as a result of
past events. They ate recognized in the financial statements when it is probable that the
future economic benefits will flow to the Company and the asset has a cost or value that
can be measured reliably.

Other recognized assets of similar nature, where future economic benefits are expected to
flow to the Company beyond one year after the end of the reporting period are classified
as non-cuttent assets.

2.5 Financial Liabilities

Financial liabilities, which include interest-bearing loan, accrued expenses and other
payables (except withholding taxes) and due to a related patty are recognized when the
Company becomes a party to the contractual terms of the instrument. All interest-related
chatges incurred on a financial liability are recognized as an expense under the caption
Finance Costs in the statement of comprehensive income, if any.

Interest-bearing loan are raised to finance expected working capital requirements. Finance
charges are charged to profit ot loss on an accrual basis using the effective interest method
and are added to the carrying amount of the instrument to the extent that these are not
settled in the period in which they arise.
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Accrued expenses and other payables and due to a related party are recognized initially at
their fair values and subsequently measured at amortized cost, using effective interest
method for maturities beyond one year, less settlement payments,

Financial liabilities ate classified as current liabilities if payment is due to be settled within
one year or less after the end of the reporting petiod (or in the normal operating cycle of
the business, if longet), ot the Company does not have an unconditional right to defer
settlement of the liability for at least 12 months after the end of the reporting period.
Otherwise, these are presented as non-current liabilities.

Financial liabilities ate derecognized from the statement of financial position only when
the obligations ate extinguished either through discharge, cancellation ot expitation. The
difference between the carrying amount of the financial liability derecognized and the
consideration paid or payable is recognized in profit or loss.

2.6 Deposit for Future Stock Subscription

Deposit for future stock subscription is classified under non-current liability in the
statement of financial position. It refers to the amount of money or sometimes even
property received by a corporation with the putpose of applying the same as payment for
future issuance of stocks which may or may not matetialize.

A petson or entity that makes a deposit on stock subscription in favor of a corporation
does not have the standing of a stockholder nor entitled to the rights and attributes of a
stockholder. Consequently, the deposit: (1) is not entitled to the receipt of any dividend;
(2) 1s not included in the determination of quorum at meetings nor in the counting of
votes requiting shareholder’s action; (3) is not eligible to be voted upon; and.(4) in general,
cannot exercise stockholders’ rights or privileges.

Under the new and amended Financial Reporting Bulletin (FRB) No. 006, as revised, the
Company shall classify a contract to deliver its own equity instruments under equity as a
separate account (e.g. deposits for future stock subscription) from capital stock if and only
if, all of the following elements are present as of end of the reporting period:

(2) The unissued authorized capital of the entity is insufficient to cover the amount of
shares indicated in the contract;

(b) Thete is BOD and stockholders’ approval on the proposed increase in capital stock
for which a deposit was teceived by the Company; and,

() The application for the approval of the proposed increase has been presented for
filling or has been filed with the Commission.

If any or all of the foregoing elements are not present, the transaction should be
recognized as a liability. The amount of deposit for future stock subscriptions will be
teclassified to equity accounts when the Company meets the foregoing criteria.

w
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2.7 Provisions and Contingencies

Provisions are recognized when present obligations will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of the
outflow may still be uncertain. A present obligation arises from the presence of a legal or
constructive obligation that has resulted from past events.

Provisions ate measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of the reporting period,
including the risks and uncertainties associated with the present obligation. Where there
are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole, When time
value of money is material, long-term provisions are discounted to their present values
using a pretax rate that reflects market assessments and the risks specific to the obligation.
The inctease in the provision due to passage of time is recognized as interest expense.
Provisions are reviewed at the end of each reporting petiod and adjusted to reflect the
current best estimate.

In those cases where the possible outflow of economic resoutce as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the financial statements. Similarly,
possible inflows of economic benefits to the Company that do not yet meet the
recognition criteria of an asset are considered contingent assets, hence, are not recognized
in the financial statements.

On the other hand, any reimbursement that the Company can be vittually certain to collect
from a third party with respect to the obligation is recognized as a separate.asset not
exceeding the amount of the related provision.

2.8 Revenue and Expense Recognition
To determine whether to recognize revenue, the Company follows a five-step process:

(1) identifying the contract with a customer;

(2) identifying the performance obligation;

(3) determining the transaction price;

(4) allocating the transaction ptice to the petformance obligations; and,
(5) recognizing revenue when/as performance obligations are satisfied.

