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November 14, 2014

To All Shareholders:

METRO ALLIANCQ.,

HOLDINGS & EQuITIES CORP.

Please be informed that the ANNUAL MEETING OF STOCKHOLDERS shall be held on
December 19, 2014, Friday, at 1:00 p.m. at One Café and Events Place, 6" Floor One Corporate Centre,
Dona Julia Varga§ cor. Meralco Aves., Ortigas Center, Pasig City.

.-

The Order of Business shall be:

O €0/ I =

8.

9.

Call to Order

Certification of Notice and Quorum

Approval of the Minutes of the Annual Meeting of Stockholders held on September 15, 2006
Report of the President

Presentation and approval of the Annual Financial Statements

Approval and Ratification of the actions and proceedings taken by the Board of Directors and
Corporate Officers regarding the BPC Project.

Ratification of the actions and proceedings taken by the Board of Directors and Corporate
Officers since September 15, 2006

Approval of the amendment of the Article Il of the Articles of Incorporation (change of official
business address).

Election of the Members of the Board of Directors

10. Appointment of External Auditor
11. Other business
12. Adjournment

As fixed by the Board of Directors, stockholders of record date as of November 27, 2014 shall be
entitled to notice of, and vote at, said stockholders’ meeting and for this purpose, the Board of Directors
authorized the closing of the stock and transfer book of the Corporation from November 27 — December

19, 2014.

If you are not attending, you may submit a proxy statement to the office of the Corporate Secretary of this
Corporation at the address below not later than ten (10) days before the meeting. Corporate stockholders
are requested to attach to the proxy instrument their respective Board Resolutions in support to their

proxies.

On the day of the meeting, you or your proxy are hereby required to bring this Notice and any form of
identification with picture and signature (e.g. driver's license, SSS ID, company ID, etc.) to facilitate

registration.

ATTY.NESTOR S. ROMULO
Corporate Secretary

35th Fir. One Corporate Center Dofia Julia Vargas Avenue corner
Meralco Ave., Ortigas Center, Pasig City, Phils. 1605
Trunkline (02) 706-7888 * Fax No. (02) 706-5982
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PROXY

The undersigned stockholder of METRO ALLIANCE HOLDINGS & EQUITIES CORP. (the
AiCompanyo¢) hereby appoints _ __ .~
as attorney and proxy, with power of substitution, to present and vote all shares registered in his/her/its
name as proxy of the undersigned stockholder, at the Annual Meeting of Stockholders of the Company on
December 19, 2014 and at any of the adjournments thereof for the purpose of acting on the following
matters:

1. Approval of minutes of previous meeting held 6. Election of Uy Singson Abella & Co.
September 15, 2006. CPAs as external auditors.
AEYes ANo  AAbstain AEYes ANo  AAbstain

2. Approval of the annual financial statements.

AEYes ANo AEAbstain

3. Approval and Ratification of the actions and
proceedings taken By the Board of Directors
and Corporate Officers regarding the BPC project
AEYes AENo AEAbstain

4. Ratification of the actions and proceedings taken
by the Board of Directors and Corporate Officers
since September 15, 2006.
AYes ANo  AAbstain

5. Election of the Members of the Board of Directors
AE Vote for all nominees listed below:
Renato B. Magadia
Reno I. Magadia
Lamberto B. Mercado, Jr.
James B. Palit-Ang
Lamberto B. Mercado, Jr. PRINTED NAME OF STOCKHOLDER
Ricardo de la Torre (Independent)
Nestor S. Romulo
Rogelio D. Garcia (Independent)

A Withhold authority for all nominees
listed above SIGNATURE OF STOCKHOLDER/
AUTHORIZED SIGNATORY

A Withhold authority to vote for the
nominees listed below:

DATE

THIS PROXY SHOULD BE RECEIVED BY THE CORPORATE SECRETARY ON OR BEFORE
DECEMBER 9, 2014, THE DEADLINE FOR SUBMISSION OF PROXIES.

THIS PROXY IS NOT REQUIRED TO BE NOTARIZED, AND WHEN PROPERLY EXECUTED, WILL BE
VOTED IN THE MANNER AS DIRECTED HEREIN BY THE STOCKHOLDER(S). IF NO DIRECTION IS
MADE, THI'S PROXY WILL BE VOTED AFORO THE ELECTI ON
APPROVAL OF THE MATTERS STATED ABOVE AND FOR SUCH OTHER MATTERS AS MAY
PROPERLY COME BEFORE THE MEETING IN THE MANNER DESCRIBED IN THE INFORMATION
STATEMENT AND/OR AS RECOMMENDED BY MANAGEMENT OR THE BOARD OF DIRECTORS.

A STOCKHOLDER GIVING A PROXY HAS THE POWER TO REVOKE IT AT ANYTIME BEFORE THE
RIGHTGRANTED IS EXERCISED. A PROXY IS ALSO CONSIDERED REVOKED IF THE
STOCKHOLDER ATTENDS THE MEETING IN PERSON AND EXPRESSED HIS INTENTION TO VOTE
IN PERSON.

OF



10.

i

12.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION, 20
OF THE SECURITIES REGULATION CODE -5 4,

Check the appropriate box:
[ v ] Preliminary Information Statement
[ ] Definitive Information Statement

Name of Registrant as specified in its charter :
Metro Alliance Holdings & Equities Corp.

Philippines
Province, country or other jurisdiction of incorporation or organization

SEC ldentification Number: 296
BIR Tax Identification Code: 000-130-411

22" Floor, Citibank Tower, 8741 Paseo de Roxas, Makati City 1226
Address of principal office Postal Code

Registrant’s telephone number, including area code: (632) 706-7888
December 19, 2014, Friday, 1:00 pm, One Café and Events Place

35" Floor One Corporate Centre, Dofia Julia Vargas cor. Meralco Aves.
Ortigas Center, Pasig City

Date, time and place of the meeting of security holders

Approximate date on which the Information Statement is first to be sent or given
to security holders November 6, 2014

In case of Proxy Solicitations:

Name of Person Filing the Statement/Solicitor: Not applicable
Address and Telephone No.:  Not applicable

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4
and 8 of the RSA (information on number of shares and amount of debt is
applicable only to corporate registrants):

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

Common Class A 183,673,470
Common Class B 122,448,979
Outstanding Debt Php 984,328,922

Are any or all of registrant's securities listed in a Stock Exchange?

Yes ___x No

If yes, disclose the name of such Stock Exchange and the class of securities
listed therein:

Philippine Stock Exchange All Common Class A and Class B



PART 1.

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Item 1.

Item 2.

Date, time and place of meeting of security holders.

@) Annual Stockhol dersd Meeting wild.l be
Date: December 19, 2014
Time: 1:00 pm
Place: One Café and Events Place
35" Floor One Corporate Centre, Dofia Julia Vargas
Cor. Meralco Aves., Ortigas Center, Pasig City

Complete mailing address of the principal office of the corporation:
35" Floor One Corporate Centre, Dofia Julia Vargas
Cor. Meralco Aves., Ortigas Center, Pasig City

(b) As stated in the first page of the information statement, the approximate
date on which copies of the information statement are first to be sent or
given to security holders is on November 28, 2014.

Dissenters' Right of Appraisal

Instances of appraisal right of dissenters with respect to any matter to be acted
upon.

@) In case any amendment to the articles of incorporation has the effect of
changing or restricting the rights of any stockholders or class of shares,
or of authorizing preferences in any respect superior to those of
outstanding shares of any class, or of extending or shortening the term of
corporate existence;

(b) In case of sale, lease, exchange, transfer, mortgage, pledge or other
disposition of all or substantially all of the corporate property and assets
as provided in Section 81 of the Corporation Code; and

(© In case of merger or consolidation.

In instances wherein the stockholder has voted against a proposed corporate
action, the statutory procedures required to be followed by dissenting security
holders in order to perfect such rights are, as follows:

(@) The withdrawing stockholder shall make a written demand on the
corporation within thirty (30) days after the date that the vote was taken
for payment of the fair value of his shares. Provided, that failure to make
the demand within such period shall be deemed a waiver of the appraisal
right.

(b) The withdrawing stockholder shall submit his shares to the corporation
for notation of being a dissenting stockholder within ten (10) days from
written demand and the corporation has to pay the stockholder, upon
surrender of the corresponding certificates within 30 days after
demanding payment for his shares, the fair value thereof.



(© Failure to make the demand within thirty (30) days shall be deemed a
waiver of the appraisal right.

(d) If within a period of sixty (60 days) from the date the corporate action was
approved by the stockholders, the withdrawing stockholder and the
corporation cannot agree on the fair value of the shares, it shall be
determined and appraised by three (3) disinterested persons, one of
whom shall be named by the stockholder, another by the corporation,
and the third by the two thus chosen. The findings of the majority
appraisers shall be final, and their award shall be paid by the corporation
within thirty (30) days after such award is made.

(e) No payment shall be made to any dissenting stockholder unless the
corporation has unrestricted retained earnings in its books to cover such
payment.

) Upon payment by the corporation of the agreed or awarded price, the
stockholder shall forthwith transfer his shares to the corporation.

There are no matters or proposed corporate actions to be taken up during the
annual stockholders meeting which may give rise to a possible exercise by
security holders of their appraisal right under Section 81 of the Corporation Code
of the Philippines (Corporation Code).

Iltem 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

(@) No person who has been a director, officer, nominee for election as a
director or associate of any director, officer or nominee of the corporation
since the beginning of the last fiscal, has any substantial interest, direct or
indirect, by security holdings or otherwise, of each of the following persons
in any matter to be acted upon, other than election to office.

(b) No director of the registrant has informed the registrant in writing that he
intends to oppose any action to be taken by the corporation at the meeting.

B. CONTROL AND COMPENSATION INFORMATION

Item 4. Voting Securities and Principal Holders Thereof
(a) Class of voting shares as of October 31, 2014:

Shares No. of Vote Each
Outstanding Share is Entitled

Common Shares i Class A

Filipino 183,673,470  One (1) vote each
Foreigner T
Total 183,673,470

Common Shares i Class B
Filipino 60,675,182  One (1) vote each
Foreigner 61,773,797  One (1) vote each
Total 122,448,797

Total Outstanding Shares 306,122,267
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(b) All stockholders as of record date November 27, 2014 are entitled to notice
t h emeetimn u a |

der s 6

(c) The election of directors shall be taken up at the meeting pursuant to Section

24 of the Corporation Code. The holders of common stock (Class A and
Class B) are entitled to one vote per share, but in connection with the
cumulative voting feature applicable to the election of directors, each
stockholder is entitled to as many votes as shall equal the number of shares
held by such person at the close of business on the record date, multiplied
by the number of directors to be elected. A stockholder may cast all such
votes for a single nominee or may apportion such votes among any two or
more nominees. The shares shall be voted/cast by secret balloting and/or
raising of hands. In all matters included in the agenda, except the election of
directors, the counting of vote will be done through the regular method.

Management

(d) Security Ownership of Certain Record and Beneficial

(I'nformati on
the extent known by the persons on whose behalf the solicitation is made)

1. Security Ownership of Certain Record and Beneficial Owners

Owners and
required

by Par-

As of October 31, 2014 the Corporation knows of no one who beneficially

owns in excess of 5% of the Cogsptorati
forth in the table below.
Title of Name, address of Name of Citizenship No. of Percent
Class Record owner and Beneficial Shares
Relationship with Owner* and Held
issuer relationship with
record owner

Common Creston Global Limited | John Torres i British 56,378,388 | 18.42%
Shares i Cl/o #9 Cardinal St., St. | Authorized
Class B Dominic Subd., Bahay | signatory

Toro, Congressional

Ave, Quezon City (Designated

(1* major stockholder) | representative)
Common PCD Nominee Corp. PCD Participants Filipino 42,969,950 | 14.04%
Shares i 37F Tower 1, The and their clients
Class A Enterprise Center, (see Schedule A)
16,190,768 | 6766 Ayala Avenue

cor. Paseo De Roxas,
Class B Makati City (2™ major
26,779,182 | stockholder)
Common Chesa Holdings, Inc. Perlie Alpuerto i Filipino 40,500,000 | 13.23%
Shares i Unit 401 Joy Bldg., Corporate
Class A Brgy. Balingasa, Treasurer

Quezon City (3" major

stockholder) (Designated

representative)

Common Pacific Wide Realty & Chona Chua i Filipino 31,498,000 | 10.29%
Shares i Development Corp. Corporate
Class A Unit 401 Joy Bldg., Treasurer

Brgy. Balingasa,

Quezon City (4th major | (Designated

stockholder) representative)




Common Forum Holdings Corp. Ellen T. Balunsat Filipino 27,875,000 | 9.11%
Shares i Unit 401 Joy Bldg., Corporate
Class A Brgy. Bahngasa Treasurer
14,442,356 | Quezon City (5 major
stockholder) (Designated
Class B representative)
13,432,644
Common Misons Industrial and Renato B. Filipino 22,000,000 | 7.19%
Shares i Development Corp Magadia
Class A Unit 2002 20" Antel
2000 Corporate Center
121 Valero St.,
Salcedo Village, Makati
City (6 major
stockholder)
Common Pacific Concorde Corp. | Irene F. San Filipino 15,833,408 | 5.17%
Shares i Unit 401 Joy Bldg., Roque
Class A Brgy. Balmgasa Corporate
6,329,500 Quezon City (7 major | Treasurer
stockholder)
Class B (Designated
9,503,908 representative)
* Person designated to exercise investment power over the equity
Schedule A. Top 10 PCD Nominee as of October 31, 2014
PCD Nominee No. of Shares %
Held
Class A
1. BPI Securities Corporation 2,278,900 0.74%
2. Papa Securities Corporation 2,104,916 0.69%
3. Westlink Global Equities, Inc. 1,755,750 0.57%
4. Quality Investments & Securities Corporation 1,172,922 0.38%
5. AB Capital Securities, Inc. 887,488 0.29%
6. Maybank ATR Kim Eng Securities, Inc. 881,536 0.29%
7. Mapfre Insular Insurance Corporation-Non Life 480,000 0.16%
8. RTG & Company, Inc. 444,000 0.15%
9. SB Equities, Inc. 354,750 0.12%
10. Abacus Securities Corporation 325,395 0.11%
11. Others 5,505,111 1.80%
Class B
1. Quality Investments & Securities Corporation 8,976,929 2.93%
2. Westlink Global Securities, Inc. 1,817,867 0.59%
3. AB Capital Securities, Inc. 1,660,019 0.54%
4. Papa Securities, Inc. 1,648,103 0.54%
5. Tower Securities, Inc. 1,011,500 0.33%
6. SB Equities, Inc. 934,100 0.31%
7. Maybank ATR Kim Eng Securities, Inc. 915,875 0.30%
8. Standard Chartered Bank 750,000 0.24%
9. Abacus Securities Corporation 749,928 0.24%
10. Evergreen Stock Brokerage & Sec., Inc 725,000 0.24%
11. Others 7,589,861 2.48%
TOTAL 42,969,950 14.04%




AfANnNnex

2. Security Ownership of Management

As of October 31, 2014 the security ownership of individual directors,
executive officers and nominees of the Corporation is as follows:

Title of Class Name of Amount and Nature Citizenship %
Beneficial Owner of Beneficial
Ownership
Commoni Class A Renato B. Magadia 125,010 / Direct Filipino 0.041
Commoni Class A Reno I. Magadia 100/ Direct Filipino 0.000
Commoni Class A Nestor S. Romulo 1/ Direct Filipino 0.000
Commoni Class A James B. Palit-Ang 1/ Direct Filipino 0.000
Commoni Class A Lamberto B. Mercado, Jr. 1/ Direct Filipino 0.000
Commoni Class A Rogelio D. Garcia 1/ Direct Filipino 0.000
Commoni Class A Ricardo M. Dela Torre 1/ Direct Filipino 0.000
Total 125,115

3. Voting Trust Holders of 5% or More i There are no voting trust holders of

5% or more.

4. Changes in Control i There are no change in control of the corporation
and there is no arrangement which may result in change of control.

(e) No change in control of the corporation has occurred since the beginning of

its last fiscal year.

Item 5. Directors and Executive Officers

If action is to be taken with respect to the election of directors, furnish the
following information in tabular form, to the extent practicable.

A. Information required by Part IV, paragraphs (A), (D) (1) and (D) (3) of

Co
(&) Theinformation required by Partl V, par agraph (A) of WAAnnN
(1) Directors, including Independent Directors, and Executive Officers
a. Names, ages, citizenship, and position and office of all directors and executive
officers
Name Age Citizenship Position and Office
Renato B. Magadia 76 Filipino Chairman of the Board and
President

James B. Palit-Ang 50 Filipino Director/Treasurer

Lamberto B. Mercado, Jr. 49 Filipino Director

Rogelio D. Garcia 76 Filipino Independent Director

Reno |. Magadia 44 Filipino Director

Ricardo M. Dela Torre 72 Filipino Independent Director

Nestor S. Romulo 69 Filipino Director/Corporate Secretary
b. Term of Office as a Director
The Directors of the Corporati on ar e el ected at the annua

to hold office until the next succeeding annual meeting and until their respective
successors have been elected and qualified. Thus, the term of office of each
director is one year, until the Board of Directors at its first meeting following the



Meeting of Stockholders has elected their successors annually. Their respective
terms of office are until the corresponding meeting of the Board of Directors in
the next year or until a successor shall have been elected or shall have qualified.

c. Business experience during the past five years and other directorships

Name

Corporation

Position

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

Present:

MAHEC

MAHEC

MAHEC

Philippine Estate Corp.
Waterfront Phils., Inc.

CPDSI
FEZ and ZDI
Asia Healthcare, Inc.

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

Previous:
The Zuellig Corporation
Mabuhay Vinyl Corporation

Chairman of the Board since 1999
President since 2001

Director since 1998

Director

Chairman of the Board/Director
since 1999

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

Vice Chairman

Chairman

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

James B. Palit-Ang
Director/Treasurer
Filipino

50 years old

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

Present:

MAHEC

Noble Arch Realty &
Construction Corp.

Crisanta Realty and
Development Corp.

Philippine Estates Corporation
East Asia Oil and Mining
Companies

Previous:
DMI Construction

Director and Treasurer
Chairman and President since 2010

Chairman and President since 2008

Director since 2010
Chairman & CEO since 2005

Chief Operations Officer 2003-2004

Lamberto B. Mercado,
Jr.

Director

Filipino

49 years old

Bachelor of Laws (L.L.B.)
Ateneo de Manila
University School of Law
Lawyer i 1991

Present:

MAHEC

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

Previous:
Subic Bay Metropolitan
Authority

Director since 2003

Director, 2004

Director since 1999

Director since 1998

Vice President for Legal since
1998

Deputy Administrator for
Administration, 1997-98

Rogelio D. Garcia
Independent Director
Filipino

76 years old

Bachelor of Laws (LLB)
University of the
Philippines

1961

Present:

MAHEC

Garco Pacific Consultants
Previous:

ConyBio Philippines, Inc.

NIR Placement Center Inc.

Director since 2003
Chief Executive Officer since 1993

Chief Executive Officer, 1997-
2000
Executive Consultant, 1998-2000

1C




Reno |. Magadia

Director

Filipino

44 years old

BA, TV and Radio

Broadcasting

California State University,
Los Angeles

Mast er 6 si BDsingss ¢
Administration

Pepperdine University, Los
Angeles, California

Present:

MAHEC

Metro Combined Logistics
Solutions, Inc. ( formerly
GAC Logistics, Inc.).
Misons Industrial &
Development Corp.