For Step 1 to be achieved, the following five gating ctiteria must be present:

(i) the parties to the contract have approved the contract either in writing, orally or in
accordance with other customary business practices;

(i) each party’s rights regarding the goods or services to be transferred ot performed can
be identified;

(ii) the payment terms for the goods or services to be transferred or performed can be
identified;

(iv) the contract has commercial substance (i.e,, the risk, iming or amount of the future
cash flows is expected to change as a result of the contract); and,

(v) collection of the considetation in exchange of the goods and services is probable.
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Revenue is recognized only when (or as) the Company satisfies a performance obligation by
transferring control of the promised goods or setvices to a customer. The transfer of
conttol can occur over time or at a point in time.

A performance obligation is satisfied at a point in time unless it meets one of the following
criteria, in which case it is satisfied over time:

() the customer simultaneously receives and consumes the benefits provided by the
Company’s performance as the Company performs;

(i) the Company’s performance creates or enhances an asset that the customer controls as
the asset is created or enhanced; and,

(i) the Company’s performance does not create an asset with an alternative use to the
Company and the entity has an enforceable right to payment for performance
completed to date.

In 2017 and prior petiods, the Company recognized revenue based on the provision of
PAS 18 which is to the extent that such revenues and the related costs incurred or to be
incurred can be measured reliably and it is probable that future economic benefits will
flow to the Company. In addition, specific recognition criteria must also be et before
revenue is recognized.

As indicated in Note 1, the Company has no commercial operations yet and currently, it
only earns interest income on its Cash in banks (see Note 2.3).

Expenses are recognized in profit or loss at the date they are incurted. All finance costs
are repotted in profit or loss on an accrual basis.

2.9 Foreign Currency Transactions and Translation

The accounting records of the Company are maintained in Philippine pesos. Foreign
currency transactions during the year are translated into the functional currency at
exchange rates which approximate those prevailing on transaction dates.

Foreign currency gains and losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary assets and liabilities
denominated 1n foreign currencies are recognized in profit or loss.

2.10 Impairment of Non-financial Asseis

The Company’s non-financial assets, if any, are subject to impaitment testing. Individual
assets or cash-generating units are tested for impairment whenever events or changes in
circumnstances indicate that the carrying amount of those assets may not be tecoverable.

For purposes of assessing impairment, assets are prouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, some assets
are tested individually for impairment either individually or at the cash-generating unit
level

[

L R

I



Impairment loss is recognized in profit or loss for the amount by which the asset’s or
cash-generating unit’s carrying amount exceeds its recoverable amounts which is the
higher of its fair value less costs to sell and its value in use. In determining value in use,
management estimates the expected future cash flows from each cash-generating unit and
determines the suitable interest rate in order to calculate the present value of those cash
flows. The data used for impairment testing procedures are directly linked to the
Company’s latest approved budget, adjusted as necessary to exclude the effects of asset
enhancements. Discount factors are determined individually for each cash-generating unit
and reflect management’s assessment of respective risk profiles, such as market and
asset-specific risk factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist. An impairment loss is reversed if the asset’s or cash
generating unit’s tecoverable amount exceeds its carrying amount.

! kS

211 Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax
not recognized in other comprehensive income or directly in equity, if any.

Curtent tax assets or liabilides comprise those claims from, or obligations to, fiscal
authorities relating to the current or prior reporting period, that are uncollected or unpaid
at the end of the reporting petiod. They are calculated using the tax rates and tax laws
applicable to the fiscal periods to which they relate, based on the taxable profit for the
year. All changes to current tax assets or liabilities are recognized as a component of tax

expense in profit or loss.
-

Deferred tax is accounted for using the liability method, on tempotaty differences at the
end of each reporting period between the tax base of assets and liabilities and their
cattying amounts for financial reporting purposes. Under the liability method, with certain
exceptions, deferred tax liabilities are recognized for all taxable temporary differences and
deferred tax assets are recognized for all deductible temporary differences and the
carryforward of unused tax losses and unused tax credits to the extent that it is probable
that taxable profit will be available against which the deductible temporary differences can
be utilized, Unrecopnized deferted tax assets, if any, are reasscssed at the end of each
reporting petiod and are recognized to the extent that it has become probable that future
taxable profit will be available to allow such deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the petiod when the asset is realized or the liability is settled provided such tax rates have
been enacted or substantively enacted at the end of the repotting petiod.