Previous:

Mercator Filter Manufacturing
Corp.

Papa Securities Corp.

Director since 2006
Managing Director since Nov. 2011

Managing Director

Vice President, 1996-2003
Head Portfolio Manager, 1993-1996

Ricardo M. Dela Torre
Independent Director
Filipino

72 years old

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

Masters in Business
Management i 1970
(Asian Institute of
Management, Philippines)
Bachelor of Science in
Accounting i 1963 (Ateneo
de Naga, Philippines)
Certified Public Accountant 1
1964

Present

Metro Alliance Holdings &
Equities Corp.

Metro Combined Logistics
Solutions, Inc.

Previous
Banco de Oro

BPI T Family Bank

BPI T Family Bank

BPI Card Corporation
BPI/MS Insurance

FGU Insurance Corporation
Santiago Land

Ford Credit Philippines
Ford Credit Philippines
Filiol Corporation

Independent director (since 2005)

Consultant, Consumer Financing
(July 2003-July 2005)

Senior Vice President (1984-2002)
Director

Director

Director

Director

Director

General Manager

Sales and Distribution Manager
Corporate Planning Manager

Nestor S. Romulo
Corporate Secretary

Filipino

69 years old

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

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

Previous:
EPCIB
PCIB

Corporate Secretary since February
2004

Chairman of the Board

Chairman of the Board

Director

Partner
Consultant

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

Consultant, 1999-2000
VP and Head, Legal Services
Group, 1995-1999
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Nominees for Election as Members of the Board of Directors, including the Independent
Directors

The following are expected to be nominated to the Board of Directors of the Corporation
for the ensuring year:

(1) Renato B. Magadia (5) Lamberto B. Mercado, Jr.
(2) James B. Palit-Ang (6) Ricardo M. Dela Torrei Independent Director
(3) Reno |. Magadia (7) Rogelio D. Garcia - Independent director

(4) Nestor S. Romulo

The aforementioned nominees are all incumbent directors. All nominees in the final list
were pre-screened by the Nomination Committee and their qualification are presented
on the previous pages. The two independent directors, Mr. Ricardo M. Dela Torre and
Ms. Rogelio D. Garcia will be serving their 3 term as independent directors when
elected during the annual meeting. The Nomination Committee will recommend them to
undergo a cooling off period for two years after their last term on 2017 pursuant to SEC
Memorandum Circular No. 9 series of 2011 (Term limits of Independent Directors).

The Certifications of Independent Directors executed by the aforementioned
independent directors of the Corporation are attached hereto. (Please refer to pages 28
to 29). None of the candidates for independent directors of the Corporation are related
to Metro Alliance Holdings & Equities Corp.

A summary of the nomineesd qualifications is
Renato B. Magadia is the nominating person and he has no relationships with these
nominees.

The members of the Nomination Committee are the following:
1. Rogelio D. Garciai Chairman
2. Lamberto B. Mercado, Jr. T member
3. Nestor S. Romulo i member

(2) Significant Employees

Other than its current officers mentioned in the preceding subsection, the Corporation
has not engaged the services of any person who is expected to make significant
contribution to the business of the Corporation.

(3) Family Relationships

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

(4) Involvement in Certain Legal Proceedings

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

12



(b) The information required by PartIV,par agraph (D) (1) of HAANnnex
Certain Relationships and Related Transactions

The Group, in the normal course of business, has transactions with related parties. The
following table summarizes the transactions with related parties for the year ended
December 31, 2013 and 2012. Please refer to Note 15 of the Audited Consolidated
Financial Statements attached to this report for the broad discussions.

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

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

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

In accordance with the Deed of Assignment, it is agreed that the
outstanding liabilities of MCLSI with Gulf Agency Company Holdings (BV)

referred to in the Memorandum of Agreement dated November 30, 2011

wi || be honored and paid, should the
persons.

c. The related amounts applicabletot he Gr oupds transacti or
parties are as follows:

Amount of Transactions Outstanding
Increase (Decrease) Receivable/Payable
2013 2012 2013 2012
Asset Held For Sale
Advances to Polymax (special
purpose entity) P5,646,912 P8,022,387 P960,289,978 P954,643,066
Due from Related Parties
The Wellex Group, Inc. (B5,268,421) B7,668,421 P10,801,000 P16,069,421
Others i i 293,487 203,487

(B5,268,421) P7,668,421 P11,094,487 P16,362,908

13



Amount of Transactions Outstanding

Increase (Decrease) Receivable/Payable
2013 2012 2013 2012
Due to Related Parties
Under Common Control
Waterfront Philippines, Inc.
(WPI) P6,896,540 P6,761,314 P368,976,125 B362,079,585
Acesite (Phils.) Hotel
Corporation T T 6,239,733 6,239,733
Wellex Mining Corp. T T 225,000 225,000
Gulf Agency Company Holdings
(BV) 1,640,269 (1,541,105) 22,567,469 20,927,200
(16,692,965
The Wellex Group, Inc. T ) T T
GAC Shipping and Cargo
System (Phils.), Inc. T (158,109) T T
Stockholders i | 181,753,940 181,753,940
Others (7,651,661) 4,586,327 (4,801,026) 2,850,635

P885,148 (P7,044,538) P574,961,241 B574,076,093

Accrued Finance Charges

WPI P137,930 P135,227 P7,034,470 P6,896,540

Ownership Structure and Parent Company

(a) The information required by Part 1|V,

Metro Alliance Holdings & Equities Corp. (MAHEC), the Parent Company, wholly owns
three (3) companies: Consumer Products Distribution Services, Inc. (CPDSI), FEZ-EAC
Holdings, Inc. (FEZ-EAC) and Zuellig Distributors, Inc. (ZDI), all have ceased
operations. MAHEC owns 60% of Asia Healthcare, Inc. (AHI), the pharmaceutical arm
of the Group and also have ceased operations. Lastly, MAHEC owns 51% of Metro
Combined Logistics Solutions, Inc. (MCLI; formerly GAC Logistics, Inc.), the contract
logistics arm and the only operating subsidiary of the Group.

Resignation of Directors Due to Disagreement
There are no directors who resigned or decline to stand for re-election because of
disagreement.

Terms of Office

The Directors of MAHEC are elected at t
until the next succeeding annual meeting and until their respective successors have
been elected and qualified.

All officers, except executive officers, shall be elected by the Board of Directors at its
first meeting following their election. Every officer so elected shall be subject to removal
at any time by the Board of Directors but all officers, unless removed, shall hold office
until their successors are duly elected and qualified.

The executive officers shall hold office either by appointment of the Board of Directors
or upon contract of employment with the Corporation approved by the Board of
Directors.
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The members of the Executive Committee are the following:
1. Renato B. Magadia i Chairman
2. Lamberto B. Mercado, Jr. T member
3. Nestor S. Romulo i member

Item 6. Compensation of Directors and Executive Officers

The following table |Iists the names of the C
Annual Compensation for the two most recent years including the estimated
compensation for year 2014. As observed, there was no compensation, in any form, to

al | Directors and key officers for the previ
position resulting from the trading suspension from PSE and subsidiaries that have

ceased operations.

(a) Summary Compensation Table i Annual Compensation

Name and Principal Position Year Salary Bonus Other
compensation
1 Renato B. Magadia 2014 - - -
Chairman of the Board and President 2013 - - -
2012 - - -
2 James B. Palit-Ang 2014 - - 20,000
Treasurer 2013 - - -
2012 - - -
3 Nestor S. Romulo 2014 - - 600,000
Corporate Secretary and Legal Counsel 2013 - - 600,000
2012 - - 600,000
4  Other directors 2014 - - 40,000
2013 - - -
2012 - - -
5 All directors and Officers as a Group 2014 - - 660,000
unnamed 2013 - - 600,000
2012 - - 600,000

Note: RenatoB.Magadi a6s manage me n thimfuetiethe @ampanywgets v
back to operations and became profitable again.

The Compensation Committee prescribed only the above compensation for the
specified officers and directors for year 2014.

The members of Compensation Committee are the following:
1. Renol. Magadiai Chairman
2. James B. Palit-Ang i member
3. Rogelio D. Garcia (independent director) i member

(1) Standard Arrangement

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



(2) Other Arrangement

There are no other arrangements pursuant to which any director of the Corporation was
compensated, or is to be compensated directly or indirectly for any services provided as
a director for the last completed calendar year and ensuing year, for any service
provided as a director.

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

There is no employment contract and termination of employment and change-in-control
arrangement with the directors and executive officers.

(4) Warrants and Options Outstanding: Repricing

There are no warrants and options outstanding held by the Cor por ati onds
executive officers and all officers and directors as a group. There is no repricing made.

Iltem 7. Independent Public Accountants

(a) Valdes, Abad & Associates, CPAs (VAA), upon recommendation by the Audit
Committee of the Board of Directors composed of Mr. Ricardo M. Dela Torre
as Chairman and Mr. Renato B. Magadia and Mr. James B. Palit-Ang as
members, will be the external auditors of the Company for the year 2014.
Said firm will be recommended to the stockholders for election as the
Company 6 s p rextennal iapdiiots for the year 2014. The selection of
external auditors is made on the basis of credibility, professional reputation
and accreditation with the Securities and Exchange Commission. The
professional fees of the external auditors are approved by the Company after
the approval by the stockholders of the engagement and prior to the
commencement of each audit season.

(b) In Compliance with SRC Rule 68 paragraph 3 (b)(iv) (Rotation of External
Auditors) and as adopted by the Company, the external auditors or
engagement partners are rotated every five years or earlier. The Corporation
has engaged Ms. Cynthia Manlapig, a Sycip Gorres Velayo & Co. (SGV)
partner, for years 2002 to 2006. Ms. Ma. Milagros F. Padernal of USA&Co is
the engagement partner for years 2007-2010 and 2013. The Corporation has
engaged Ms. Felicidad A. Abad of Valdes Abad & Associates for years 2011
and 2012 and again for calendar year 2014.

(c) Representatives of the principal auditors for the current year and for the most
recently completed fiscal year are expected to be present at the annual
stockholders6é meeting. They wil!/ have t
they desire to do so and are likewise expected to be available to respond to
appropriate questions.

(d) External Audit Fees and Services

Audit and related fees of Uy Singson Abella and Company amounted to
P300,000 exculsive of 12% VAT for byear 2013 for expressing an opinion on
the financial statements and assistance in preparing the annual income tax
return.

No other service such as tax and assurance audit was provided by external
auditors to the Company for the calendar year 2013.
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(e) Changes in and Disagreement with Accountants on Accounting and
Financial Disclosure

During the cor por attifiscal gears dr wny subsecqidnt r ec e
interim period,

(1) USA&Co wh o i s t he Cuoncigaloaccauntant fold the nmst
recent fiscal year and the current year has not resigned (or indicated it
has declined to stand for re-election after the completion of the current
audit) nor was it dismissed.

(2) No new independent accountant has been engaged as either the
principal accountant to audit the registrant's financial statements or as an
independent accountant on whom the principal accountant has
expressed or is expected to express reliance in its report regarding a
significant subsidiary, notwithstanding any previous disclosure.

There is no change in the auditing firm or handling partner in the two
most recent calendar years and in the interim period. There are no
changes and disagreements with accountants on accounting and
financial disclosure.

Item 8. Compensation Plans

No action is to be taken with respect to any plan pursuant to which cash or non-
cash compensation may be paid or distributed.

There are no stock options, warrants or rights plan or any other type of
compensation plan.

Item 9. Financial and Other Information

Audited Financi al Statement s as of Dec e
Discussion and Analysis and Market Price of Shares and other data related to
t he Companybobs financi al i nformati on ar e

required under Part 1V(c) of Rule 68 are included in the Annual Report.

Item 10. Mergers, Consolidations, Acquisitions and Similar Matters

There is no action to be taken with respect to any transactions involving the
following: (1) the merger of consolidation of the Corporation into or with any
other entity; (2) the acquisition by the Corporation or any of its stockholders of
securities of another person or entity; (3) the acquisition by the Corporation of
any other going business or of the assets thereof; (4) the sale or other transfer of
all or any substantial part of the assets of the Corporation; and (5) the liquidation
or dissolution of the Corporation.

Item 11. Acquistion of Disposition of Property
There is no action to be taken with respect to any material acquisition or
disposition of any property of the Corporation.

Item 12. Restatement of Accounts

There is no action to be taken with respect to the restatement of any asset,
capital, or surplus account of the Corporation.
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D. OTHER MATTERS

Item 15. Action with Respect to Reports

(@) The Annual Report and Audited Financial Statements for the year ended

December 31, 2007 to 2013 and prior years will be presented to the
stockholders for approval by a majority vote of the stockholders. Approval of
the Annual Report and Audited Financial Statements constitutes a
ratification of the Corporationés
as contained therein.

perfo

(b) Minutes of the 2006 Annual Stockholders 6 Meet i ng hel d | ast

2006 will also be presented to the stockholders for approval by a majority
vote of the stockholders.

(b) Ratification of the Corporate Acts of the Board of Directors and Executive

(€)

Officers for the years 2007 to 2013 by a majority vote of the stockholders.
Approval by the two-thirds of the stockholders the amendment of the Article
Il of the Articles of Incorporation (change of principal office address of the
Company from 22" Floor Citibank Tower, 8741 Paseo De Roxas, Makati
City to 35" Floor One Corporate Centre, Dofia Julia Vargas cor. Meralco
Aves., Oritgas Center, Pasig City.

(d) Election of the members of the Board of Directors for the ensuring year
(e) Appoint of External Auditor by a majority vote of the stockholders.

Below is a summary of the Corporate Acts of the Board of Directors and Executive
Officers subject to ratification of the stockholders:

February 7, 2007

Authorization of Ms. Elvira A. Ting to cause the preparation and filing of the Petition
In Indirect Contempt of Court against Mirant (Philippines) Energy Corporation and its
President and/or Chief Executive Officer, and to represent the company in its
prosecution thereof before the Honorable Regional Trial Court of Bataan.

February 26, 2007

a. Authorization for the Corporation to transfer, assign and convey to Marsman-
Drysdale Foundation, Inc. the ownership of PLDT stock certificate nos. 036886;
036887; 036888 and 036889.

b. Authorization of Mr. Renato B. Magadia, Chairman and President, to endorse
the above-mentioned stock certificates and to sign, execute and deliver any
document necessary to transfer ownership thereof in the name of Marsman-
Drysdale Foundation, Inc.

c. Appointment of Mr. Renato B. Magadia, Chairman and President, as the

Corpor ati ondés proxy, with full power o
the Corporation, participate in the deliberation and vote at the Special or Annual
Stockhol derd6s Meetings of the follow

Corporation; 2) Consumer Products Distributions Services, Inc.; 3) GAC
Logistics, Inc.; 4) Asia Helathcare, Inc.; 5) FEZ-EAC Holdings, Inc.; and 6)
Zuellig Distributors, Inc.

April 20, 2007
a. Discussion by the Chairman and President, Mr. Renato B. Magadia, with the

board members of the updates of the petrochemical project, status of the
following: 1) pending court cases; 2) loans and advances; 3) investment in MVC,;
and results of operations and company updates as of December 31, 2006.

b. Deferment and rescheduling of the ann u a | st ockhol dmrasyd
business day in May to September 21, 2007 at 2:00 in the afternoon at the Top
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of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The
Corporation set August 17, 2007 as record date for purposes of determining the
shareholders entitled to receive Notice of Meeting and to vote and be elected
during said meeting.

Aut horization of the Corporation to

under such terms and conditions which deems for the best interest of the
Corporation. Authorization of Mr. Renato B. Magadia, Chairman and President,
to sign, executes and delivers all such contracts, deeds or other pertinent papers
necessary for such purposes including the issuance of necessary instrument to
accomplish the above acts.

July 30, 2007

a.

Discussion by the Chairman and President, Mr. Renato B. Magadia, with the
board members of the updates of the petrochemical project, status of the
following: 1) pending court cases; 2) loans and advances; 3) investment in MVC;
and results of operations and company updates as of June 30, 2007.
Authorization of Ms. Janice Concepcion A. Dungca to claim from PLDT all
dividends, current and in arrears, on the PLDT shares in the name of Marsman &
Company, Inc. now Metro Alliance Holdings & Equities Corp. and having the
PLDT shares in the Marsman & Company transferred in the name of Metro
Alliance Holdings & Equities Corp. and to sign such documents, and other such
papers necessary thereto.

August 16, 2007

a.

Authorization of Atty. Lamberto B. Mercado, Jr. to sign such documents,
affidavits, verification, certification and other such papers necessary and in
relation to the case filed by the Corporation which is a Petition for Review on
Certiorari under Rule 45 against the Philipine Trust Company.

Deferment and rescheduling of the annu al stockhol ders
previously set to be on September 21, 2007 to November 9, 2007 at 2:00 in the
afternoon at the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De
Roxas, Makati City. The Corporation set the record date from August 17, 2007 to
October 5, 2007 for purposes of determining the shareholders entitled to receive
Notice of Meeting and to vote and be elected during said meeting.

September 27, 2007

Postponement of annual stockh ol der s 6 meeting from
December 14, 2007; and change of record date from October 5, 2007 to November
9, 2007.

November 8, 2007

Postponement of annual stockholders meeting from December 14, 2007 to
January 18, 2008; and change of record date from November 9, 2007 to
December 14, 2007.

December 13, 2007

a.

Postponement of annual stockholders meeting from January 18, 2008 to
February 29, 2008; and change of record date from December 14, 2007
to January 31, 2008;

Approval and authorization for issuance of the Audited Financial
Statements for the year ended December 31, 2006.Authorization of Ms.
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Janice A. Dungca to sign and execute all related documents related to
the said financial statements.

January 25, 2008

a. Deferment and rescheduling of the annual stockhol der
business day in February 28 to May 30, 2008 at 2:00 in the afternoon at the Top
of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The
Corporation set April 28, 2008 as record date for purposes of determining the
shareholders entitled to receive Notice of Meeting and to vote and be elected
during said meeting.

March 17, 2008

a. Authorization for Renato B. Magadia or Kenneth T. Gatchalian or Elvira A. Ting
or Rogelio D. Garcia or Lamberto B. Mercado Jr. to file case against Banco de
Oro(formerly Equitable PCIBank) and verify complaint and certify non-forum
shopping

b. Authorization for Corporate Counsels, Phils. Law Offices or any other lawyers
belonging to Corporate Counsels, Phils. Law offices, as its attorney-in-fact or
representative of the Corporation to file the case, to sign such papers necessary
and in relation to the case to be filed by the Corporation against Banco de
Oro(formerly Equitable PCIBank).

c. Authorize A.Tan , Zoleta and Associates Law Firm and/or any of its associates
Attys. Alex Y. Tan, Tristram B. Zoleta, Elvib P. Grana and Roberto S. Federis to
represent the Corporation in civil action against Philippine Trust Company.

d. Authorization for Mr. Renato B. Magadia as the Corporation 6 s pr oxy, to r
the corporation, participate in deliberation and vote at the Special or Annual
St ock hol der df the fMleweny subsuliaries/affiliates: 1) Mabuhay Vinyl
Corporation; 2) Consumer Products Distribution Services,Inc.; 3) GAC Logistics,
Inc.; 4) Asia Healthcare, Inc.; 5) FEZ-EAC Holdings, Inc. and Zuellig Distributors,
Inc.

e. Authorization for Janice A. Dungca to pre-terminate on of behalf of the
Corporation the promissory notes that the Corporation previously issued in favor
of Waterfront Philippines,Inc. and to sign and issue new promissory notes with
7% interest in favor of Waterfront Philippines,Inc.