The carrying amount of defetred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is probable that sufficient taxable profit will be available

to allow all ot part of the deferred tax asset to be utilized.

The measurement of deferred tax liabilities and assets reflects the tax cbnsequences that
would follow from the manner in which the Company expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and liabilities.
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Most changes in deferred tax assets or liabilities are recognized as a component of tax
expense in profit oz loss, except to the extent that it relates to items tecognized in other
comprehensive income or directly in equity. In this case, the tax is also recognized in
other comprehensive income or directly in equity, respectively.

Deferred tax assets and deferred tax liabilities are offset if the Company has a legally
enforceable right to set-off current tax assets against current tax liabilities and the defetred
taxes relate to the same taxation authority.

2.12 Offserting Financial Instruments

Financial assets and financial liabilities are offset and the resulting net amount, considered
as a single financial asset ot financial liability, is repotted in the statement of financial
position when the Company currently has legally enforceable right to set-off the
recognized amounts and there is an intention to settle on a net basis, 6t realize the asset
and settle the liability simultaneously, The right of set-off must be available at the end of
the reporting period, that is, it is not contingent on future event. It must also be
enforceable in the notmal course of business, in the event of default, and in the event of
insolvency or bankruptcy; and, must be legally enforceable for both entity and all
counterparties to the financial instruments.

2.13 Related Party Relationships and Transactions

Related party transactions are transfers of resources, services or obligations between the
Company and its related parties, regardless whether a price is charged.

Parties are considered to be related if one patty has the ability to control the other party or
exercise significant influence over the other party in making financial and operating
decisions. These parties include: (2) individuals owning, directly or indirectly through one
or more intermediaries, control or are controlled by, ot undet common control with the
Company; (b) associates; and, (c) individuals owning, directly ot indirectly, an interest in
the voting powet of the Company that gives them significant influence over the Company
and close membets of the family of any such individual.

In considering each possible related party relationship, attention is ditected to the
substance of the relationship and not merely on the legal form.

2.14 Segment Reporting

Operating segments are reported in a manner consistent with the internal reporting
provided to the Company’s executive committee, its chief operating decision maker. The
executive committee is responsible for allocating resources and assessing performance of

the operating segments.

In identifying its operating segments, management generally follows the Company’s
products and service lines as well as geographical location of its operation.

Because the Company has no commercial operations yet (see Note 1), the Company does
not present any segment information.



2.15 Capital Deficiency

Capital stock represents the nominal value of shares that have been issued and subscribed,
less subscriptions receivable.

Additional paid-in capital includes any premnium received on the issuance of capital stock.
Any transaction costs associated with the issuance of shares ate deducted from additional
paid-in capital, net of any related income tax benefits.

Deficit represents all current and priot period results of operations as reported in the
statement of comprehensive income.

2.16 Earnings (or Loss) per Share

Basic earnings (or Loss) per share (EPS) is computed by dividing net profit attributable to
cquity holders of the Company by the weighted average number of shates issued and
outstanding, adjusted retroactively for any stock dividend, stack split or reverse stock split
declared during the current period.

Diluted EPS is computed by adjusting the weighted average number of ordinary shares
outstanding to assume conversion of dilutive potential shates, Currently, the Company
does not have dilutive potential shares outstanding; hence, the diluted EPS is equal to the
basic EPS.

2.17 Events After the End of the Reporting Pedod

Any post-year-end event that provides additional information about the Company’s
financial position at the end of the reporting petiod (adjusting event) is reflected in the
financial statements. Post-year-end events that are not adjusting events, if any, are
disclosed when material to the financial statements. o

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The prepatation of the Company’s financial statements in accordance with PFRS requires
management to make judgments and estimates that affect the amounts reported in the
financial statements and related notes. Judgments and estimates are continually evaluated
and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances, Actual results may
ultimately differ from these estimates.