April 07, 2008
a. Authorization of James Palit-Ang as attorney-in-fact for the Corporation to file a

complaint for Nullity of Notice of Extra-judicial Sale, Reformation of Contract,
Accounting, etc. with prayer for the Issuance of a Temporary Restraining Order
and/or Preliminary Injunction before the proper Regional Trial Court against
Philippine Trust Company.

April 25, 2008
a. Deferme n't and reschedul ing of the annual s

business day in September 26, 2008 at 2:00 in the afternoon at the Top of the
Citi, 34" Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The
Corporation set August 15, 2008 as record date for purposes of determining the
shareholders entitled to receive Notice of Meeting and to vote and be elected
during said meeting.

July 14, 2008
a. Authorization for Elvira A. Ting or Kenneth T. Gatchalian or Roger D. Garcia or

Lamberto B. Mercado Jr. or James A. Palit-Ang, as attorney-in-fact for the
Corporation to file a complaint for declaration of Nullity of Promissory Note,
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Il ncrease in I nterest Rat e, Penal ti es, Ser
and Damages with prayer for the issuance of Temporary Restraining
Order(TRO) and/or Writ of Preliminary Injunction (WPI) against the Philippine

Veterans Bank, etc.

b. Authorization for Mr . Renato B. Magadi a
power of substitution and revocation, to represent the corporation, at the Special
or Annual Stockhol dersdéd Meeting of the Wa

August 14, 2008

a. Appointment of KPMG Manabat Sanagustin & Co as external auditor of the
Corporation for the ended December 31,2007 and the engagement of Mr. Jose
T. Valencia, KPMG Manabat Sanagustin & Co., partner for the examination of
the company6s financi al statement s.

b. Def er ment and rescheduling of the annua
business day in September 26, 2008 to December 5, 2008 at 2:00 in the
afternoon at the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De
Roxas, Makati City. The Corporation set October 31, 2008 as record date for
purposes of determining the shareholders entitled to receive Notice of Meeting
and to vote and be elected during said meeting.

October 31, 2008

a. Def er ment and reschedul ing of the annual
business day in December 5, 2008 to March 27, 2009 at 2:00 in the afternoon at
the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati
City. The Corporation set February 27, 2009 as record date for purposes of
determining the shareholders entitled to receive Notice of Meeting and to vote
and be elected during said meeting.

December_ 19, 2008

a. Resolution on the stand of the Corporation regarding the 60% interests of
Polymax in NPC Alliance Corporation as fia

b. Designation of Mr. Renato B. Magadia as Corporate representative of the
Corporation to Valley Golf and Country Club.

February 26, 2009

a. Deferment and reschedul i ng of the annual stockhol
business day in March 27 to June 26, 2009 at 2:00 in the afternoon at the Top of
the Citi, 34" Floor Citibbank Tower, 8741 Paseo De Roxas, Makati City. The
Corporation set May 22, 2009 as record date for purposes of determining the
shareholders entitled to receive Notice of Meeting and to vote and be elected
during said meeting.

b. Authorization to Officers of the Corporation to transact business with BDO Stock
Transfer Agency in the regular course of business and to sign and execute all
the necessary documents required thereto.

c. Authorization for Mr. Renato B. Magadia or Atty. Nestor S. Romulo as the
Corporationds proxy to represent the Corop
vote at the Specialor Annual St ockhol der 6s Meeting of st

April 28, 2009
a. Def er ment and reschedul ing of the annual

business day in June 26, 2009 to September 30, 2009 at 2:00 in the afternoon at
the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati
City. The Corporation set August 15, 2009 as record date for purposes of
determining the shareholders entitled to receive Notice of Meeting and to vote
and be elected during said meeting.
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b. Discussion by the Chairman and President, Mr. Renato B. Magadia, with the
board members of the updates of the petrochemical project, status of the
following: 1) pending court cases; 2) loans and advances; 3) investment in MVC;
4) sec and pse compliance; 5) bir cases and assessments

c. Opening of CM Payroll facility with United Coconut Planters Bank (UCPB) i
Main Branch, under such terms and conditions as may be beneficial to the
corporation.

July 13, 2009
Authorization of Renato B. Magadia and/or Atty. Nestor S. Romulo to prepare and

file the appeal from the order of revocation of registration and permit to sell
securities dated June 25, 2009 with the SEC.

August 14, 2009

Deferment and rescheduling of the annual

day in September 30, 2009 to December 4, 2009 at 2:00 in the afternoon at the Top
of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The
Corporation set October 23, 2009 as record date for purposes of determining the
shareholders entitled to receive Notice of Meeting and to vote and be elected during
said meeting.

August 28, 2009

a. Authorization for the Corporation to approve the Revised Listing Agreement
which the Philippine Stock Exchange, Inc. has provided and to designate Mr.
Renato B. Magadia as authorized signatory to sign and execute with the
Philippine Stock Exchange, Inc. the said Revised Listing Agreement.

b. Authorization for the Corporation to file with the Regional Trial Court of Makati
City a complaint against Banco de Oro Unibank for specific performance,
declaration of Nullity of application of payments and damages.

c. Designation of Mr. Renat o B. Magadi a
Valley Golf & Country Club, Inc. in lieu of Michael Leo T. Luna.

September 14, 2009

Authorization for Elvira A. Ting and James Palit-Ang and/or any of their
representative and/or designee to testify and appear for and represent Metro
Alliance Holdings & Equities Corp. in the filing of petition for review on Certiorari by
wellex Industries Incorporated, et al., vs. Philippine Veterans Bank, et al.

October 22, 2009

as

St

C

a. Defer ment and reschedul ing of the annual

business day in December 4, 2009 to June 10, 2009 at 2:00 in the afternoon at
the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati
City. The Corporation set April 23, 2010 as record date for purposes of
determining the shareholders entitled to receive Notice of Meeting and to vote
and be elected during said meeting.

October 27, 2009

a. Nomination and Election of Reno |I. Magadia as Director of the Corporation and
al so as me mber of t he Corporation
Committee and Nomination Committee.

b. Discussion by the Chairman and President, Mr. Renato B. Magadia, with the
board members of the updates of the petrochemical project, status of the
following: 1) operations and company updates; 2) pending court cases; 3) loans
and advances; 4) investment in MVC; 5) 2007 and 2008 Financial Statements
audit; 6) Sec and PSE compliances; 7) BIR cases and Assessments.
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January 2, 2010

Authorization for James B. Palit-Ang to represent the corporation in the filing of its
Petition for Review on Certiorari against Philtrust Bank before the Honorable
Supreme Court.

March 1, 2010

a. Nomination and Election of New Directors in view of the vacancies created by
the resignation of directors Elvira A. Ting and Kenneth T. Gatchalian on October
27,20009.

b. Discussion by the Chairman and President, Mr. Renato B. Magadia, with the
board members of the updates of the petrochemical project, status of the
following: 1) operations and company updates ; 2) pending court cases; 3) loans
and advances; 3) sec and pse compliance; 4) bir cases and assessments.

April 12, 2010
a. Def er ment and rescheduling of the annual

business day in June 4, 2010 to October 29, 2010 at 2:00 in the afternoon at the
Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City.
The Corporation set September 17, 2010 as record date for purposes of
determining the shareholders entitled to receive Notice of Meeting and to vote
and be elected during said meeting.

b. Resignation of Ms. Janice Concepcion A. Dungca as VP- Internal Audit and
Compliance, and Compliance Officer effective April 16, 2010.

c. Appointment of Ms. Imelda S. Reyes as the acting Compliance officer.

April 15, 2010
Authorization to issue shares of the Corporation in the form of Uncertificated

Securities and to enter into Agreement with Pastra.Net.

September 14, 2010

Deferment and rescheduling of the annual stockhold er s 6 meet i ng f
day in October 29, 2010 to March 4, 2011 at 2:00 in the afternoon at the Top of the
Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The Corporation
set February 21, 2010 as record date for purposes of determining the shareholders
entitled to receive Notice of Meeting and to vote and be elected during said meeting.

December 23, 2010
Authorization of Atty. Nestor S. Romulo to file petition for review with the Supreme
Court in the case of Marsman & Company, Inc. vs. Rodil Sta. Rita.

January 27, 2011

a. Defer ment and reschedul ing of t he
business day in March 4, 2011 to October 28, 2011 at 2:00 in the afternoon at
the Top of the Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati
City. The Corporation set September 25, 2011 as record date for purposes of
determining the shareholders entitled to receive Notice of Meeting and to vote
and be elected during said meeting.

b. Authorization of Ms. Imelda S. Reyes to represent the Corporation at the
Metropolitan Club, Inc. to participate in deliberation and vote at the regular
meeting or speci al member 6s meeting.

c. Authorization for the Corporation to trade in Securities with any licensed and
registered Stock Brokerage houses.
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April 14, 2011
Authorization for Ms.Elvira A. Ting and/or Mr. James A. Palit-Ang to represent the

Corporation to file the Petition for review with the Supreme Court in the case of CA-
G.R. Sp.N0.1106000, entitled Metro Alliance Holdings & Equities Corporation vs.
Hon.Dina Pestano Teves, in her capacity as presiding Judge, Regional Trial Court,
branch 142 et.al.

May 17, 2011
Authorization for Mr. Lamberto B. Mercado Jr., to represent the Corporation to

guestion before the Court of appeals and/or the Supreme Court, the orders dated 03
June 2010 and 25 March 2011 of the RTC of Makati City in Civil Case N0.09-972.

September 23, 2011

Deferment and rescheduling of the annual st
day in October 28, 2011 to May 25, 2012 at 2:00 in the afternoon at the Top of the

Citi, 34" Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The Corporation

set April 20, 2012 as record date for purposes of determining the shareholders

entitled to receive Notice of Meeting and to vote and be elected during said meeting.

November 18, 2011
Authorization for Mr. James A. Palit-Ang to represent the Corporation in the case
against Philippine Veterans Bank.

February 23, 2012

Authorization for James Palit-Ang as t he Co ripfact ia tCivilocase s At t
no.BCV-2011-175, entitled Metro Alliance Holdings, et.,al. V. Philippine Veterans

Bank.

April 18, 2012
Deferment and rescheduling of the annual st

day in May 25, 2012 to November 23, 2012 at 2:00 in the afternoon at the Top of the
Citi, 34™ Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The Corporation
set October 22, 2012 as record date for purposes of determining the shareholders
entitled to receive Notice of Meeting and to vote and be elected during said meeting.

May 22, 2012
Authorization for Mr. Renato B. Magadia to represent the Corporation in SCA

No.TG-05-2519 entitled Metro Alliance Holdings & Equities Corporation and
Philippine Estates Corporation versus Philippine Trust Company (PHILTRUST
BANK).

June 14, 2012

a. Authorization for Misons Industrial & Development Corp., to buy/acquire the
Corporationds i ndebtedness of P3,313, 997.
the corresponding collateral consisting of 29,944,263 shares of stock of
Mabuhay Vinyl Corporation.

b. Authorization to honor contracts, obligations and agreements of GAC Logistics

with Johnson and Johnson (PHILIPPINES), Inc.

July 03, 2012
Authorization for the Corporation to withdraw petition for Centiorari filed with the

Court of Appeals.

24



October 22, 2012

Deferment and rescheduling of the annual

day in November 23, 2012 to May 23, 2013 at 2:00 in the afternoon at the Top of the
Citi, 34" Floor Citibank Tower, 8741 Paseo De Roxas, Makati City. The Corporation
set April 26, 2013 as record date for purposes of determining the shareholders
entitled to receive Notice of Meeting and to vote and be elected during said meeting.

January 23, 2013

Authorization of Atty. Ramon F. Aviado, Jr. and/or Andres S. Fidelino as counsels
for the corporation, and authorize,
represent the company in Civil Case Number 08-555 entitled METRO ALLIANCE
HOLDINGS & EQUITIES CORPORATION, POLYMAX WORLDWIDE LTD.,
WELLEX INDUSTRIES, INC. versus PHILIPPINE VETERANS BANK. ET AL.,
Brance 142, Regional Trial Court of Makati City.

April 12,2013

Authorizationof Pet er S. Salud as the corporati

proceeding in CA-G.R. SP NO. 127699 entitled Philippine Veterans Bank vs. Hon.
Matias M. Garcia Il, Metro Alliance Holding and Equities Corp. et. Al.

July 26, 2013
a. Authorization of the Corporation to enter into a compromise agreement with NPC

International Ltd. (NPCI), and Petrochemical Indistries Investment Co. (PIIC),
NPC Alliance Corporation (NPCA)

b. Authorization of James B. Palit-Ang as representative of the company for the
Judicial Dispute Resolution in Case Nos. No. 05-555 and 38-V-10 entitled Metro
Alliance Holdings, et. Al. versus Philippine Veterans Bank, et. al.

October 21, 2013

Deferment and rescheduling of the annual

day in November 22, 2013 to May 30, 2014 at 2:00 in the afternoon at ONE CAFE,
6" Floor One Corporate Center, Julia Vargas Ave., cor Meralco Ave., Ortigas
Center, Pasig City. The Corporation set April 28, 2014 as record date for purposes
of determining the shareholders entitled to receive Notice of Meeting and to vote and
be elected during said meeting.

Iltem 17. Amendment of Charter, By-Laws or Other Documents

Subject to ratification of the stockholders owning at least two-thirds (2/3) of the
outstanding capital stock during the annual meeting, the Corporation will amend its
articles of incorporation to change its principal office address from 22" Floor
Citibank Tower, 8741 Paseo De Roxas, Makati City to 35" Floor One Corporate
Centre, Dofia Julia Vargas corner Meralco Avenues, Ortigas Center, Pasig City.

Item 19. Voting Procedures

(@) An affirmative vote by the stockholders owning at least a majority of the
outstanding capital stock shall be sufficient for the approval of 1) Minutes of the
Previous Stockhol der sé Meeting 2)
Corporate Acts of the Board of Directors and Officers of the corporation as
reflected in the minutes 4) Appointment of External Auditor.

(b) An affirmative vote by the stockholders owning at least two-thirds of the
outstanding capital stock shall be sufficient to approve the amendment of the
Article 11l of the Articles of Incorporation (change of principal office address.)
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(c) The holders of a majority interest of all outstanding stocks of the Corporation
entitled to vote at the meeting present in person or by proxy, shall constitute a
quorum for the transaction of business.

(d) The holders of common stock are entitled to one vote per share, but in
connection with the cumulative voting feature applicable to the election of
directors, each stockholder is entitled to as many votes as shall equal the
number of shares held by such person at the close of business on the record
date, multiplied by the number of directors to be elected. A stockholder may
cast all of such votes for a single nominee or may apportion such votes among
any two or more nominees. The shares shall be voted/cast by secret balloting
and/or raising of hands. In all matters included in the agenda, except the
election of directors, stockholders are entitled to one vote per share. For the
election of directors, the counting will be cumulative. The counting of votes will
be done by the Corporate Secretary with the assistance of the representatives
of the Cor por antauditord, 4Jy Singsbre Abella & and Co. and
Stock Transfer Agent, BDO Unibank, Inc. All votes attaching to the shares
owned by stockholders whose proxies were received by the Corporation will be
cast in accordance with the instructions given or authority granted under the
proxies.

PART II.

INFORMATION REQUIRED IN A PROXY FORM
(This form shall be prepared in accordance with paragraph (5) of SRC Rule 20)

NOT APPLICABLE
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PART III.

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, | certify that the
information set forth in this report is true, complete and correct. This report is signed in the
City of Makati on November 18, 2014.

METRO ALLIANCE HOLDINGS & EQUITIES CORP.

/e

ATTY NESTOR S ROMUI O
Corporate Secretary

By:

Upon the written request of the stockholder, the Corporation undertakes to furnish
said stockholder a copy of the SEC Form 17-A free of charge, except for exhibits
attached thereto which shall be charged at cost. Any written request for a copy of
the SEC Form 17-A shall be addressed as follows:

Atty. Nestor S. Romulo

Corporate Secretary

Metro Alliance Holdings & Equities Corp.
35" Floor One Corporate Centre,

Dofa Julia Vargas cor. Meralco Ave.,
Ortigas Center, Pasig City
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CERTIFICATE OF INDEPENDENT DIRECTORS

|, _RICARDO M. DELA TORRE |, Filipino, of legal age and resident of _20 JASMIN ST., VALLE VERDE 2
PASIG CITY , after having been duly sworn in accordance with law do hereby declare that:

1.l am an Independent Director of METRO ALLIANCE HOLDINGS & EQUITIES CORP.
2. | am ffiliated with the following companies or organizations:

Company Position Period of Service

Metro Combined Logistics _ Inc. Director March 2012 - present

3. | possess all the qualifications and none of the disqualifications to serve as an Independent Director of
METRO ALLIANCE HOLDINGS & EQUITIES CORP., as provided for in Section 38 of the Securities
Regulation Code and its implementing Rules and Regulations.

4. | shall faithfully and diligently comply with my duties and responsibilities as an independent director
under the Securities Regulation Code.

5. | shall inform the corporate secretary of METRO ALLIANCE HOLDINGS & EQUITIES CORP. of any
changes in the above mentioned information within five days from its occurrence.

Done this _23rd of October ,2014 at __ Pasig City .

|

é RICARDO M. DELA TO
Affiant

LUELIN Sdd )
SUBSCRIBED AND SWORN TO befoﬁgqye tll sB zm‘ at , affiant exhibiting his Community

Tax no._27949477 at Pasig City, Metro Manila on _January 8, 2014 .

;ﬁ s <2
¢/ TY. Tff:?‘.ﬂ‘f;%iz.
Doc. No. _/’ NOTARY PUBLIC

Page No. AN MATTER 2 NP.OG1.2014-
Book No. d ; 1238301.02 /01-07-14 Q

Series of )@7

Until Dacember 31, 2014

LT SELRY B 5L
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|, ROGELIO D. GARCIA, Filipino, of legal age and resident of Unit 91 Goldloop Towers, JM Escriva Drive,

CERTIFICATE OF INDEPENDENT DIRECTOR

Ortigas Center, Pasig City, after having been duly sworn in accordance with law do hereby declare that:

1. I'am NOMINEE for Independent Director of METRO ALLIANCE HOLDINGS & EQUITIES CORP.
2. | am affiliated with the following companies or organizations:

Company Position Period of Service
Wellex Industries, Inc. Chairman of the Board Since 2005
Forum Pacific, Inc. Chairman of the Board Since October 3, 2014
Director Since 2004

3. | possess all the qualifications and none of the disqualifications to serve as an Independent Director of
METRO ALLIANCE HOLDINGS & EQUITIES CORP., as provided for in Section 38 of the Securities
Regulation Code and its implementing Rules and Regulations.

4. |Ishall faithfully and diligently comply with my duties and responsibilities as an independent director

under the Securities Regulation Code.

5. Ishallinform the corporate secretary of METRO ALLIANCE HOLDINGS & EQUITIES CORP. of any

changes in the above mentioned information within five days from its occurrence.