3.1 Critical Management Juodgments in Applying Accounting Policies ! 5:

In the process of applying the Company’s accounting policies, management has made the

following judgments, apart from those involving estimation, which have the most _

significant effect on the amounts recognized in the financial statements: ‘
|

(a) Assesiment of Going Concern

The Company’s management has made an assessment of its ability to continue as

going concern. Management believes that the steps that it has alrehdy under taken

will propel and support the viability of its new business plan for the Company

(see Note 1.2). Therefore, the financial statements are prepared on a going concern

basis. ,
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(b) Evaluation of Business Model Applied in Managing Financial Instruments (2018)

Upon adoption of PFRS 9, the Company developed business models which reflect
how it manages its portfolio of financial instruments. The Company’s business
models need not be assessed at entity level ot as a whole but shall be applied at the
level of a portfolio of financial instruments (i.e., group of financial instruments that
ate managed together by the Company) and not on an instrument-by-instrument basis
(i.e., not based on intention ot specific characteristics of individual financial
instrument).

In determining the classification of a financial insttument under PFRS 9, the
Company evaluates in which business model a financial instrument or a portfolio of
financial instruments belong to taking into consideration the objectives of each
business model established by the Company (e.g,, held-for-trading, generating accrual
income, direct matching to a specific liability) as those relate to thé Company’s
investment and trading strategies.

No such changes were required during the period presented.
(c)  Recogmition of Provisions and Contingencies

Judgment is exetcised by management to distinguish between provisions and
contingencies. Policies on recognition of provisions and contingencies are discussed
in Note 2.7 and disclosures on relevant contingencies are presented in Note 16.

3.2 Key Sources of Estimarion Uncertainty ”

The following ate the key assumptions concerning the future, and other key sources of

estimation uncertainty at the end of the reporting petiod, that have a significant risk of

causing a material adjustment to the carrying amounts of assets and liabilities within the
next reporting period.

(a) Estimation of Allowance for ECL (2018)

The measurement of the allowance for ECL on financial assets at amortized cost is an
area that requires the use of significant assumptions about the futute economic
conditions and credit behaviour (e.g., likelihood of customers defaulting and the
resulting losses). Explanation of the inputs, assumptions and estimation used in
measuring ECL is further detailed in Note 4.1,

(8) Determination of Realizable Amount of Deferred Tax Assets

The Company reviews its deferred tax assets at the end of each reporting period and
reduces the cartying amount to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax assets to be
utilized. As of December 31, 2018 and 2017, the deferred tax assets are not
recognized because based on management’s assessment there would be no sufficient
future taxable profits yet against which the deductible temporary differences and carry
forward benefits of unused net operating loss catry-over (INOLCO) could be utilized
(see Note 12).
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4. RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company is exposed to cettain financial risks in relation to financial instruments, The
Company’s financial assets and liabilities by category ate summarized in Note 5. The main
types of risks are credit risk and liquidity risk.

The Company’s risk management is coordinated with the Board of Directors (BOD) and
focuses on actively securing the Company’s short to medium-term cash flows by
minimizing the exposure to financial markets.

The Company does not actively engage in the trading of financial assets for speculative
purposes nor does it write options. Following are the significant financial risks to which
the Company is exposed to:

4.1 Credir Risk

Credit tisk is the risk that a counterparty may fail to discharge an obligation to the
Company. The Company is exposed to this risk for certain financial instruments atising
from placing deposits with banks,

The Company continuously monitors defaults of counterparties, identified either
individually or by group, and incorporates this information into its credit risk controls.
The Company’s policy is to deal only with creditworthy counterparties.

The maximum credit risk exposure of cash in banks as of December 31, 2018 and 2017
amounts to P541,540 and P1,695,458, respectively, which is the carrying amount as shown
in the statements of financial position or in the detailed analysis provided in the notes to
the financial statements (see Note 6).

The credit risk for cash in banks is considered negligible, since the counterparties are
reputable banks with high quality external credit ratings, Cash in banks are insured by the
Philippine Deposit Insurance Corporation up to a maximum covetage of P500,000 for
evety depositor per banking institution,

4.2 Liguidity Risk

The Company manages its liquidity needs by carefully monitoring scheduled debt servicing
payments for long-term financial liabilities as well as cash outflows due in a day-to-day
business. Liquidity needs ate monitored in various time bands, on a day-to-day and
week-to-week basis, as well as on the basis of a rolling 30-day projection. Long-term
liquidity needs for a six-month and one-year period are identified monthly,

The Company maintains cash to meet its liquidity requirements for up to 60-day petiods.
As of December 31, 2018 and 2017, the Company’s financial liabilities have contractual

maturities which are summarized in the next page.