Done this ____ of , 2014 at

GELIO D. GARCIA

Ve

NOV 18 2m

SUBSCRIBED AND SWORN TO before me this at

Tax no.108-672-299

at Makati City, Metro Manila on

Doc. No.
Page No.
Book No.
Series of

Affiant

, affiant exhibiting his Community

. % O
\TTY. TOMASF. ZLeAY ().
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Republic of the Philippines
: ) S.S.

]

CERTIFICATION

I, NESTOR S. ROMULO, Filipino, of legal age, with office address at Unit 202 20" FIr. Antel
2000 Corporate Center, 121 Valero St., Salcedo Village, Makati City, after having been duly
sworn in accordance with law do hereby declare that:

1. 1 am the Corporate Secretary of METRO ALLIANCE HOLDINGS & EQUITIES
CORP. (the ‘Company”), a corporation organized and existing under Philippine law,
with principal office address at 22™ Citibank Tower, 8741 Paseo De Roxas, Makati
City;

2. Allincumbent directors and officers of the Company are not connected with any
government agency or its instrumentalities.

NESTOR S. ROMULO
Corporate Secretary

SUBSCRIBED AND SWORN to before me this of 2014, in
e , affiant exhibiting to me her Tax Identification No. 107-200-723-000 issued
by the Bureau of Internal Revenue.

o ‘!
Doc. No. ‘ (7 P - ; .‘v 2 ijf
Page No. %2 :

Book No. __ 2 ﬁ ;4 :
Series of 2014.
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METRO ALLIANCE HOLDINGS & EQUITIES CORP.
MANAGEMENT REPORT
AS REQUIRED BY SRC RULE 20
INCLUDING FINANCIAL INFORMATION FOR 3%° QUARTER OF 2014

NATURE AND SCOPE OF BUSINESS

Metro Alliance Holdings & Equities Corp. (MAHEC or the Company) is a holding company

with investments in various subsidiaries. The Company and its subsidiaries (collectively
referred to as Aithe Group) are involved in th
logistics. In 2007, the Compa n g ilterest in certain subsidiaries previously engaged in the

importation and distribution of polypropylene resin and pharmacy management has cease

operations.

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

The registered address of the Company is at 22™ Citibank Tower, 8741 Paseo De Roxas,
Makati City.

Status of Operation

The Company and Polymax Worldwide Limited (Polymax), its special purpose entity

incorporated in British Virgin Island entered into a series of acquisition transactions (see

details below) to acquire ownership of the petrochemical plant of NPC Alliance Corp.

(NPCA), which resulted in a 2006 disputed saleof Poly max 6s 60% i nterest in |
International Limited (NPCI) and Petrochemical Industries Investment Company (PIIC).
Subsequently on August 27, 2013 the Company and Polymax entered into a settlement

agreement with NPCI, PIl and NPC to resolve the dispute. On the basis of the settlement

agreement, the previously issued 2006 consolidated financial statements of the Company

and its subsidiaries were restated tointhefl ect
petrochemical plant.

The remaining 40% of Poly max 6s i nterest which is valued at P
recoverable amount from the sale of investment.
to Polymax (an unconsolidateds peci all purpose entity in 2007) ar

past due liabilities for which the Company is jointly and severally liable, depends on whether
sufficient cash flows can be generated from Pol
sale, and from a letter of comfort issued by the Wellex Group of Companies in favor of the

Company. The consolidated financial statements do not include any adjustments that might

result from the outcome of these uncertainties.

The Groupds | ast audited consolidated financi e
December 31, 2006. Due to uncertainties surrounding the acquisition transactions of the

Bataan petrochemical plant, as discussed on succeeding paragraphs, the scope of the 2007-

2013 audit was completed by the independent auditors and the reports were approved by

the Board of Directors on October 10, 2014.
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Acquisition Transactions

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

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

To partially finance the Companyb6s advances r
Company obtained short-term loans from local banks (see Note 9). With the delay in the
completion of the activities and the conditions required for the Petrochemical Project, the

Company was unable to pay the bank loans on maturity dates. As of December 31, 2006,

the amounts payable to the banks totaled B866.7 million, consisting of the outstanding

principal balance of P378.3 million and finance charges of P488.4 million. In 2007 these past

due liabilities were transferred to and applied against the advances made to Polymax.

Pursuant to the Companyds plan of oaexgresing i ng
creditor rights, the Company, on April 16, 2004, entered into a Share Purchase Agreement

(SPA) with BPC, Tybalt Investment Limited (TIL), BP Holdings International B.V. (BPHI) and
Petronas Philippines, Inc. (PPI) with TIL as the purchase of the 83% interest of the foreign
shareholders of BPC. As agreed by the parties, the SPA is to take effect as of March 31,

2004, subject to closing conditions, as defined in the SPA, which the parties have to comply

with within a period of 60 days or later if the conditions are not met.

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

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

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

On November 15, 2005, BPC and Polymax executed a Deed of Assignment whereby BPC
transferred and conveyed to Polymax al/l i ts
shares of common stock, with a total value of US$85 million, in exchange for the discharge

of a portion of BPCOs secured debt, ,uphotleeh was
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extent of the value of the shares transferred. Polymax retired the said shares 10 days from
the date the Deed of Assignment.

On December 16, 2005, Polymax, NPCI, Petrochemical Industries Investment Company

(PIIC) and the Company entered into an amended SPA whereby NPCI and PIIC will
purchase 40% and 20% of NPCAO6s shares of common
addition to the conditions set forth in the original SPA, the amended SPA also involves

advances to be provided by NPCI amounting to US$15 million representing an advance

payment which may be used to fund the bona fide third party costs of NPCA or BPC for the
recommissioning, operation and maintenance of the petrochemical plant or such other third

party cost or expenses, taxes or duties as agreed between Polymax and NPCI.

On the same date, the Company, NPCI and PIIC entered into a Guaranteed and Indemnity

agreement whereby the Company irrevocably and unconditionally guaranteed the prompt
performance and observance by Polymax and the payment on demand by Polymax of all

moneys, obligations and liabilities which are now or at any time after the execution of the

agreement become due from or owning or incurred by Polymax under or in connection with

any of t he SPA and greement. Thh @ampamyoadlsd guarantieed Ahat it

shall be | iable for Polymaxds obligations, as
obligations are no longer recoverable from Polymax.

On March 18, 2006, Polymax, NPCI, PIIC and the Company entered into an Agreement of

Variation (March 2006 Variation Agreement) to vary and amend the terms of the Amended

and Restated Share Purchase Agreement (ARSPA)
entered on December 16, 2005. Under the March 2006 Variation Agreement, completion of

the conditions and conditions subsequent set forth in the ARSPA was extended to April 30,

2006. Moreover, additional conditions that Polymax needs to satisfy prior to completion

were agreed upon.

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

On September 11, 2006, Polymax, NPCI, PIIC, the Company and NPCA entered into

another Agreement of Variation (September 2006 Variation Agreement) to further vary and

amend the terms of the ARSPA and the Sharehol de
and varied by the March 2006 Variation Agreement). Polymax, in accordance with its

obligations under the ARSPA, had notified NPCI and PIIC that it is aware that certain

conditions will not be fulfilled by April 30, 2006. As a result, the parties agreed to transfer to

PIIC the 9,545,000 NPCA shares of common stock prior to completion, while certain

conditions will become conditions subsequent to be completed on December 31, 2006.

On September 20, 2006, Polymax and PIIC executed a Deed of Absolute Sale whereby
Polymax sold, transferred and conveyed to PIIC all the rights, title and interest in 9,545,000
NPCA shares of common stock, equivalent to 20% ownership interest, for a consideration of
P954.5 million.

On December 31, 2006, the ARSPA Variation Agreement expired with the conditions

subsequent remaining unsettled. Nevertheless NPCI and PCIl took control of the
petrochemical plant resulting in a dispute with the Company and Polymax, which considered

the sale of Polymaxés 40% and plan0téoNPClnahdePCleast i n t |
null and void.
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On August 21, 2007, the petrochemical plant started commercial operations under NPCI and
PIIC.

Subsequently on August 27, 2013, the Company ancd
a settlement agreement with NP C1 PI'ITC and NPC (ACI ai mant so)
arising from the uncompleted acquisition transactions described above.

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

By letter dated November 22, 2013, the Tribunal agreed to make the order requested and

said that it would fix the cost of the arbitrat
the Partiesd6 own | egal costs and expvasrseeking, t he |
an order that another party should contribute to its legal cost.

The Claimants requested time to seek instructions from their clients in response to the
Tribunal 6s enquiry. On October 2, 2014, the CI
Orders in each arbitration recording withdrawal of the Proceedings by agreement of the
Parties, and fixing costs and returning the Claimants deposit against costs, following the
deduction of any outstanding sums owing to the Tribunal. It is apparent from this letter as
well as the response of the Respondent that none of the Parties are seeking an order in

respect of their own cost.

It is also apparent from the Partiesd submissio
arbitration should be terminated and that the Tribunal should fix the costs of the arbitration.

Further, as only the Claimants have made deposits towards those costs, it is appropriate

that, after deducting from those deposits the cost of the arbitration as fixed by this Order, the

balance held by the London Court of International Arbitration (LCIA) should be returned to

the Claimants.

Subsidiaries

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

MCLSI is 51% owned by MAHEC, by virtue of a joint venture agreement with Gulf Agency

Company (GAC) which owns the other 49%. MCLSI was registered with the Securities and

Exchange Commission on September 30, 1998. MCLSI is primarily engaged in carrying on

all or part of the business of contract logistics and supply chain management services,

including third party warehousing and distribution, consultancy and project management and

value added services to customers throughout the Philippines. MCLSI6 s busi ness i s s
growing with the entry of new principals and additional businesses from its existing

principals.

Mabuhay Vinyl Corporation (MVC)

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

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

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

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

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

MANAGEMENTO6S DI SCLASISLUYSISIORAALAN OF OPERATIONS

A copy of the Audited Consolidated Financial Statements as of December 31, 2013, and the
Unaudited 3rd Quarter 2014 Financial Statements are herein attached.

a. Plan of Operation

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

The Group still holds 40% interest in the petrochemical plant as of December 31, 2013. The
Board will discuss on their succeeding meetings on how best to proceed on this investment.
The Board will outline business target projects including possible investment in mining
industry. MAHECO sremaining operating subsidiary, MCLSI, is steadily growing with
additional businesses from its existing principals.

Projected Plan for the next 12 months:

a) The Group will still outline its business target projects, including of which, is possible
investment in mining industry. The Group has three options to infuse capital to
finance its project: a) increasing the authorized capital stock to Php3.0 billion thereby
requiring new subscription of Php456 million shares of both classes by way of fresh

35

t

he



cash by the company; b) offer rights issue at Phpl per share to fully subscribe the
remaining 893,879,511 shares thus raise Php893,879,511; and entry of new investor
by way of capital infusion amounting to P893,879,511 thus diluting the existing
shareholders by 75%. This option will result to a new book value per share (Php 0.84
per share), the best option to meet the capital build up.

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

c) The Group will make purchases of equipment and machineries in the future if needed

especially when investment in mining industry will materialize.

b. Manage ment 6 s Di scussion and Anal ysis

Full calendar years

The following table shows the consolidated financial highlights of the Group for the years
ended December 31, 2013, 2012 and 2011:

Balance Sheet As of December 31 (11
2013 2012 2011
Current assets 1,071,686 1,055,155 1,032,797
Noncurrent assets 12,613 16,311 58,411
Total Assets 1,084,299 1,071,466 1,091,208
Current liabilities 978,757 964,164 972,795
Noncurrent liabilities 5,571 6,286 5,543
Total Liabilities 984,329 970,540 978,339
Stockhol derds Equity 99,970 101,016 112,869
Tot al Liabilities and 1,084,299 1,071,466 1,091,208
Income Statement As of December 31 (11
2013 2012 2011
Sales and services P 123,507 P 98,062 P 145,377
Cost of sales and services ( 103,411) ( 72,591) (118,849
Gross profit 20,097 25471 26,528
Expenses ( 23,270) ( 21,479) ( 47,079)
Net Income (Loss) Before Tax ( 3,173) 3,992 ( 20,551)
Income Tax i Current ( 2,985) ( 523) ( 592)
Deferred 2,186 ( 1,995) 1,504
Net Income (Loss) After Tax ( 3,972) 1,474 ( 19,639)
Earnings (Loss) Per Share (P 0.013) P 0.005 (P 0.064)

The Group, having resolved its disputes with the foreign parties involved in the Bataan
petrochemical project, will commence to explore business opportunities. As of report date,

bi ggest

cont r i b ueveaue is itsdogistitiaem, KBCLSIwped & steadily growing

for the past several years after. The Group will reorganize its operations; evaluate its
remaining assets; review all pending legal cases; and settle and resolve its outstanding
issues with other regulatory government bodies. The Group assures the public that it will
focus on traditionally stable industries or sunrise sectors in order to maintain strong and
healthy cash flows, and at the same time, aspiring for maximized potential earnings.
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a)

Key Performance Indicators

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

Metro Alliance

Metro Al |l i anc e 0 sdidateryinclpde thé followmg:nc e i n

1. Netincome

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

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

4. Debt to total asset ratio 1 the proportion to total assets financed by creditors.
(total debt / total assets)

5. Debt to Equity ratio i an indicator of which group has the greater representation in

the assets of the company
(total debt / equity)

Comparativeanal ysi s of Me tparfarmaide indicatorefelldws: k e y

Performance indicator Jan-Sept December 31
2014 2013 2012
Earnings (loss) per share (in Php) (0.003) (0.013) 0.003
Return (loss) on average equity (0.009) (0.040) 0.009
Debt to total assets ratio 0.916 0.908 0.906
Debt to equity ratio 10.842 9.846 9.611

MCLSI6 s k ey p e rdicatarsrimalude the fdllawing:

1.

2.

The decrease in MCLSI6 s gross profit and

Profitability

a. Gross profit margin i measures the profitability of revenues (services) in relation

to the cost of services
(gross profit / revenues)

b. Net profit margin i ability to generate surplus for stockholders.

(netincome / sales)
c. Returnon assetsi ability to generate returns from assets.
(net income / assets)

d. Return on equity i ability to generate returns on investment of stockholders.

(net income / stockholders equity)

Liquidity ratios

a. Current ratio T capacity to meet current obligations out of its liquid assets

(current assets / current liabilities)

b. Recei vabl es t ur novrceivahlesd mehsuyes the abiligyltoe s i n

collect receivables
(net credit sales / average trade receivables)
(365 days / receivables turnover)

net

profit

additional logistics service provided with lower gross profit rates lower than the existing
principals.

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

Current ratio increased due to the increase in prepayments related to the additional
business.
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Comparative analysisof MCLSI6 s key performance indicators f

Performance indicator Jan.-Sept. December 31
2014 2013 2012

Profitability

a. Gross profit margin 0.664 0.163 0.252
b. Net profit margin (0.011) (0.032) 0.009
c. Return on assets (0.001) (0.004) 0.001
d. Return in equity (0.009) (0.004) 0.009
Liquidity

a. Current ratio 1.083 1.095 1.094
b. Receivables turnover 1.128 1.653 1.167
C. Daysod sal ecs 323 221 313

CPDSI, FEZ-EAC, ZDI and AHI

Currently, CPDSI, FEZ-EAC, ZDI and AHI have no performance indicators because these
are non-operating companies as mentioned above.

CHANGES IN OPERATING RESULTS

2013 COMPARED TO 2012

Net Income and Earnings (Loss) Per Share

The Group registered a consolidated net loss of P3.9 million in 2013 as against net income
of P1.5 million in 2012 or a decrease of P5.4 million or 369%. Earnings (loss) per share for
2013 and 2012 are (P0.013) and PO0.005, respectively. The decrease is net effect of the
other income resulting from gain on sale of financial instrument, disposal of asset and
dividends received during 2012, increase in delivery cost of products and services and
additional logistics service provided with lower gross profit rates lower than the existing
principals in 2013. Since certain subsidiaries have ceased operations, MCLSI is the only
subsidiary that contributed to the revenue of the Group. The Group was able to sell its
financial assets at price higher than its book value resulting to gain on sale of these assets.

Sales and Services

The Group registered gross service revenue of P123.5 million and P98 million for the years
ended December 31, 2013 and 2012. The increase in revenue of P25.5 million or 26% in
2013 is due to additional businesses from
contracts on its logistics and warehousing operations.

Cost of Sales and Services And Operating Expenses

Total cost and operating expenses for the years 2013 and 2012 amounted to P126.9 million
and P97.2 million, respectively. The increase of P29.7 million or 31% is net effect of increase
in delivery cost of products and services in 2013 (P30 million), fixed expenses of non-
operating subsidiaries such as decrease in professional fees (P0.3 million), decrease in
business taxes and licenses (P0.5 million), decrease in salaries and wages and employee
benefits (P5 million), increase in amortization and depreciation (P1.4 million) and increase in
other operating expenses (P4.1 million).

Other income
Other income (charges) for the years 2013 and 2012 amounted to P0.2 million and P2.3
million, respectively or a decrease of P2.1 million or 1050%. The decrease represents gain
realized from the sale of financial instruments, disposal of assets and dividends received
during 2012.
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CHANGES IN FINANCIAL CONDITION

2013 COMPARED TO 2012

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

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

Polymax is the Groupd s s peci al purpose entity incorporated
the purpose of acquiring the petrochemical plant of NPCA which resulted in a 2006 disputed
sal e of Pol ymax®bs 60% interest i n NPCA to NP

Petrochemical Industries Investment Company (PIIC). Subsequently on August 27, 2013 the
Company and Polymax entered into a settlement agreement with NPCI, Pll and NPC to
resolve the dispute. On the basis of the settlement agreement, the previously issued 2006
consolidated financial statements of the Company and its subsidiaries were restated to

reflect the sale of Polymaxés 60% interest in th
The remaining 40% of Polymaxds interest which i ¢
recoverablea mount from the sale of investment. The re
to Polymax (an unconsolidated speci al purpose er

past due liabilities for which the Company is jointly and severally liable, depends on whether
sufficient cash flows can be generated from Pol
sale, and from a letter of comfort issued by the Wellex Group of Companies in favor of the

Company. The consolidated financial statements do not include any adjustments that might

result from the outcome of these uncertainties.

Assets

Cash and cash equivalents for the years 2013 and 2012 amounted to P14.4 million and
P8.1 million, respectively. The increase by P6.3 million or 78% in 2013 is net effect of
increase in revenue from MCLSI operations (P25 million), payment of advances to related
parties (P22 million), advances to Polymax for its working capital requirements (P6 million)
sale of available-for-sale financial asset and increase in other cost and operating expenses.

Receivables amounted to P75.9 million in 2013 and P73.6 million in 2012 (net of allowance
for doubtful accounts of P10.3 million and P8.6 million as of December 31, 2013 and 2012).
Trade and other receivables went up by P2.2 million due to the net effect of increase in
credit sales from MCLSI operations (P3.9 million), decrease in other receivables (P0.1
million) and additional provision for doubtful accounts of P1.7 million in 2013. Other
receivables represent non-interest bearing receivables from third party business partners of
Polymax that are subject to liquidation and advances to related parties. The Group reviews
the carrying amount of receivables at each balance sheet date to reduce the balance to their
estimated recoverable amounts.

Prepaid expenses and other current assets amounts to P21 million in 2013 and P18.9
million in 2012 (net of allowance for probable losses of P14 million for both years 2013 and
2012). In 2013, the increase by P3.9 million is net effect of increase in creditable withholding
taxes (P0.9 million), increase in input taxes (P0.1 million), decrease in refundable deposits (
(PO.1 million) and increase in other prepayments (P1.2 million). The Group reviews the
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carrying amount at each balance sheet to reduce the balance to their estimated recoverable
amounts.

Asset held for sale amounting to P960.3 million and P954.7 million as of December 31,

2013 and 2012 (whi ch constitute 89% respecti Ve
December 31, 2013 and 2012, respect i vel y) represents advances to
special purpose entity incorporated in British Virgin Island solely for the purpose of acquiring

the petrochemical plant of NPC Alliance Corporation (NPCA). The increase of P5.6 million in

2013 pertains to additional advances in relation to the expenses of Polymax for its pending

litigation and outstanding loan from outside parties and past due liabilities.

On March 18, 2006 and September 20, 2006, 40%
interest in NPCA was sold. Thereafter management decided to discontinue operations and

cease operating as a going concern. The remaining 40% interest which is for sale is valued

at P900 million, which is the estimated recoverable amount from the sale of investment. The

real i zation of the Companyds advances to Pol ymax

liabilities for which the Company is jointly and severally liable, depends on whether sufficient

cash flows can be generated from poforyaeaands 40 %
from a letter of comfort issued by the major stockholders of the Company in favor of the

Company.

Available-for-sale-investments amounted to P6 million in 2013 and P7 million in 2012.
This account includes shares of stocks owned in publicly listed companies. The P1 million
decrease in 2013 pertains to decline in the value of shares of stock in the market. The fair
value of these shares has been determined directly by reference to published prices in the
active market. Accumulated AFS reserve amounted to P2 million and P3 million as of
December 31, 2013 and 2012.

Property, plant and equipment amounted to P1,869,689 million in 2013 and P2,047,005
million in 2012. Net reduction of property, plant and equipment in 2013 by P177,316 million
pertains to depreciation charge for the year of P1,088,965 and additional acquisitions of
transportation and office equipment of MCLSI amounting to P911,649. Transportation
equipment of MCLSI with a carrying value of P79,310 and P173,040 as of December 31,
2013 and 2012, respectively, has been pledge to fulfill collateral requirements of the loan.

The Group has no outstanding contractual commitments to acquire certain property and
equipment as of December 31, 2013 and 2012. In 2013 and 2012, the Group carried out a
review of the recoverable amounts of its property and equipment. The Group has determined
that there is no indication that an impairment loss has occurred on its property and
equipment.

Other non-current assets for the years 2013 and 2012 amounted to nil and P1.1 million,

respectively. Other non-c ur r ent assets pertain mainly to M
deposits on various leased properties. These lease contracts expire in 2013, thus the

amount were collected.

Liabilities

Current Liabilities

Accounts payable and accrued expenses for the years 2013 and 2012 amounted to P426
million and P389 million, respectively. Trade payables are noninterest bearing and have
credit terms of 30 to 60 days. Accrued expense and other liabilities mainly include accruals
for manufacturing and operating expenses, other taxes payable, advances from customers
and provisions for liabilities arising in the ordinary conduct of business, which are either
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pending decision by government authorities or are being contested, the outcome of which is
not presently determinable. In the opinion of management and its legal counsel, adequate
provisions have been made to cover tax and other liabilities that may arise as a result of an
adverse decision that may be rendered.

The increase for year 2013 by P37 million or 10% is mainly due to (a) MAHEC recognition of
finance costs on its loan for the petrochemical project (which were passed on to Polymax)
and accrual of its fixed expenses such as legal and audit fee and administrative expenses;
(b) MCLSI trade payables arising from its trucking and warehousing operations.

Due to related parties for the years 2013 and 2012 amounted to P552 million and P574
million, respectively. The Group, in the normal course of business, has transactions with
related parties. Such transactions are unsecured, non-interest bearing and with no definite
terms of repayment period. The Group did not provide nor received any guarantee on its
transaction with related parties. The decrease of P22 million in 2013 pertains to Metro
Alliance settlement of advances, fund of which come from disposal of its financial and fixed
assets. Significant portion of these advances were used to finance its planned acquisition of
petrochemical plant in prior years.

Loans payable (current and long term) amounted to P179,415 in 2013 and P367,604 in
2012. The account pertains to MCLSI®6s two
total principal amount of P988,800 covering the acquisition of transportation equipment. The
loan is payable monthly with interest at 19% per annum up to July 30, 2014 for the (first
contract) and August 22, 2014 (for the second contract).

The two loans are collateralized by transportation equipment with carrying value of P79,310

and P173,040 as of December 31, 2013 and 2012, respectively.

Accrued retirement benefit cost amounted to P5.5 million in 2013 and P6.1 million in
2012. MAHEC and MCLSI has unfunded, non-contributory defined benefit requirement plan
providing retirement benefits to all its regular employees. An independent actuary, using the
projected unit credit method, conducts an actuarial valuation of the fund. The accrued
actuarial liability is determined according to the plan formula taking into account the years of
service rendered and compensation of covered employees as of valuation date. The
decrease of P0.6 million or 10% is due to lower provision for retirement benefit for 2013. The
Group expects no contributions are to be made yet in the future years out of the defined
benefit plan obligation.

CHANGES IN OPERATING RESULTS

2012 COMPARED TO 2011

Net Income and Earnings (Loss) Per Share

The Group registered a consolidated net income of P0.9 million in 2012 as against net loss
of P19.6 million in 2011. Earnings (loss) per share for 2012 and 2011 are P0.003 and
(P0.064), respectively. The increase is net effect of decrease in general and administrative
expenses specifically in personnel cost due to termination of employment contracts in 2012,
decrease in delivery cost of products and services during 2012 and decrease in dividends
received from financial instruments in 2012. Since certain subsidiaries have ceased
operations, MCLSI is the only subsidiary that contributed to the sales of the Group.

Sales and Services

The Group registered gross service revenue of P98 million and P145 million for the years
ended December 31, 2012 and 2011. The decrease in revenue of P47 million or 32% in
2012 is due to termination of various service contracts and non-renewal of contracts by old

41

| oan

~

C



clients. The Board had discussed this issue and resolved to strive to improve sales on
succeeding years.

Cost of Sales and Services And Operating Expenses

Total cost and operating expenses for the years 2012 and 2011 amounted to P97.2 million
and P168.6 million, respectively. The decrease of P71.4 million or 41% is net effect of
decrease in delivery cost of products and services in 2013 (P45 million), fixed expenses of
non-operating subsidiaries such as decrease in professional fees (P0.5 million), decrease in
business taxes and licenses (P5.3 million), decrease in salaries and wages and employee
benefits (P11.1 million), decrease in amortization and depreciation (P1.8 million) and
increase in other operating expenses (P7.7 million).

Other income

Other income (charges) for the years 2012 and 2011 amounted to P2.3 million and P2.6
million, respectively or a decrease of P0.3 million or 12%. Though there are gain realized
from the sale of financial instruments and disposal of assets during 2012 (P0.7 million),
dividends received during 2011 is higher by P1.1 million or 67% than received during 2012.

CHANGES IN FINANCIAL CONDITION

2012 COMPARED TO 2011

Assets

Cash and cash equivalents for the years 2012 and 2011 amounted to P8.1 million and
P7.2 million, respectively. The increase by P0.9 million or 13% in 2012 is net effect of the
decrease in revenue from GACL operations (P49 million), decrease in general and
administrative expenses (P26 million), sale of available-for-sale financial assets and disposal
of property and equipment (P27.5 million).

Receivables amounted to P73.6 million in 2012 and P94.5 million in 2011 (net of allowance
for doubtful accounts of P8.6 million and P8.1 million as of December 31, 2013 and 2012).
Trade and other receivables went down by P20.9 million due to the net effect of increase in
credit sales from GACL operations (P5.8 million), decrease in other receivables (P26 million)
and additional provision for doubtful accounts of P0.5 million in 2012. The Group had
collected from advances to related parties during 2012. The Group reviews the carrying
amount of receivables at each balance sheet date to reduce the balance to their estimated
recoverable amounts.

Prepaid expenses and other current assets amounts to P18.9 million in 2012 and P18
million in 2012 (net of allowance for probable losses of P14 million for both years 2012 and
2011). In 2012, the increase by P0.9 million is net effect of increase in creditable withholding
taxes (P1.3 million), increase in input taxes (P0.1 million), decrease in refundable deposits (
(P0.07 million) and decrease in other prepayments (P0.5 million). The Group reviews the
carrying amount at each balance sheet to reduce the balance to their estimated recoverable
amounts.

Asset held for sale amounting to P954.7 million and P946.7 million as of December 31,

2012 and 2011 (which constitute 89% respecti Ve
December 31, 2013 and 2012, respectively) repre
special purpose entity incorporated in British Virgin Island solely for the purpose of acquiring

the petrochemical plant of NPC Alliance Corporation (NPCA). The increase of P8 million in

2012 pertains to additional advances in relation to the expenses of Polymax for its pending

litigation and outstanding loan from outside parties and past due liabilities.
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On Mar ch 18, 2006 and September 20, 2006, 40 %
interest in NPCA was sold. Thereafter management decided to discontinue operations and

cease operating as a going concern. The remaining 40% interest which is for sale is valued

at P900 million, which is the estimated recoverable amount from the sale of investment. The
realization of the Companyds advances t @uePol y ma X
liabilities for which the Company is jointly and severally liable, depends on whether sufficient

cash flows can be generated from polymaxbés 40%
from a letter of comfort issued by the major stockholders of the Compay in favor of the

Company.

Available-for-sale-investments amounted to P7 million in 2012 and P47 million in 2011.
This account includes shares of stocks owned in publicly listed companies. The P40 million
decrease in 2012 pertains to the sale of the remaining Mabuhay Vinyl Corp. (MVC) shares.
A gain of P0.6 million was recorded on the said sale. The fair value of the remaining shares
has been determined directly by reference to published prices in the active market.
Accumulated AFS reserve amounted to P3 million and P11 million as of December 31, 2012
and 2011.

Property, plant and equipment amounted to P2,047,005 million in 2012 and P2,568,166
million in 2011. Net reduction of property, plant and equipment in 2012 by P521,161 million
pertains to depreciation charge for the year of P1,350,536, additional acquisitions of
machinery, transportation and office equipment of MCLSI amounting to P911,649 and
disposal of machinery and office furniture and equipment with a net book value of P97,392.
Gain on sale of P82,097 was recognized on the said disposal. Transportation equipment of
MCLSI with a carrying value of P173,040 and P271,920 as of December 31, 2012 and 2011,
respectively, has been pledge to fulfill collateral requirements of the loan.

The Group has no outstanding contractual commitments to acquire certain property and
equipment as of December 31, 2012 and 2011. In 2012 and 2011, the Group carried out a
review of the recoverable amounts of its property and equipment. The Group has determined
that there is no indication that an impairment loss has occurred on its property and
equipment.

Other non-current assets for the years 2013 and 2012 amounted to P1.1 million and nil

million, respectively. Othernon-c ur r ent assets pertaiwnandental v t o
deposits on various leased properties. MCLSI renew its lease contracts in 2012, thus

payment of such security and rental deposits.

Liabilities

Current liabilities

Accounts payable and accrued expenses for the years 2012 and 2011 amounted to P389
million and P380 million, respectively. Trade payables are noninterest bearing and have
credit terms of 30 to 60 days. Accrued expense and other liabilities mainly include accruals
for manufacturing and operating expenses, other taxes payable, advances from customers
and provisions for liabilities arising in the ordinary conduct of business, which are either
pending decision by government authorities or are being contested, the outcome of which is
not presently determinable. In the opinion of management and its legal counsel, adequate
provisions have been made to cover tax and other liabilities that may arise as a result of an
adverse decision that may be rendered.

The increase for year 2012 by P9 million or 2% is mainly due to (a) MAHEC recognition of
finance costs on its loan for the petrochemical project (which were passed on to Polymax)
and accrual of its fixed expenses such as legal and audit fee and administrative expenses;
(b) MCLSI trade payables arising from its trucking and warehousing operations.
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Due to related parties for the years 2012 and 2011 amounted to P574 million and P626
million, respectively. The Group, in the normal course of business, has transactions with
related parties. Such transactions are unsecured, non-interest bearing and with no definite
terms of repayment period. The Group did not provide nor received any guarantee on its
transaction with related parties. The decrease of P52 million in 2013 pertains to Metro
Alliance settlement of advances, fund of which come from disposal of its financial and fixed
assets. Significant portion of these advances were used to finance its planned acquisition of
petrochemical plant in prior years.

Loans payable (current and long term) amounted to P367,604 in 2012 and P654,668 in

2011.The account pertains to MCLSIO6s two | oan agr ece
total principal amount of P988,800 covering the acquisition of transportation equipment. The

loan is payable monthly with interest at 19% per annum up to July 30, 2014 for the (first

contract) and August 22, 2014 (for the second contract).

The two loans are collateralized by transportation equipment with carrying value of P173,040

and P252,638 as of December 31, 2012 and 2011, respectively.

Accrued retirement benefit cost amounted to P6.1 million in 2012 and P5.1 million in
2012. MAHEC and MCLSI has unfunded, non-contributory defined benefit requirement plan
providing retirement benefits to all its regular employees. An independent actuary, using the
projected unit credit method, conducts an actuarial valuation of the fund. The accrued
actuarial liability is determined according to the plan formula taking into account the years of
service rendered and compensation of covered employees as of valuation date. The
increase of P1 million or 20% is due to higher provision for retirement benefit for 2012. The
Group expects no contributions are to be made yet in the future years out of the defined
benefit plan obligation.

Full Calendar Years (2007 and 2006)
a) Key Performance Indicators

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

1. Netincome

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

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

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

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

Metro Alliance parent company registered a net loss of P24.7 million in 2007 as against
P54.5 million net loss in 2006. The increase in net loss in 2007 by P29.8 million is due to
reversal of management fee accrual, gain on disposal of subsidiary and sale of AFS
investment and a decrease in administrative expenses.
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Comparative analysisof Metro Al l i anceds key performance i n

Performance indicator December 31
2007 2006

Net income (loss) - in millions Php (24) (54)

Earnings (loss) per share (in Php) (0.08) (0.18)

Return (loss) on average equity (0.09) (0.01)

Debt to total assets ratio 0.72 0.12

Debt to equity ratio 2.58 1.56
GACOL
GACLG6s key performance indicators include the fo

1. Profitability

a. Gross profit margin i measures the profitability of revenues (services) in relation
to the cost of services
(gross profit / revenues)

b. Net profit margin i ability to generate surplus for stockholders.
(net income / sales)

c. Returnon assetsi ability to generate returns from assets.
(netincome / assets)

d. Return on equity i ability to generate returns on investment of stockholders.
(net income / stockholders equity)

2. Liquidity ratios

a. Current ratio T capacity to meet current obligations out of its liquid assets
(current assets / current liabilities)
b. Receivabl es tur nov e reivablesd meaauyestbe akilgyltoes i n r ec
collect receivables
(net credit sales / average trade receivables)
(365 days / receivables turnover)

The decrease i n GACLOGs gr oss profit and net
additional logistics service provided with lower gross profit rates lower than the existing
principals.

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

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

Comparative analysis of GACLOGs key performance

Performance indicator

2007 2006
Profitability
a. Gross profit margin 0.170 0.230
b. Net profit margin 0.062 0.043
c. Return on assets 0.135 0.127
d. Return in equity 0.199 0.205
Liquidity
a. Current ratio 2.856 2.258
b. Receivables turnover 5.98 9.93
c. Dayso6 sal 61 36

receivables
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CPDSI, FEZ-EAC, ZDI and AHI

Currently, CPDSI, FEZ-EAC, ZDI and AHI have no performance indicators because these
are non-operating companies as mentioned above.

Financial Highlights

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

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

The

Gr o4 pudited cbnaolidated financial

statements was for the year ended December 31, 2006. Due to uncertainties surrounding
the acquisition transactions of the Bataan petrochemical plant, the scope of the 2007-2013
audits was completed by the independent auditors and the reports was approved by the

Board of Directors on October 10, 2014.

The table below shows the consolidated financial highlights of Metro Alliance for the years
ended December 31, 2007, 2006 and 2005:

Balance Sheet

As of December 31

2007 2006(restated) 2005
Current assets P 993,642,284 | P 3,233,995,149 | P 5,788,934,380
Noncurrent assets 69,638,435 643,294,057 718,972,775

Total Assets

1,063,280,719

3,877,289,206

6,507,907,155

Current liabilities 911,148,890 2,144,873,285 2,920,533,461
Noncurrent liabilities 1,117,839 77,319,375 112,168,609
Total Liabilities 912,266,729 2,222,192,660 3,032,702,070
Stockhol derés Equi't 151,013,990 1,655,096,546 3,745,205,085
Tot al Liabilities a 1,063,280,719 3,877,389,206 6,507,907,155

Income Statement

As of December 31

2007 2006(restated) 2005
Sales and services P 119,533,229 | P 1,490,432,155 P 1,558,286,667
Cost of sales and services (98,844,205) (1,136,930,520) (1,161,504,945)
Gross profit 20,689,024 353,501,635 396,781,722

Expenses

(

318,530,183)

(511,502,725)

( 835,966,939)

Net Income (Loss) Before Tax

(

297,841,159)

(158,001,090)

( 439,185,217)

Income Tax - Current

(_4,205,804)

( 25,099,500)

(_30,333,067)

Deferred

33,865

2,451,128

8,869,270

Net Income (Loss) from Continuing
Operations

(

302,013,098)

(180,649,462)

(460,649,014)

Loss from Discontinued Operations

(1,647,170,950)

(_13,357,753)

Net Income (Loss)

(

302,013,098)

(1,827,820,412)

(474,006,767)

Loss for the year attributable to the
equity holders of

P

305,621,045)

(P1,854,266,988)

(P519,388,361)

Parent Company and Earnings (Loss) | (P 1.00) | (P 6.06) P 1.70)
Per Share

Loss from continuing operations | (P305,621,045) | (P 207,096,038) (P 506,030,608)
attributable to equity

holders of Parent Company and | (P 1.00) | (P 0.68) P 1.55)

Earnings (Loss) Per Share

The Group, having resolved its disputes with the foreign parties involved in the Bataan
petrochemical project, will commence to explore business opportunities. As of report date,

bi ggest contri

butor

to
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for the past several years after. The Group will reorganize its operations; evaluate its
remaining assets; review all pending legal cases; and settle and resolve its outstanding
issues with other regulatory government bodies. The Group assures the public that it will
focus on traditionally stable industries or sunrise sectors in order to maintain strong and
healthy cash flows, and at the same time, aspiring for maximized potential earnings.

CHANGES IN OPERATING RESULTS

2007 COMPARED TO 2006

Net Income and Earnings (Loss) Per Share

The Group registered a consolidated net loss of P314.6 million in 2007 as against net loss of
P1.828 billion in 2007 or a decrease of P1.513 billion or 83%. Earnings (loss) per share for
2007 and 2006 are (P1.03) and (P5.97), respectively. The decrease in net loss is net effect
of the following:

1 Decrease in revenue from sale of goods by P1.4 billion or 100% and corresponding
cost of goods sold from this sale of P1.03 billion. This is due to sale of the Parent
companyods i nterest i n MV C, wh i dhle com@anyi
Financial statements of MVC are no longer consolidated with that of the Group. The
remaining 5% interest in MVC was reclassified to AFS investments.