L



— Ondemand year Total

December 31, 2018
Due to & related party P 4,852,581 P - P 4,852,581
Accroed expenses (except
withholding taxes) 125,500 - 125,500
P 4978081 P . P 4,978,081
December 31, 2017
Interest-bearing loan r - P 4289900 P 4,289,909
Accrued expenses (except
withholding taxes) 225,633 - 225633

E 205633 B 4980909 P 4515542

The contractual maturities of the financial liabilities reflect the pross cash flows, which
may differ from the carrying values of the liabilities at the end of the reporting periods.

CATEGORIES AND OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES AND FAIR VALUE MEASUREMENT AND
DISCLOSURES

5.1 Canying Amounts and Fair Values by Category

The Company has no financial assets or financial liabilities carried at fair value nor
does it have any financial instruments whose fair value is requited to be disclosed.
The carrying values of its financial assets and financial liabilities that are carried ar
amortized cost approximate or equal their fair values, accordingly, comparison of their
fair values and carrying values is no longer presented.

5.2 Offbetting of Financial Assets and Financial Liabilitics

The following financial assets with net amounts presented in the 2017 statement of
financial position ate subject to offsctting, enforceable master netting arrangements
and similat agreements.

Groes amounts eecoymized in the Related amounts nat set off in the
—statements of finzncial position = Metamount  _stateenents of finandial position
Financial preseoted in
lizbilities the statements of
Financial asgers (mesets) finaneial Financisl Cagh eollateral
— (Habilisies) getoff  positon  _ instouments  _ received Metsmount
Cssh in banks E 1695438 P - —E 1695456 @ S900NE - P 1646489
Interest-beanng loan B 4285760 P = B 405760 (B 49003 P 2 o F 4 235 757

Thete are no financial instruments subject to potential offsetting as of December 31, 2018,

h



5.3 Fair Value Hierarchy

In accordance with PFRS 13, Fair Value Measurement, the fair value of financial assets
and financial liabilities and non-financial assets which are measured at fair value on a
tecurting or non-recutring basis and those assets and liabilities not measured at fair
value but for which fair value is disclosed in accordance with other relevant PFRS, are
categorized into three levels based on the significance of inputs used to measure the
fair value. The fair value hierarchy has the following levels:

(a) Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilides
that an entity can access at the measurement date;

(b) Level 2: inputs other than quoted prices included within Level 1 that are observable
for the asset or liability, either ditectly (i.e. as prices) or indirectly (ie. derived from
prices); and, ’

(c) Level 3: inputs for the asset or liability that are not based on ohservable market data
(unobservable inputs).

The level within which the asset or liability is classified is determined based on the lowest
level of significant input to the fair value measurement.

For purposes of detetmining the market value at Level 1, a market is regarded as active if
quoted prices are readily and regularly available from an exchange, dealer, broket, industry
group, pricing service, ot regulatory agency, and those prices represent actual and regularly
occutring market transactions on an arm’s length basis. -

For investments which do not have quoted market price, the fair value is determined by
using generally acceptable pricing models and valuation techniques of by reference to the
cutrent matket of another instrument which is substantially the same after taking into
account the related credit fisk of counterpatties, or is calculated based on the expected
cash flows of the underlying net asset base of the instrument.

When the Company uses valuation technique, it maximizes the use of observable market
data where it is available and relies as little as possible on entity specific estimates. If all
significant inputs required to determine the fair value of an instrument ate observable, the
instrument is included in Level 2. Otherwise, it is included in Level 3

5.4 Financial Instruments Measured at Fair Value

As indicated in Note 5.1, the Company has no financial assets and liabilities measured
at fair value as at December 31, 2018 and 2017.

&5 Fair Value Measurement for Non-financial Assers

The Company has no non-financial assets measured at fair value as of December 31, 2018
and 2017.
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5.6 Financial Instraments Measured at Amortized Cost for which Fair Value is
Nor Disclosed

As discussed in Note 5.1, carrying values of its financial instraments carried at amortized
costs approximate ot equal their fair values, hence comparison is no longer disclosed.
Accordingly, the Company does not also present a fair value hietarchy. Nevertheless, its
cash in banks can be categorized as Level 1 in the hierarchy of financial instruments while
the rest of the financial instruments as Level 3.

CASH IN BANKS

Cash in banks, which pettain to demand and savings deposits, amounts to P541,540 and
P1,695,458 as of December 31, 2018 and 2017, respectively. Cash in Tiizilks generally earn
interest based on daily bank deposit rates, which amounted to P1,344, P2,693, and P49 for
2018, 2017 and 2016, respectively, and is presented as patt of Finance Income in the
statements of comprehensive income (see Note 10).

OTHER CURRENT ASSETS

The composition of this account is shown below.

2018 2017
Input VAT 5 476,828 P 327,349
Allowance for impairment ( 476,828) (— 327,349)
Advances subject for liquidation 50,000 50,000

E___ 50000 P 50000

The analysis of allowance for impairment of input VAT is presented below.
Note 2018 2017

Balance at beginning of year P 327,349 P 172,722

Impairment during the year 11 149,479 154,627

Balance at end of year B 476828 T s
INTEREST-BEARING LOAN

The movements of interest-bearing loans are shown below:

2018 2017
Balance at beginning of year P 4285760 P 3217,656
Repayments ( 4,285,760) 3,217,656)
Additional borrowing - 4,285,760

Balance at end of year P - P 4285760




-21-

The outstanding loan payable as of December 31, 2017 which beats an annual interest of
2.05% was paid in full on January 15, 2018, No additional loan was availed in 2018,

Total interest expense :ecugmz&d in 2018, 2017 and 2016 amounted to P4,149, P5,273,
and P527, respectively, and is presented as Finance Cost in the statements of
comprehensive income.

9. ACCRUED EXPENSES AND OTHER PAYABLES
The composition of this account is shown below.
2018 T . e
Accrued professional fees P 125,000 P 200,000
Withholding taxes 9,000 13,500
Accrued transportation and travel '
expenses - 25,633
Others 500 ‘-
P 134500 P 239.133
10. OTHER INCOME
Other income includes:
Note 2018 2017 2016
Untealized foreign -
currency
exchange gains - net P 4219 P 1,564 P 5,258
Interest income 6 1344 2.693 49
P 5563 P 4257 P 5307
11. EXPENSES
Details of the Company’s expenses by nature are shown below.
Note 2018 2017 2016
Professional fees P 764,064 P 1,208,665 P 1,989,750
Taxes and licenses 17/4) 272,526 449,351 63,383
Impairment of input VAT 7 149,479 154,627 172,722
Write off of other assets 104,728 - 133,844
Transportation and travel 08,386 49,342 23,886
Directors’ fees 90,000 90,000
Printing and supplies 76,604 89,203 45,406
Meetings and conferences 47,733 42,500 =
Communication 0,000 9,090 10,139
Advertising - 123,900 17,842
Membership, association
dues and fees - = 19,000
Others 5,000 1,00 27,787
E____ 1617520 P 2217769 P 2,303,759
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12, CURRENT AND DEFERRED TAXES

There is no tax expense repotted in the statements of comprehensive income for the years
ended December 31, 2018, 2017 and 2016 because the Company is in gross and taxable

loss positions.

The reconciliation of tax on pretax loss computed at the applicable statutory rate of 30%
to tax expense follows.

2018 2017 2016

Tax on pretax loss at 30% (P 484,832) (P 665,636) (P 749,694 )
Tax cffects of:

Movements in NOLCO
for which no deferred
incoime tax asset was ',
recognized 410,105 620,258 642,282
MNon-tazable income ( 1,669) ( 1.277) ( 1,592)
Non-deductible expenses 76,396 46,655 109,004
Tax expense P - P i P =

Thete were no deferred tax assets recognized in the current and prior years since
management believes that it is not probable that the Company would have sufficient
future taxable profits against which deductible temporary differences and carryforward
benefits of unused NOLCO could be utilized. Unrecognized deferred tax assets on
NOLCO amounts to P1,672,645 and P21,345 599 as at December 31, 2018 and 2017.