9 Decrease in expenses by P209.4 million or 57% resulting from sale of interest in
MVC, expenses of which were no longer consolidated with that of the Group for the
year 2007. These expenses which have significant decrease are: provision for
doubtful account expense by P88.4 million due to impairment of notes receivable;
personnel cost by P46.8 million or 90%; rent and utilities by P17 million or 94%;
depreciation expense by P9.9 million or 99%; shipping and delivery expenses by
P143.8 million or 100% and other expenses by P46 million. Other expenses include
professional fees, communication, supplies, transportation and miscellaneous
expenses.

1 Decrease in finance cost by P182 million resulting from disposal of subsidiary (MVC).
Loans payable and corresponding finance cost for 2007 are no longer consolidated
with that of the Group.

1 The Company incurred losses from sale of its interest in MVC by P152.3 million in
2007. The management has disposed its interest in MVC despite of lower market
value to pay off liabilities that are already due to avoid further accruals of finance
cost.

1 Decrease in interest income by P7.4 million or 56% and other income by P51.4
million or 75%. Interest income in 2006 arose from notes receivable of MVC. Other
income includes unrealized foreign exchange gain for restatement of balance sheet
accounts from dollar to peso and .

Sales and Services

The Group registered gross service revenue of P119.5 million and P1.5 billion for the years
ended December 31, 2007 and 2006, respectively. The decrease in revenue of P1.37 billion
or 91% in 2007 is due to sale of MAHEC subsidiary in 2007, MVC, which involves in the
manufacturing of chemicals for household applications. MVC revenue is no longer
consolidated with that of the Group.

Cost of Sales

Total cost of services for the year 2007 is P98.8 million as against P1.1 billion for the year
2006, comprising of cost of goods and services. The decrease of P1.001 billion or 91% is
due to sale of MAHEC subsidiary in 2007, MVC, which involves in the manufacturing of
chemicals for household applications. MVC cost of goods sold is no longer consolidated with
that of the Group.
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Operating Expenses

Total operating expenses for the year 2007 amounted to P155.1 million as against P364.5
million for the year 2006. The decrease of P209.4 million or 57% is due to sale of interest in
MVC, expenses of which were no longer consolidated with that of the Group for the year
2007. These expenses which have significant decrease are: provision for doubtful account
expense by P88.4 million due to impairment of notes receivable; personnel cost by P46.8
million or 90%; rent and utilities by P17 million or 94%; depreciation expense by P9.9 million
or 99%; shipping and delivery expenses by P143.8 million or 100% and other expenses by
P46 million. Other expenses include professional fees, communication, supplies,
transportation and miscellaneous expenses.

Finance Cost
Finance cost for the years 2007 and 2006 amounted to P46.4 million and P228.5 million,
respectively. The decrease of P182.1 million or 80% is due to disposal of subsidiary, MVC.
Loans payable and corresponding finance cost for 2007 are no longer consolidated with that
of the Group.

Other Income (Charges)

Other income (charges) for the years 2007 and 2006 amounted to (P129.7 million) and
P81.4 million, respectively. Other charges for 2007 pertains to net effect on loss incurred on
sale of subsidiary and sale of available-for-sale investments (P152.3 million) and interest
and other income (P22.6 million) The management has disposed its interest in MVC despite
of lower market value to pay off liabilities that are already due to avoid further accruals of
finance cost. Other income for 2006 pertains only to interest income from notes receivable of
MVC and interest income from banks (P13.1 million) and other income from foreign
exchange gain on restatement of balance sheet accounts from dollar to peso and gain from
sale of available-for-sale investments (P68.3 million).

CHANGES IN FINANCIAL CONDITION

2007 COMPARED TO 2006

The following companies are included in Metro Alliance consolidated financial statement:
GACL, CPDSI, FEZ-EAC, ZDI and AHI. A subsidiary is an entity in which the Company has
control. Subsidiaries are consolidated from the date on which control is transferred out of the
Company.

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

Polymax is the Groupds speci al p girr Igamcsselelyefar t ity i
the purpose of acquiring the petrochemical plant of NPCA which resulted in a 2006 disputed
sal e of Pol ymaxds 60% Iinterest i n NPCA to NP

Petrochemical Industries Investment Company (PIIC). Subsequently on August 27, 2013 the
Company and Polymax entered into a settlement agreement with NPCI, PIl and NPC to
resolve the dispute. On the basis of the settlement agreement, the previously issued 2006
consolidated financial statements of the Company and its subsidiaries were restated to

reflect the sale of Polymaxés 60% interest in th
The remaining 40% of Polymaxés interest which i ¢
recoverable amount from the sale of investment. The realizatonof t he Companyés ad
to Polymax (an unconsolidated speci al pur pose er
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past due liabilities for which the Company is jointly and severally liable, depends on whether

sufficient cash flows can be generated fromPol ymaxds 40% i nterest i n N
sale, and from a letter of comfort issued by the Wellex Group of Companies in favor of the

Company. The consolidated financial statements do not include any adjustments that might

result from the outcome of these uncertainties.

Assets

Cash and cash equivalents for the years 2007 and 2006 amounted to P19.7 million and
P120.9 million, respectively. The decrease by P101.2 million or 84% is due to not
consolidating MVC financial statements with that of the Group since it was sold during 2007.
Net cash used in operating activities for 2007 amounted to (P252.5 million), cash provided
by investing activities such as proceeds from sale of AFS investment, acquisition of property
and equipment, etc. amounted to P421.5 million and cash used in financing activities
(payment of interest, dividend, long-term debt and finance lease) amounted to (P270.2
million). The MVC cash account also includes dollar savings and short-term investment for
the year 2006 which were no longer consolidated in 2007.

Receivables amounted to P63.9 million in 2007 and P858.9 million in 2006 (net of
allowance for doubtful accounts of P140.2 million and P10.4 million as of December 31,
2007 and 2006). Decrease by P795 million or 93% is mainly due to disposal of subsidiary,
MVC, during 2007. In 2007, a substantial portion of notes receivables was considered
impaired and covered with allowance for probable losses. Trade receivables from revenue of
MVC and GACL for 2006 amounted to P395 million as against P25 million in 2007 or a
decrease of P370 million or 94%. Other receivables in 2006 include P254.7 million
noninterest-bearing receivables of Polymax from third business partners that are subject to
liquidation.

The Group reviews the carrying amount of receivables at each balance sheet date to reduce
the balance to their estimated recoverable amounts.

Inventory amounted to nil and P237.5 million in 2007 and 2006, respectively. Inventories in
2006 pertain to inventories of MVC, an entity that ceased to be a subsidiary in 2007. Under
the terms of agreements covering liabilities under trust receipts, certain inventories have
been released to the Group in trust for the banks. The Group is accountable to the banks for
the said inventories. Liabilities under trust receipts in 2006 represent short-term borrowings
from a local bank to finance inventory importations and bear average annual interest rate of
10%. Allowance for obsolescence as of December 31, 2006 amounted to P2.4 million.

Prepaid expenses and other current assets amounted to P7.8 million in 2007 and P32.8
million in 2006. The decrease of P25 million is due to MVC accounts that are no longer
consolidated with that of the Group since it has ceased to be a subsidiary during 2007. The
accounts include creditable withholding tax, input taxes, refundable deposits, etc. The Group
reviews the carrying amount at each balance sheet to reduce the balance to their estimated
recoverable amounts.

Asset held for sale as at December 31, 2007 amounting to P902.2 million (which constitute

86% of the Groupbs total assets as of December :
the Groupds speci al purpose entity incorporated
of acquiring the petrochemical plant of NPC Alliance Corporation (NPCA). The realization of

the Companyés advances to Polymax and the sett]l
held for sale, for which the Company is jointly and severally liable, is dependent on whether

sufficient cashflowmscanbe generated from the sale of Pol ymax

Asset held for sale at December 31, 2006 amounting to P1.98 billion represents the
estimated recoverable value of Polymaxés 40% int
is forsale. In2007,si nce 90% of Polymaxds assets pertain t
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is for sale, management decided to discontinue operating Polymax as a going concern and
exclude its accounts from 2007 consolidated financial statements.

Available-for-sale-investments (AFS) amounted to P61.6 million in 2007 and P19.2 million
in 2006. The AFS investments of the group consist of investments in shares of Mabuhay
Vinyl Corporation (MVC), an entity that ceased to be a subsidiary in 2007, and others that
are quoted in the local stock exchange as well as investments in unlisted shares. In 2007,
shares of stock of the group in MVC totaling 59,254,263, representing 8.6% ownership
interest in MVC, with a carrying value of B50,328,266, was transferred from investments in
subsidiaries to AFS investments. The acquisition cost of P10.7 million at the end of 2006
includes B6.5 million pertaining to MVC which ceased to be a subsidiary in 2007.

Unrealized loss on AFS investments in 2007 amounted to P1,162,106 and unrealized gain
amounted to B6,868,470 in 2006 and P1,620,600 in 2005. The carrying value of these
investments include accumulated unrealized gains on AFS investments of B7.1 million and B
8.5 million as of December 31, 2007 and 2006, respectively, which is deferred in equity
section of the consolidated balance sheet. The cumulative fair value gains in equity at the
end of 2006 of B8.5 million includes B254,789 pertaining to MVC which ceased to be a
subsidiary in 2007.

Property, plant and equipment amounted to P4.7 million in 2007 and P616.8 million in
2006. Significant reduction in property, plant and equipment in 2007 by P612.1 million is
mainly due to sale of subsidiary (MVC) which property, plant and equipment is no longer
consolidated with that of the Group. Depreciation charge for 2007 and 2006 amounted to
P5.1 million and P77.8 million, respectively. Acquisition for 2007 amounted to P0.3 million
and retirement of fully depreciated office furniture and equipment amounted to P6,722.

The Group has no outstanding contractual commitments to acquire certain property and
equipment as of December 31, 2007 and 2006. In 2007 and 2006, the Group carried out a
review of the recoverable amounts of its property and equipment. The Group has determined
that there is no indication that an impairment loss has occurred on its property and
equipment.

Other non-current assets for the years 2007 and 2006 amounted to P2.6 million and P6.6
million, respectively. Other non-current assets pertain mainly to GACL security and rental
deposits on various leased properties. Other non-current asset of MVC in 2006 is no longer
consolidated in 2007, thus a decrease of P4 million or 61%.

Liabilities

Current Liabilities

Accounts payable and accrued expenses for the years 2007 and 2006 amounted to
P389.3 million and P906.9 million, respectively. The decrease for year 2007 by P517.6
million or 57% is mainly due to accrued finance charges totaling P488.4 million relating to
past due loans obtained jointly and severally with Polymax to finance the acquisition by
Polymax of 100% interest in NPCA which were transferred to and applied against the
advances made to Polymax to reflect the economic substance of the loan and acquisition
transactions instead merely their legal forms. Trade payables decreased by P35.1 million
due to sale of subsidiary (MVC) in 2007, which payables are no longer consolidated with that
of the Group.

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

Due to related parties for the years 2007 and 2006 amounted to P492.4 million and P494.4
million, respectively or a decrease of P2 million. The Group, in the normal course of
business, has transactions with related parties. Such transactions are unsecured, non-
interest bearing and with no definite terms of repayment period. The Group did not provide
nor received any guarantee on its transaction with related parties. The decrease of P2
million in 2007 pertains to Metro Alliance settlement of advances, fund of which come from
disposal of its financial and fixed assets. Significant portion of these advances were used to
finance its planned acquisition of petrochemical plant in prior years.

Obligation under finance lease (current and noncurrent) amounted to P2.7 million in
2007 and P5.4 million in 2006. The Group, under operating lease agreement, leases an
office space with a term of one year for an annual rate of P0.3 million. The decrease of P2.7

million pertains to MVCO6s various operat:.

parking slots, warehouse, storage tanks, piping system and pumps which were no longer
consolidated with that of the Group.

Long-term debt amounted to P70,000 in 2007 and P203.4 million in 2006 (current and
noncurrent portion). The account pertains to loan from local banks: (a) a 4-year secured loan
with total add-on financing charges of 49%, payable monthly starting April 25, 2004, with
remaining balance of P70,000 as of December 31, 2007; (b) a 3.5-year secured loan
amounted to nil and P159.3 million as of December 31, 2007 and 2006. The loan is secured
by a Deed of Chattel Mortgage over 264,536,654 MVC shares of stock owned by the
Company. On June 2007, all the rights and interest over the said MVC shares of stocks were
assigned and transferred to the local bank as full payment of the loan and accrued interest
thereon; (c) a 5-year secured loan with an outstanding balance of P43.8 million as of
December 31, 2006 which pertains to loan obtained by MVC, an entity that is no longer a
subsidiary in 2007.

Loans payable amounted to P27 million and P431.3 million as of December 31, 2007 and
2006, respectively. The account pertains to loans obtained to: (a) partially finance acquisition
of petrochemical plant: (1) a P280 million secured loan payable before June 14, 2004. This
loan were transferred to and applied against the advances made to Polymax in 2007 in order
to reflect the economic substance of the loan and acquisition transactions instead of merely
their legal forms; (2) a P98.3 million secured loan payable on or April 6, 2004 which was
transferred also to Polymax in 2007; (b) obtained for other purposes amounting to P53
million as of December 31, 2006. This loan pertains to loan of MVC, an entity that ceased to
be a subsidiary in 2007.

Liabilities under trust receipts amounted to nil and P124.9 million as of December 31,
2007 and 2006, respectively. The account pertains to bank loans obtained by MVC in
purchasing inventories. Since MVC ceased to be a subsidiary in 2007, the balance is no
longer consolidated with that of the Group in 2007.

Customer deposits amounted to nil and P18 million as of December 31, 2007 and 2006,
respectively. The account pertains to advances from customer of MVC on sale of its
products. Since MVC ceased to be a subsidiary in 2007, the balance is no longer
consolidated with that of the Group in 2007.
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Asset retirement obligation amounted to nil and P0.6 million as of December 31, 2007 and
2006, respectively. The account represents obligation of MVC, an entity that ceased to be a
subsidiary in 2007.

Accrued retirement benefit cost amounted to P0.8 million in 2007 and P3.1 million in
2006. MAHEC and GACL has unfunded, non-contributory defined benefit requirement plan
providing retirement benefits to all its regular employees. An independent actuary, using the
projected unit credit method, conducts an actuarial valuation of the fund. The accrued
actuarial liability is determined according to the plan formula taking into account the years of
service rendered and compensation of covered employees as of valuation date. The
decrease of P2.3 million or 74% is due to retirement obligation of MVC which are no longer
consolidated in 2007. The Group expects no contributions are to be made yet in the future
years out of the defined benefit plan obligation.

Summary of Material Trends, Events and Uncertainties

Legal cases

Metro Alliance

Case Title . Metro Alliance vs Commissioner of Internal Revenue

Factual basis . Assessment for deficiency withholding taxes for the year 1989,
1990 and 1991

Status : On July 5, 2002, the Parent Company received a decision from

the Court of Tax Appeals (CTA) denying the Parent Comp any & s

Petition for Review and ordering the payment of B83.8 million for
withholding tax assessments for the taxable years 1989 to 1991.
The Parent Company filed a Motion for Reconsideration on July
31, 2002 but this was subsequently denied by the CTA. A
Petition for Review was filed with the CTA on November 8, 2002,
which was also denied by the CTA. The Parent Company then
appealed the decision of the CTA to the Court of Appeals (CA),
which likewise denied the appeal and upheld the assessment
against the Parent Company. The Parent Company, through its
legal counsel, filed a Motion for Reconsideration with the CA in
December 2003.

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

to sustain the Parent Company
ParentCompany 6 s petition with final

On April 26, 2006, the Parent Company filed a Petition for
Review before the CTA en banc. On March 7, 2007, the CTA en
banc dismissed the Petition for lack of merit. The CTA en banc

0s
it

y.

ap

af firmed the CTAOGs dercfordssuanceofr ant i n

Writ of Execution filed by the Commissioner of Internal Revenue.
As of October 10, 2014, the Parent Company has not received
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Case Title

Factual basis

Name of Court

Status

Relief Sought

Case Title

Factual basis

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

Metro Alliance and Philippine Estate Corporation vs
Philippine Trust Company, et al

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

Regional Trial Court, Fourth Judicial Region

Branch 18, Tagaytay City

On September 14, 2005, Metro Alliance and Philippine Estate
Corporation filed a Civil Action for Declaratory Relief,
Accounting, Reformation of Contracts, Annulment in
Decrease in Interest Rates, Service Charge, Penalties and
Notice of Sheriffs Sales, plus Damages with prayer for the
Issuance of a Temporary Restraining Order and/or Writ of
Preliminary Injunction. Damages sought are P1,000,000 as
and by way or exemplary damages and P500,000 as and by
way of a t es)plitigatiery éxpensds end cost of suit.
The case is now pending with the Regional Trial Court of
Tagaytay City, Branch 18 0 SCA No. TG-05-25109.

The case stemmed from the imminent extra-judicial
foreclosure of properties covered by Transfer Certificate of
Title Nos. T-35522, T-35524 and T-35552 subject to the real
Estate Mortgage executed by Metro Alliance and Philippine
Estate Corporation on the amount of P42,000,000 which
amount was never received.

On October 6, 2005, the Regional Trial Court (RTC) of
Tagaytay City issued and granted the Writ of Preliminary
Injunction. Management believes that the same will be made
permanent by the RTC.

Issuance of a Temporary Restraining Order and/or Writ of
Preliminary Injunction and damages sought are P1,000,000
and other charges of P500,000.

Securities and Exchange Commission (SEC) En Banc
Case No. 07-09-169

For Review of Order of Revocation of Registration of and
Permit to Sell Securities

The records of the Commission revealed that the 2006 Annual
Report (SEC Form 17-A) and 2007 1%, 2" and 3™ Quarter
Report (SEC Form 17-Q) were due for submission.

The Company filed its SEC Form 17-L or Notice of Inability to
File its 2006 Annual Report (SEC Form 17-A) on May 11,
2007. In response to the Show-Cause Letter of CFD dated
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June 27, 2007, the Company explained that it had not been

able to submit its 2006 Annual Report due to the legal issues

involving the acquisition of the petrochemical plant and the

surrounding circumtances. On July 30, 2007, the CFD, finding

the Companyds expl apasialyassessadn mer i t or
the Company of P288,000 for its continued failure to file its

2006 Annual Report. Same scenario with its quarterly reports

which the CFD assessed a penalty of P27,200 as of August 1,

2007.

Suspension of Registration of Securities

For the Companyés continued fail ur e
reports, a hearing for suspension was scheduled on October

24, 2007, which the Company failed to attend. Another hearing

was held on February 18, 2008, wherein the Company

reiterated its earlier explanati on.
Registration of Securities was suspended for a period of sixty

(60) days from the Company06s receirf
dated July 17, 2008, or until the company was able to submit

the foregoing reports and fully pay the corresponding

penalties.

Revocation of Registration of Securities

After the hearing on the revocation of the registration held on

November 21, 2008, the Company was allowed by CFD to file

on December 5, 2008 its explanation. The Company explained

that its inability to file its report was due to the refusal of its

External Auditor, Sy ci p Gorres and Velayo (AS
unqualified opinion ostateméns. O6ompany ¢
June 25, 2009, the CFD issued Revocation Order. It was

i ssued due to the Companyo6s failure
Suspension Order, that is, it failed to file the reports and pay

the penalties within sixty (60) days from receipt of the

Suspension Order. The records reveal that the Company filed

the afore-said reports on August 12, 2008, which is well within

the given sixty-day period for compliance with the Suspension

Order. However, CFD deemed such reports as not filed

considering that:

a) 2006 Consolidated Audited Financial Statements of the
Group which were attached to the 2006 Annual Report
(SEC Form 17-A) contained a qualified opinion from the
External Auditor in violation of SRC Rule 68.1(2) which
requires an unqualified opinion, rendering the same
deemed not filed; and

b) Since the said 2006 Consolidated Audited Financial
Statements of the Company has been deemed not filed,
the succeeding reports such as the 2007 1%, 2" and 3"
Quarter Reports (SEC Form 17-Q) could not be properly
accomplished, as a comparative presentation with duly
accomplished 2006 Consolidated Audited Financial
Statements is required.

SRC Rule 68.1(2), which CFD invokes in support of the above
conclusion, provides that:
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AAudited financial statemants of coc
Rul e with an auditords opinion that
because of departure(s) from the generally accepted

accounting principles in the Philippines shall be deemed not

filed and shall give rise to the imposition of appropriate

sanctions on the company.

The Commission reserves the right to obtain clarification or to
guestion other modifications in the report issued by the
external auditor which it deems wunr

The Companybs Appeal

The ultimate issue to be resolved is whether CFD erred in
revoking the Companydés registration

The Company filed an Appeal dated July 14, 2009 to the
Commission. The Company argues that CFD erred in finding
the reports as deemed not filed because the qualified opinion
or disclaimer of opinion of the External Auditor was not due to
a departure from the generally accepted accounting principles
in the Philippines, which is what is required for SRC Rule
68.1(2) to apply, but was made due to a scope limitation that is
beyond the control of the External Auditor and is not imposed
by its management.

Relief Sought The Office of the Gencemnehtedthatcount ar
Companyb6és subject Audited Financi al
considered as filed because, based

failure to complete the audit is by reason of limitation of scope,
not a deviation from the generally accepted accounting
principles as contemplated by SRC Rule 68.1(2). Further, such
Audited Financial Statements contains sufficient disclosure on
the legal issues on the acquisition transactions of the
petrochemical plant.

The SEC en Banc, premises considered, granted the Order of
Revocation of Registration of and Permit to Sell Securities
dated June 25, 2009 be SET ASIDE.

However, the timeliness of the filing of the required reports is a
totally different issue. The Commission en Banc directed the
CFD to determine and impose, after proper proceedings,
penalties against the Company for its late filing of its 2006
Annual Report (SEC Form 17-A) and 2007 1%, 2" and 3"
Quarter Reports (SEC Form 17-Q). As of this report, final
amount for all the penalties that accrue cannot be determined.
The Company believes that it made provisions sufficient
enough to cover the contingent liability.

Case Title : Metro Alliancevs ThePhi | i ppi ne Stock Exchang

Factual basis : The Company has an outstanding obligation to the PSE in the
amount of P2,450,000 as of March 21, 2014 for the repeated
violations of the rules and regulations of the PSE starting May
2007 until December 2012.
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The case was related to the same violation the Company has

with the SEC where it also required submitting structured

reports such as Annual and Quarterly Report from 2007 until

2012. (Please refer to preceding paragraph for the discussion
oftheCompanyds inability to file such
suspend the trading of the Company last May 2007.

Relief Sought The Company has made provisions on its financial statement
sufficient enough to cover such liability.

Events that will Trigger Direct Contingent or Financial Obligation

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

Material Off-balance Sheet Transactions, Arrangements, Obligations

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

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

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

Since CPDSI, AHI, FEZ-EAC and ZDI have ceased commercial operations and MCLSI is the

only operating subsidiary among the Group, sal
operations.

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

Material Changes on Line Items in the Financial Statements
Material changes on line items in the financial statements are presented under the captions
AChanges in Financial Conditiono and AChanges in

Effect of Seasonal Changes in the Financial Condition or Results of Operations of the
Corporation
The financial condition or results of operations is not affected by any seasonal change.

Undertaking

A copy of the Annual Report for the year ended December 31, 2013 or SEC Form 17-A
wi || be made available during the Annual St ockho
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Interim Report for the 3" Quarter of 2014

a) The following table shows the consolidated financial highlights of the Group for the
guarters ended September 30, 2014 and 2013 and December 31, 2013:

/&£ Unaudited Income Statement

Income Statement Amounts in P600O

Jul'i Sept Juli Sept Jan i Sept Jani Sept

2014 2013 2014 2013

Sales and services P 26,938 P 29,272 P 80,815 P 87,817
Cost of sales and services (19,058) (7,745) (27,173) (23,236)
Gross profit 17,880 21,527 53,642 64,581
Expenses (18,172) (20,530) (54,517) (61,591)
Net Income (Loss) (292) 997 (875) 2,990
Earnings (Loss) Per Share (P 0.001) P 0.003 (P 0.003) P 0.010

/&£ Unaudited Balance Sheet

Balance Sheet Amounts in P6000O0
Sept. 30, 2014 Sept. 30, 2013 Dec. 31, 2013
Current assets 1,111,356 1,067,144 1,071,686
Noncurrent assets 15,029 16,631 12,613
Total Assets 1,126,385 1,083,775 1,084,299
Current liabilities 1,025,724 977,187 978,757
Noncurrent liabilities 5,541 6,916 5,572
Total Liabilities 1,031,265 984,103 984,329
Stockhol derds Equity 95,120 99,672 99,970
Tot al Liabilities an( 1,126,385 1,083,775 1,084,299

The following companies are included in Metro Alliance consolidated financial statement:
MCLSI, CPDSI, FEZ-EAC, ZDl and AHI. The Gr oupds | ast audi
statements was for the year ended December 31, 2006. Due to uncertainties surrounding
the acquisition transactions of the Bataan petrochemical plant, the scope of the 2007-2013
audits was completed by the independent auditors and the reports was approved by the
Board of Directors on October 10, 2014.

The Group, having resolved its disputes with the foreign parties involved in the Bataan
petrochemical project, will commence to explore business opportunities. As of report date,
biggest contributortotheGrou pd6s revenue is its logistic
for the past several years after. The Group will reorganize its operations; evaluate its
remaining assets; review all pending legal cases; and settle and resolve its outstanding
issues with other regulatory government bodies. The Group assures the public that it will
focus on traditionally stable industries or sunrise sectors in order to maintain strong and
healthy cash flows, and at the same time, aspiring for maximized potential earnings.
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b) Key Performance Indicators
Metro Alliance and its majority-owned subsidiaries key performance indicators follow:

Metro Alliance
Metro Allianceds key performance indicators i ncl

3. Netincome

4. Earnings per share i net income attributable to each share of common stock
(net income / weighted number of shares outstanding)
Return on average equity i ability to generate returns on investment of stockholders.
(net income / average equity)

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

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

The financial ratios of Metro Alliance are not stable due to its significant investment on the
Petrochemical Project.

Metro Alliance parent company financial statements registered unaudited net loss of

(P874,817) for the third quarter of 2014 as compared to the third quarter of 2013, net income

amountsto P2.9 million due to MCLSI 6s decrease in |
by its unfavorable cost.

The decrease in net income (or the incurrence of net loss in 2014) resulted to the increase in
loss per share and loss on average equity.

Comparative anal ysis of Metro Allianceds key perf or me

Performance indicator Sept 30 Dec 31 Sept 30
2014 2013 2013

Net income (loss) - in millions Php (874,817) (3,972,297) 2,990,485

Income (loss) per share (in Php) (0.003) (0.013) 0.010

Income (loss) on average equity (In Php) (0.009) (0.040) 0.030

Debt to total assets 0.912 0.908 0.908

Debt to equity 10.433 9.846 9.876

MCLSI Logistics, Inc.
MCL SI 6s key peorsincludethafollewingindi c at

7. Profitability
a. Gross profit margin i measures the profitability of revenues (services) in relation
to the cost of services
(gross profit / revenues)
b. Net profit margin i ability to generate surplus for stockholders.
(net income / sales)
C. Return on assets i ability to generate returns from assets.
(netincome / assets)
d. Return on equity i ability to generate returns on investment of stockholders.
(net income / stockholders equity)
8. Liquidity ratios
a. Current ratio T capacity to meet current obligations out of its liquid assets
(current assets / current liabilities)
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b. Receivables turnover and meaauyestbe abiliyltoes i n r ec
collect receivables
(net credit sales / average trade receivables)
(365 days / receivables turnover)

The decrease in MCLSIO&6s gross profit resultec
contracts. With the decrease in operating income, net profit margin, return on assets

and return on equity decreased. Current ratio decreased due to the increase in accruals

and other payables. In addition, turnover of receivables resulted to a slower collections

compared to last year.

Comparative analysis of MCLSIOGs key performanc

Performance indicator Sept30 Dec 3l Sept 30
2014 2013 2013

Profitability
a. Gross profit margin 0.664 0.163 0.735
b. Net profit margin (0.011) (0.032) 0.034
c. Return on assets (0.001) (0.004) 0.003
d. Return in equity (0.009) (0.004) 0.030
Liquidity
a. Current ratio 1.083 1.095 1.092
b. Receivables turnover 1.128 1.653 1.263
c. Dayso sale 323 221 289
receivables

Consumer Products Distribution Services, Inc. (CPDSI), FEZ-EAC Holdings, Inc.(FEZ-EAC),
Zuellig Distributors, Inc. (ZDI) and Asia Healthcare, Inc. (AHI)

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

b) Changes in Operating Results

Net Income and Earnings (Loss) Per Share

The Group registered a consolidated net loss of P0.2 million for the 3™ quarter of 2014 as
against net income of P0.9 million for the 3™ quarter of 2013 or a decrease of P1.1 million or
122%. Earnings (loss) per share are (P0.001) for the 3" quarter of 2014 and P0.003 for the
3" quarter of 2013. Since certain subsidiaries have ceased operations, MCLSI is the only
subsidiary that contributed to the revenue of the Group. The decrease is due to net effect of
reduction or terminat i on of MCLSI 6s | ease and |l ogistics co
fixed expenses incurred by non-operating subsidiaries such as depreciation expense of
remaining fixed assets, personnel cost, professional fees (legal fee for pending cases and

retainer fee of stock transfer agent), etc.

Sales and Services

The Group registered gross service revenue of P26.9 million and P29.3 million for the

guarters ended September 30, 2014 and 2013. The decrease in revenue of P2.4 million or

8% for the 3“ quarterof 2014 is due to reduction or termin:
and logistics contracts.
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Cost of Sales and Services

Total cost of sales and services for the quarters ended September 30, 2014 and 2013
amounted to P9.1 million and P7.7 million, respectively. The increase of P1.4 million or 18%
is due to higher cost of delivery of products and services such as fluctuations in oil prices
used by delivery trucks and electricity rates, security services and maintenance cost of
warehouse facilities. With lower lease and logistics contracts, fixed expenses are still
incurred contributing to the higher cost for the 3" quarter of 2014.

Operating Expenses

Total operating expenses of the Group for the 3™ quarter of 2014 amounted to P18.2 million
as compared to P20.5 million for the 3 quarter of 2013 or a decrease of P2.3 million or
11%. The decrease is net effect of decrease in personnel cost (P.5 million), professional
fees (P0.9 million), depreciation expense since some of the fixed assets already reached
their useful life last year and general and administrative expenses (P0.9 million).

Other income (expenses)

Other income (charges) for the quarters ended September 30, 2014 and 2013 amounted to
(P19,640) and (P29,615), respectively or a decrease of P9,975 or 34%. The account
pertains to net balance from finance cost, interest income and dividend income. A lesser
finance cost was recorded for the 3™ quarter of 2014.

b) Changes in Financial Condition

Assets

Cash and cash equivalents for the 3" quarter of 2014 and 2013 and as of December 31,
2013 amounted to P22.5 million, P22.6 million and P14.4 million, respectively. Business
operations are usual for both quarters of 2014 and 2013, thus level of cash is almost the
same. The increase by P8.1 million or 56% as of 3™ quarter of 2014 is net effect of collection
of receivables (P8.6 million), payment of advances to related parties (P1.4 million), and
advances to Polymax for its working capital requirements (P0.1 million).

Receivables amounted to P67.3 million as of 3™ quarter of 2014, P75.9 million as of
December 31, 2014 and P65.5 million as of 3" quarter of 2013 (net of allowance for doubtful
accounts of P10.3 million in 3" quarter of 2014 and December 31, 2013 and P8.6 million as
of September 30, 2013). Trade and other receivables went up by P1.8 million in 3" quarter
of 2014 as compared to 3" quarter of 2013 due to the net effect of increase of trade
receivables (P7.9 million), decrease in due from affiliates (P5.3 million), increase of in other
receivables (P1 million) and additional provision for doubtful accounts (P1.8 million). The
decrease of P8.5 million in 3 quarter of 2014 as against December 31, 2013 is due to net
effect of increase in trade receivables (P1.5 million) and decrease in other receivables (P10
million). Other receivables represent non-interest bearing receivables from third party
business partners of Polymax that are subject to liquidation and advances to related parties.
The Group reviews the carrying amount of receivables at each balance sheet date to reduce
the balance to their estimated recoverable amounts.

Prepaid expenses and other current assets amounts to P27.4 million, P21 million and
P23.4 million as of the 3" quarter of 2014, December 31, 2013 and September 30, 2013 (net
of allowance for probable losses of P14 million for all periods). The increase by P3.9 million
in 3" quarter of 2014 as against the 3™ quarter of 2013 is net effect of increase in creditable
withholding taxes (P4.9 million), decrease in input taxes (P0.2 million), decrease in
refundable deposits ( (P0.2 million) and decrease in other prepayments (P0.6 million).
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The increase of P6.4 million in 3™ quarter of 2014 as against December 31, 2013 is due to
net effect of increase in creditable withholding taxes (P4 million), increase in input tax (P0.8
million) and increase in other prepayments (P1.5 million). The Group reviews the carrying
amount at each balance sheet to reduce the balance to their estimated recoverable
amounts.

Asset held for sale amounting to P960.4 million, P960.3 million and P955.6 million as of

September 30, 2014, December 31, 2013 and September 30, 2013 (which constitute 89%
respectively of the Groupds total assets as sai
t h e Grspeuig gugose entity incorporated in British Virgin Island solely for the purpose

of acquiring the petrochemical plant of NPC Alliance Corporation (NPCA). The increase of

P4.8 million and P0.1 million in 3™ quarter of 2014 as against 3™ quarter of 2013 and

December 31, 2013, respectively, pertains to additional advances in relation to the expenses

of Polymax for its pending litigation and outstanding loan from outside parties and past due

liabilities.

On March 18, 2006 and September 20, 2006, 40% and 2 0 %, respectivel vy, of
interest in NPCA was sold. Thereafter management decided to discontinue operations and
cease operating as a going concern. The remaining 40% interest which is for sale is valued
at P900 million, which is the estimated recoverable amount from the sale of investment. The

realization of the Companyds advances to Pol ymax
liabilities for which the Company is jointly and severally liable, depends on whether sufficient
cash flows can be generat ed fr om polymaxés 40% interest in

from a letter of comfort issued by the major stockholders of the Company in favor of the
Company.

Available-for-sale-investments amounted to P6 million in September 30, 2014 and
December 31, 2013 and P7.9 million in September 30, 2013. This account includes shares
of stocks owned in publicly listed companies. The P1.9 million decrease in 3rd pertains to
decline in the value of shares of stock in the market. The fair value of these shares has been
determined directly by reference to published prices in the active market.

Property, plant and equipment amounted to P4.3 million, P1.9 million and P2.3 million in
September 30, 2014, December 31, 2013 and September 30, 2013, respectively. Net
increase in property, plant and equipment in 3" quarter of 2014 as against 3" quarter of
2013 by P2 million pertains decrease in depreciation charge for the quarter of P0.8 due to
property and equipment that was fully depreciated in 2013 and increase in additional
acquisitions of transportation and office equipment of MCLSI amounting to P1.4 million.

The increase in 3" quarter of 2014 as against December 31, 2014 by P2.4 million is due to
MCLSI additional acquisition of transportation equipment in 3" quarter of 2014.

The Group has no outstanding contractual commitments to acquire certain property and
equipment as of December 31, 2013 and 2012. In 2013 and 2012, the Group carried out a
review of the recoverable amounts of its property and equipment. The Group has determined
that there is no indication that an impairment loss has occurred on its property and
equipment.

Liabilities

Current Liabilities

Accounts payable and accrued expenses for the quarter ended September 30, 2014,
December 31, 2013 and September 30, 2013 amounted to P437 million, P426 million and
P419 million, respectively. Trade payables are noninterest bearing and have credit terms of
30 to 60 days. Accrued expense and other liabilities mainly include accruals for
manufacturing and operating expenses, other taxes payable, advances from customers and
provisions for liabilities arising in the ordinary conduct of business, which are either pending
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decision by government authorities or are being contested, the outcome of which is not
presently determinable. In the opinion of management and its legal counsel, adequate
provisions have been made to cover tax and other liabilities that may arise as a result of an
adverse decision that may be rendered.

The increase for the 3™ quarter of 2014 against 3™ quarter of 2013 by P18 million or 4% is
mainly due to (a) MAHEC recognition of finance costs on its loan for the petrochemical
project (which were passed on to Polymax) and accrual of its fixed expenses such as legal
and audit fee and administrative expenses; (b) MCLSI trade payables arising from its
trucking and warehousing operations.

Due to related parties for the 3" quarter of 2014, December 2013 and September 30, 2013
amounted to P551 million, P553 million and P552 million, respectively. The Group, in the
normal course of business, has transactions with related parties. Such transactions are
unsecured, non-interest bearing and with no definite terms of repayment period. The Group
did not provide nor received any guarantee on its transaction with related parties. The
decrease of P1 million in 3™ quarter of 2014 as against the 3™ quarter of 2013 and decrease
of P2 million as against the end of 2013 pertains to Metro Alliance settlement of advances
and offsetting of receivables and payables among the Group. Significant portion of these
advances were used to finance its planned acquisition of petrochemical plant in prior years.

Loans payable (current and long term) amounted to P3.6 milliom, P0.1 million and P4.9
million for the period ended September 30, 2014, December 31, 2013 and September 30,
2013, respectively. The account balance for 3 quar t er of 2013 per
agreements entered last July 21, 2009 for a total principal amount of P988,800 covering the
acquisition of transportation equipment. The loan is payable monthly with interest at 19% per
annum up to July 30, 2014 for the (first contract) and August 22, 2014 (for the second
contract).

Two loan contracts were entered again by MCLSI last September 18, 2014 for the
acquisition of machinery and transportation equipment. The loan is payable monthly with
interest at 19% per annum up to September 30, 2019. The loans are collateralized by
transportation equipment with carrying value of P63,448 and P138,432 as of September 30,
2014 and 2013.

Accrued retirement benefit cost amounted to P5.5 million as of September 30, 2014 and
P6.7 million as of September 30, 2013. MAHEC and MCLSI has unfunded, non-contributory
defined benefit requirement plan providing retirement benefits to all its regular employees.
An independent actuary, using the projected unit credit method, conducts an actuarial
valuation of the fund. The accrued actuarial liability is determined according to the plan
formula taking into account the years of service rendered and compensation of covered
employees as of valuation date. The decrease of P1.2 million or 18% is due to payment
made on retired employees as of the 3" quarter of 2014 and loss incurred from retirement
plan. The Group expects no contributions are to be made yet in the future years out of the
defined benefit plan obligation.