The details of the Company’s unexpired NOLCO with their cotresponding validity or
availment periods are as follows:

Taxable Tax Valid
Years Amount Effect LIntil
2018 P 1,367,018 P 410,105 2021
2017 2,067,526 620,258 2020
2016 2.140.940 642 282 2019

P____ 5575484 B 1.672.645

NOLCO which atose from 2015 and 2014 amounting to P66,943,529 and P1,349,191,
respectively, with the tax effect of P20,083,059 and P404,757, expired in 2018 and 2017,

respectively.

The Company is subject to minimum cotporate income tax (MCIT), which is computed at
2% of gross income, as defined under the tax regulations ot the regular corporate income
tax, whichever is higher. No MCIT was reported in 2018 and 2017 as the Company did
not eatn income subject to MCIT. g
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13. RELATED PARTY TRANSACTIONS

The Company’s related parties include its stockholders and others as described in
Note 2.13. A summary of the Company’s transactions and outstanding balances with its
related parties is presented below.

— AmountofTransactions  __ Outstanding Balance

2017
Related Party (A= restated -
Category Mote 2018 — 2017 2016 2018 see Note 2.1)
Stockholders
Accommodation
payiiients 131 P 4,852,581 P 4285760 P 2555300 P 4,852,561 P
Deposit for future
stock subsceiption  13.2 - 2,500,000 : , 2,500,000 2,500,000

131 Due to a Related Party

In 2018, 2017 and 2016, the Company’s stockholders accommodated certain expenses,
including principal and intetest payments on its bank loan, on behalf of the Company. As
of December 31, 2018 the outstanding payable to its stockholders amounted to P4,852,582
which was presented as Due to a Related Party in the 2018 statement of financial position.
As of December 31, 2017, the Company has no outstanding payables to its stockholder
atising from this transaction, as the Company obtained interest-bearing loan to pay out the
related payables (see Note 8).

13,2 Deposit for Future Stock Subscriptions

-

In 2017, the Company’s stockholder made cash infusion amounting to P2,500,000 for the
planned subsctiptions to the Company’s authorized capital stock.

The outstanding balance amounted to 2,500,000 as of December 31, 2018 and 2017 are
presented as non-current liability in the statement of financial position as the tequirements
of SEC FRE No. 006, as revised, for classification as equity has not been complied with as
of the end of the reporting period. The cash infusion from stockholders is intended to
cushion the capital deficiency of the Company (see Note 1.2).

13.3 Key Management Compensation

The Company does not have key management personnel compensation in 2018, 2017 and
2016 as it has not yet started commercial operation.
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14. BEQUITY
14,1 Capital Stock
I:a.pital stock consists of:
Shazes i - Amoot
2008 2017 I E] 1T
Capital Stock — P0.005 pac wahee
Authurized e d0.000.000.000 ___ SO0O000GO0G B 200000000 B 200000000
Trsued — 39965000000 . 39SGS000000 P [99A25000 P [99EXSAOD
Subscdbed 35,000,000 35,060,000 175,080 175,000
Subacdptions seceivable - = [ 1G668) ( VIAAGR)
— 000000 _  3soonggn _  SRA®R 0 SRR

Total irsued and subscribed —d00000000 40000000000 E__ 19983332 B 1908R3333

On October 26, 2017, in addition to the items disclosed in Note 1, the BOD also approved
several amendments to the Company’s Articles of Incorporation as concutred by at least
2/3 of the Company’s stockholders, which includes, among othets the following;

(1) increasing the pat value to P1 per share without any resulting inctease in the authorized
capital stock of the Company but with a decrease in the number of issued and outstanding
shates of the Company; and, (2) increasing the authorized capital stock of the Company to
P5,000,000,000, which shall be implemented in one or mote tranches.

On September 18, 2018, the BOD resolved to approve the implementation of the first
tranche of the inctease in the authorized capital stock of the Company from P200,000,000
divided into 40,000,000,000 common shares with a par value of P0.005 per share to
P700,000,000 divided into 140 billion shares with par value of P0.005 per share.

However, as of December 31, 2018 and the date of audit report, these amendments have not
been filed ot presented for filing to SEC.