Summary of Material Trends, Events and Uncertainties
Except for the material trends, events and uncertainties described above, there are no
material trends, events and uncertainties occurred subsequently.

Events that will Trigger Direct Contingent or Financial Obligation

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

62

t

ai

ns



Material Off-balance Sheet Transactions, Arrangements, Obligations

There are no off-balance sheet transactions, arrangements, obligations, and other
relationships of the Corporation with unconsolidated entities or other persons created during
the reporting period.

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

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

Since CPDSI, AHI, FEZ-EAC and ZDI have ceased commercial operations and MCLSI is the

only operating subsi di ary among the Group, sal es will r
operations.

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

Material Changes on Line Items in the Financial Statements

Material changes on line items in the financial statements are presented under the captions
AChanges in Financi al Conditiondo and AChanges in
Effect of Seasonal Changes in the Financial Condition or Results of Operations of the

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

Undertaking

A copy of the Third Quarter Report for the period ended September 30, 2014 or SEC
Form 17-Q wi | | be made available during the Annual {

Information on Independent Accountant and other Related Matters

(1) External Audit Fees and Services

(a) Audit and related fees for Metro Alliance is P300,000 in 2013 and 2012 for expressing an
opinion on the financial statements and assistance in preparing the annual income tax
return. In addition, to bring to the attention of management, any deficiencies in internal
control and detected misstatements and fraudulent or illegal acts.

(b) Tax fees - there is no tax fees paid for the years 2013 and 2012.

(c) Other fees i there is no other fees paid for the years 2013 and 2012.

(d) Audi t committeebs approval polici egdghe and pr
committee will evaluate the proposals from known external audit firms. The review will focus

on quality of service, commitment to deadline and fees as a whole, and no one factor should
necessarily be determinable.
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(2) Changes in and disagreements with Accountants on Accounting and Financial
Disclosure

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

DIRECTORS AND EXECUTIVE OFFICERS

Please refer to Item 5, Directors and Executive Officers, of the SEC Form 20-IS.

MARKET PRICE OF AND DIVIDENDS ON REGISTRANTOS
RELATED STOCKHOLDER

Market Information

The principal mar ket of Metro Alliance Hol dings
Philippine Stock Exchange (PSE) where it was listed 1947. The high and low sales prices
by quarter for the last two (2) years, including the first three quarters of 2014 are as follows:

Class A Class B

High | Low | High | Low

2014 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
2013 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
Fourth Quarter - - - -
2012 First Quarter - - - -
Second Quarter - - - -
Third Quarter - - - -
Fourth Quarter - - - -

As observed, there are no high and sales prices for the last three years since the Philippine

Stock Exchange suspended the trading of the Company for non-compliance with the

submission of structured reports such as annual and quarterly report since 2007. (Please

refer to OMatmenair gl oTrends, Events and Uncertaint

The high, lowa n d ose mar k eAdangCli xes oi Bl wesrse AIP0O. 70 and

cl
May 17, 2007, the |l ast practicable trading date
trading last 2007.
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Holders

out standi

a) There are 306,122,449 shares
122,448,979 shares are C| a s s iBo. As of | tiseemite 638 haders & 0
Cl ass fAAO s hhaorledse rasndof4 03l ass ABO shares.
Metro Al | i aSteckhdders as offoctdbér 31, 2014 are as follows:
Stockholder's Name Number of Shares Percentage
Class A Class B to Total
1 | Creston Global Limited 5,678,388 18.42
2 | PCD Nominee Corporation (Filipino) 16,190,768 26,779,182 14.04
3 | Chesa Holdings, Inc. 40,500,000 13.23
4 | Pacific Wide Realty & Development Corp. 31,498,000 10.29
5 | Forum Holdings Corporation 16,376,856 13,432,644 9.11
6 | Misons Industrial and Development Corp. 22,000,000 7.19
7 | Pacific Concorde Corporation 6,329,500 9,503,908 5.17
8 | Rexlon Realty Group, Inc. 12,200,000 2,673,112 4.86
9 | Chartered Commodities Corp. 11,296,000 3.69
10 | Mizpah Holdings, Inc. 10,128,700 3.31
11 | William T. Gatchalian 2,091,000 1,481,500 1.17
12 | Pacific Rehouse Corp. 1,258,000 1,670,000 0.96
13 | Kenstar Industrial Corp. 2,312,331 0.76
14 | PCD Nominee Corporation (Non-Filipino) 2,030,952 0.66
15 | Nancy Saw 1,846,500 0.60
16 | Tin Fu Or Trajano 820,000 0.27
17 | Severin Haselmann 730,000 0.24
18 | CTBC TA#5-C184; Zuellig Corp. 684,829 0.22
19 | UBP Capital Corporation 645,000 0.21
20 | Rexlon T. Gatchalian 600,000 0.20
Others 9,562,486 55,802,793 5.40
Total 183,673,470 122,448,979 100.00
Dividends

No dividends were declared in the last two fiscal years and in the interim period.

Restriction that limits the payment of Dividends on Common Shares

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

Sales of unreqistered or exempt securities

There are no recent sales of unregistered or exempt securities.
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COMPLIANCE WITH LEADING PRACTICES ON CORPORATE GOVERNANCE

@ Metro Alliancebds Compliance Officer i s mandat
concerned to the provisions and requirements of the Manual on Corporate
Governance, and to facilitate the monitoring, the Compliance Officer has established
the ACorporate Governance Monitoring and Asses
level of compliance of the Corporation with the Amended Manual on Corporate
Governance (Manual).

(b) Metro Alliance believes that its Amended Manual on Corporate Governance is in line
with the leading practices and principles on good governance, and as such, is in full
compliance.

(o0 There were minor deviations from the Corporati
December 2005 due mainly to recent changes and business development plans.

(d) Metro Alliance will improve its Amended Manual on Corporate Governance when
appropriate and warranted, in the Board of Di |
be improved when a regulatory agency such as the SEC requires the inclusion of a
specific provision.
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HOLDINGS & EQUITIES CORP.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The management of METRO ALLIANCE HOLDINGS & EQUITIES CORP. (the Company) is
responsible for the preparation and fair presentation of the consolidated financial statements for the years
ended December 31, 2007 and 2006, including the additional components attached therein, in accordance
with the prescribed financial reporting framework indicated therein. This responsibility includes designing
and implementing internal controls relevant to the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error, selecting and
applying appropriate accounting policies, and making accounting estimates that are reasonable in the
circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the same
to the stockholders.

Uy, Singson, Abella & Co., CPAs and Sycip Gorres Velayo & Co., the independent auditors appointed by
the stockholders for the years ended December 31, 2007 and 2006, respectively, have examined the
consolidated finaneial statements of the Company and its subsidiaries in accordance with the Philippine
Standards on Auditing, and in their reports to the stockholderse_have expressed their opinions on the
fairness of presentation upon completion of such examination.

REN ;l'O B. MAGADIA E LIT-ANG
Chairman of tre Board/ Chief Executive Officer/ &ﬁie/{ Finah\/e Officer/ Treasurer
President
CTC No. 10843235 CTC No. 13783087
Issued at Makati City Issued at Quezon City
On January 13,2014 On January 04,2014

SUBSCRIBED AND SWORN TO before me this OV | | 2018 . o QUEZONCIY  ygeir,
Manila, Philippines. Affiant exhibiting to me his/her Community Tax Certificate as indicated below his/her
name and signature above.

e > Muloy -
A F. DULAY JR.
Do No. S BT

Page No. 9g 3 !;’r':'_‘hf“:f‘jm?' ko SRR 4:3018
BookNo. 7?9/ . o 2 101.07-14 G
Series of 2014 i

I

~

22nd Floor, Citibank Tower, 8741 Pases de Roxas, Makati City, Metro Manila
Trunk Line: (632) 848-0848 ¢ Fax: (632) 811-1998
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USA&Co UY SINGSON ABELLA & CO
CERTIFIED PUBLIC ACCOUNTANTS

Suite 1205 Antel Global Corporate Center
#3 Julia Vargas Avenue, Ortigas Center
Pasig City 1605, Philippines

Phone: (632) 687-6151 to 52
Fax: (632) 634-7564
E-mail: info@usacpas.com.ph
Website: WWwWw.usacpas.com.ph
INDEPENDENT AUDITOR’S REPORT ROMEC R Ho: e,

October 22, 2012, valid until December 31, 2015
SEC Accreditation No: 0005-FR-3 (Group A),
June 21, 2012, valid until June 20, 2015
The Stockholders and Board of Directors
Metro Alliance Holdings & Equities Corp. and Subsidiaries
22" Floor Citibank Tower
8741 Paseo de Roxas
Makati City

We have audited the accompanying consolidated financial statements of Metro Alliance Holdings &
Equities Corp. and its subsidiaries, which comprise the consolidated balance sheet as at
December 31, 2007, and the consolidated statement of income, statement of changes in equity and
statement of cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Management'’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

Basis for Qualified Opinion

The accounts of a special purpose entity as shown in Note 11 were excluded from the 2007
consolidated financial statements because the entity is no longer operating as a going concern and is in
the process of liquidation.
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UY SINGSON ABELLA & CO
CERTIFIED PUBLIC ACCOUNTANTS

Page 2 of 2
Qualified Opinion

In our opinion, except for the effects of the matter described in the Basis for Qualified Opinion
paragraph, the consolidated financial statements present fairly, in all material respects, the financial
position of Metro Alliance Holdings & Equities Corp., and its subsidiaries as of December 31, 2007,
and their financial performance and their cash flows for the year then ended in accordance with
Philippine Financial Reporting Standards.

Emphasis of a Matter

Without qualifying our opinion, we draw attention to Notes 2 and 11 to the consolidated financial
statements, which indicate that the Parent Company has advances to Polymax Worldwide Limited
(Polymax) of £902.2 million as of December 31, 2007, and on the other hand, Polymax has past due
liabilities of £800.4 million as of December 31, 2007, for which the Parent Company is jointly and
severally liable. The realization of the Parent Company’s advances to Polymax and the settlement of
Polymax’s past due liabilities, for which the Parent Company is jointly and severally liable, are
dependent on whether sufficient cash flows can be generated from the sale of Polymax’s remaining
40% interest in NPC Alliance Corporation and from the letter of comfort issued by the Parent
Company’s major stockholders in favor of the Parent Company. These factors may cast significant
doubt about the Parent Company’s ability to continue as a going concern. The consolidated financial
statements have been prepared assuming that the Parent Company will continue as a going concern and
do not include any adjustments that might result from the outcome of these uncertainties.
Management’s plan is to infuse additional capital to address these going concern uncertainties as
explained in Note 21b to the consolidated financial statements.

Other Matter

The consolidated financial statements of Metro Alliance Holdings & Equities Corp. and its subsidiaries
as of and for the years ended December 31, 2006 and 2005, were audited by other auditors whose
report thereon dated December 13, 2007, expressed a disclaimer of opinion on the 2006 consolidated
financial statements because of material uncertainties regarding disputed ownership interest of 60% of
the assets held for sale and the Company’s ability to settle past due obligations incurred in the
acquisition of said assets for sale. As part of our audit of the 2007 consolidated financial statements, we
also audited the adjustments described in Note 5 to the consolidated financial statements that were
applied to amend the 2006 consolidated financial statements. In our opinion, such adjustments are
appropriate and have been properly applied. We were not engaged to audit, review, or apply any
procedures to the 2006 consolidated financial statements other than with respect to the adjustments
and, accordingly, we do not express an opinion or any form of assurance on the 2006 consolidated
financial statements taken as a whole. The other auditors expressed a modified opinion on the 2005
consolidated financial statements because of a going concern uncertainty.

UY SINGSON ABELLA & CO.

Ma. Mlograe L fovcotespicit—

MA. MILAGROS F. PADERNAL
Partner
CPA Certificate No. 28591
SEC Accreditation No. 0316-AR-2 (Group A),
June 21, 2012, valid until June 20, 2015
Tax Identification No. 119-768-075
BIR Accreditation No. 07-000140-1-2013,
November 25, 2013, valid until November 24, 2016
PTR No. 9943752, February 6, 2014, Pasig City

October 10, 2014
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBS

CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2007
(With Figures for 2006 and 2005)

ARIES
1.GI.D. 8
) :
4 NqV 1/,9 2014
" 5 C nuary |

FO ADCONYEns 05 ’

restated—
Note 5)

Notes 2007 2006
ASSETS
Current Assets
Cash and cash equivalents 7 £19,745,539 £120,911,209 £160,946,962
Receivables — net 8 63,866,681 858,900,208 523,646,462
Inventories — net 9 — 237,537,491 281,836,445
Other current assets — net 10 7,797,756 32,779,283 62,453,173
91,409,976 1,250,128,191 1,028,883,042
Assets held for sale Sinlil 902,232,308 1,983,866,958 4,760,051,338
Total Current Assets 993,642,284 3,233,995,149 5,788,934,380
Noncurrent Assets
Available-for-sale investments 12 61,583,713 19,221,947 12,115,128
Property, plant and equipment
At cost — net 13 4,720,661 380,982,890 459,614,667
At revalued amounts — net 14 " — 235,799,953 239,176,933
Deferred tax assets — net 24 698,422 664,557 1,282,352
Other noncurrent assets 15 2,635,639 6,624,710 6,783,695
Total Noncurrent Assets 69,638,435 643,294,057 718,972,775
TOTAL ASSETS £1,063,280,719 £3,877,289,206 £6,507,907,155
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses 16 £389,303,992 £8906,910,462 $777,902,585
Due to related parties 20 492,427,204 494,443,670 600,808,371
Current portion of obligation under finance lease 26 2,347,694 2,684,334 3,466,643
Current portion of long-term debt 17 70,000 184,628,727 184,628,727
Loans payable 5,18 27,000,000 431,278,949 915,000,000
Liabilities under trust receipts 9 - 124,927,143 173,277,135
Other current liabilities S - - 265,450,000
Total Current Liabilities 911,148,890 2,144,873,285 2,920,533,461
Noncurrent Liabilities
Accrued retirement benefits costs 25 799,005 3,125,957 1,383,651
Obligation under finance lease - net of current
portion 26 318,834 2,666,528 5,381,387
Long-term debt - net of current portion 17 - 18,820,000 44,100,000
Deferred tax liabilities 24 - 34,065,393 44,002,059
Customer deposits - 18,032,329 16,759,798
Asset retirement obligation 19 - 609,168 541,714
Total Noncurrent Liabilities 1,117,839 77,319,375 112,168,609

Total Liabilities

912,266,729 2,222,192,660

3,032,702,070
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET

DECEMBER 31, 2007

(With Figures for 2006 and 2005)

December 31 January |
2006
(As restated—
Notes 2007 see Note 5) 200¢
Equity
Equity attributable to the equity holders of the
Parent Company
Capital stock 21 306,122,449 306,122,449 306,122,449
Additional paid-in capital 3,571,921 3,571,921 3,571,921
Excess of par value of retired treasury shares
over cost 5 - 471,467,885 3,179,451,270
Retained earnings (deficit) 5 (180,756,203) 189,924,452 (680,050,645)
Asset revaluation reserve - 30,329,391 30,298,499
Available-for-sale reserve 12 7,072,175 8,489,070 1,620,600
136,010,342 1,009,905,168 2,841,014,094
Minority interests 15,003,648 645,191,378 634,190,991
Total Equity 151,013,990 1,655,096,546 3,475,205,085
TOTAL LIABILITIES AND EQUITY £1,063,280,719 £3,877,289,206 £6,507,907,155

See accompanying Notes to Consolidated Financial Statements.
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2007

(With Figures for 2006 and 205)

200¢
(As r ¢
Notes 2007 see Note ¢ 200¢
CONTINUING OPERATIONS
NET SALES
Services P119,533,22 £140,404,61 B132,804,12
Goods 1,350,027,54 1,425,482,53
119,533,222 1,490,432,15 1,558,286,66
COST OF SALESAND SERVICES 22 9884420t 1,136,930,52 1,161,504,94
GROSS PROFIT 20,689,02 353,501,633 396,781,72
Expenses 23 (155,070,02¢ (364,484,11% (450,560,04(

Finance costs 17,18 (46,372,46: (228,458,38¢ (421,301,84¢
Loss on sale of subsidiar 17 (139,661,58¢
Interest income 8 5,703,64. 13,106,01 21,660,02
Other income 20b 16,870,24 68,333,75 14,234,92
LOSS BEFORE INCOME TAX 297,841,15 158,001,09 439,185,21
PROVISION FOR INCOME TAX
Current 24 4,205,80. 25,099,50 30,333,06
Deferred (33,865 (2,451,128 (8,869,27C
4,171,93' 22,648,37 21,463,79
LOSS FROM CONTINUING OPERATIONS 302,013,09 180,649,46 460,649,01
DISCONTINUED OPERATION 5,11 1,647,170,95 13,357,75
NET LOSS P302,013,09 P1,827820,41. P474,006,76
Net Loss Attributable to:
Equity holders of the Parent Company B305,621,04 B1,854,266,98 £519,388,36
Minority interests (3,607,947 (26,446,57¢ (45,381,594
P302,013,09 £1,827,820,41 B474,006,76
Basic Loss Per Share 28
Loss for the year attributable to equitylders
of Parent Company P1.0C B6.0¢ B1.7C
Lossfrom continuing operations attribuibe to
equity holders of the Parent Company P1.0C B0.6¢ B1.6t

See accompanying Notes to Consolidated Financial Statements.
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF C ASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2007

(With Figures for 2006 and 2005)

2006
(As restated
Notes 2007 see Note 5 200t
CASH FLOWS FROM OPERATING
ACTIVITIES
Loss before income tax and after
discontinued operation (B297,841159 (P1,805,172,04)(P452,542,97}
Adjustments for:
Interest expense 17, 18 46,372,46 205,208,51 191,164,01
Depreciation 22,23 5,130,72 101,256,55 99,134,28
Interest income 8 (5,703,643 (13,106,018 (21,660,02¢
Dividends (431,384 (471,503 |
Unrealized foreign exchange gain (92,823 (57,538,06C (14,393,19:
Loss on discontinued operation 11 ) 1,647,170,95 13,357,75
Amortization of deferred lease payment 26 154,41 136,33: 128,71:
Gain on sale of availabfer-sale
investments 1 (3,538,420 T
Decrease (increase) in:
Receivables (24,093,66¢ (287,723,811 (64,071,257
Other current assets 4,252,85  (518,147,21€¢ (4,166,561
Inventories T 44,298,95. (89,146,117
Pension assets T (528,737 T
Resticted cash T 700 (27,572,28C
Increase (decrease) in:
Accounts payable and accrued expenses 9,865,133 988,150,52 291,487,22
Liabilities under trust receipts T (80,349,992  17,059,64
Accrued retirement benefits costs 382,47 1,326,04(  (4,005938
Income taxes paid (7,869,41¢ (17,296,140 (42,184,98¢
Dividends received 9,246,18 15,141,33. |
Net cash flows provided by (used in)
operating activities (260,627,854 218,817,97 (107,411,70:
CASH FLOWS FROM INVESTING
ACTIVITIES
Net asset of special purpose entity no longe
included in consolidation 11 471,467,88 T T
Interest received 5,685,97! 3,963,95! 4,824,57.
Decrease (increase) in other noncurrentas 15 1,137,57 526,84¢