14,2 Listing with PSE

On November 23, 1959, the Company offered a portion of its stocks for listing with the
PSE. The number of common shares registered was 25,345,216,000 with an issue price of
P0.005. As of December 31, 2018 and 2017, the number of holdets of such securities for
both years is 3,300. The closing market price of the Company’s shares as of December 31,
2018 and 2017 is P0.0370 and P0.0450, respectively. The total number of issued shares
not listed with the PSE is 14,654,784,000 shates as at December 31, 2018 and 2017,

On June 21, 2011, pursuant to the approval by the BOD, a delinquency sale was held for
all 14,654,784,000 delisted delinquent shates in accordance with the provisions of the
Cotporation Code of the Philippines and the Securities Regulation Code, the results of
which were reported to the SEC and the PSE. This is the Company’s confirmation of
management’s initiative to source funds. The delinquency sale was undertaken by the
Company in its principal office and in the presence of a Notary Public. During the said
auction, a total of 14,654,784,000 shares were bought by the winning bidders. Pursuant to
the rules of the delinquency sales, payment of the winning bid shall be made on or before
August 4, 2011. As at May 2, 2012, all winning bidders have fully Pajd their bids and have
been issued cettificates of stock.

The public auction of the delisted delinquent shares was ratified on October 16, 2015
duting the Company’s Annual Stockholders Meeting.
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As at December 31, 2018 and 2017, 25,345,216,000 common shares of the Company
remain listed with the PSE while the remaining 14,654,784,000 delisted shares are in the
process of relisting. As at the same dates, the Company has no othet securities listed in

any capital markets.
14.3 Capiral Management Objectives, Policies and Procedures

The Company maintains a capital base to cover risk inherent in the business, The primary
objective of the Company’s capital management is to ensure that it maintains an adequate
and strong capital base to support its business. Accordingly, management is currently
working on getting fresh investments to revitalize the capital base of the Company

(see Note 1.2).

The Company monitors capital on the basis of the carrying amount of equity as presented
on the face of the statements of financial position. Capital for the repofting periods under

review is summatized below.

2018 2017
Total liabilities P 7487,081 P 7,024,893
Capital deficiency ( 6,895,541) ( 5,279,435)

The Company sets the amount of capital in proportion to its overall financing structure,
i, equity and financial liabilities. The Company manages the capital structure and makes
adjustments to it in the light of changes in economic conditions and the risk characteristics
of the underlying assets. However as at December 31, 2018 and 2017, the Company has
capital deficiency and is still working on improving it as discussed in Note 1.2

LOS5S PER SHARE

Basic and diluted loss per share were computed as follows:

2018 2017 2016
Net loss P 1,616,106 P 2218785 P 2498979
Weighted average number of
outstanding shares 40,000,000,000 0,000,000, 0,000,000
Basic and diluted loss pershare B 000004 P 000006 P 000006

The Company has no potentially dilutive common shares as of December 31, 2018, 2017
and 2016. Thus, the basic and diluted loss per share are the same as of those dates.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company makes various commitmepts and incurs
certain contingent liabilities that are not given recognition in the accompanying financial
statements. As of December 31, 2018 and 2017, the management believes that losses, if any,
that may arise from these comimitments and contingencies will not have a material effect on

the financial statements,
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17. SUPPLEMENTARY INFORMATION REQUIRED BY THE BUREAU OF
INTERNAL REVENUE (BIR)

Following are the supplementary information on taxes, duties and license fees paid ot
accrued during the taxable year, which is required by the BIR under Revenue Regulation
No. 15-2010 to be disclosed as part of the notes to financial statements. This
supplemnentaty information is not a required disclosure under PFRS.

(@

®)

()

@

(¢

Outpur VAT

The Company does not have output VAT in 2018 since the Company has not yet
generated any tevenues.

Input VAT
' L
The movements in input VAT in 2018 are summarized below.

Balance at the beginning of year P 327,349

Purchases of services 149,479

Balance at end of year P 476,828
Documentary Stamp Tas (DST)

The Company does not have any transaction subject to DST.
Tlasces and Licenses

Details of taxes and licenses (see Note 11) follow:

Annual listing and filing fees P 250,000
Business and local taxes 21,198
Annual registration fee 500
Others 828
B 272526

Withholding Taxces

The total expanded withholding tax in 2018 amounted to P9,000 atising from
Directors’ fees. The Company has no income tax payments subjected to
compensation and final taxes in 2018.

Deficiency Tasx Assessments and Tax Cases

As of December 31, 2018, the Company does not have final deficiency tax
assessments with the BIR not does it have tax cases outstanding or pending in courts
ot bodies outside of the BIR in any of the open taxable years.

e



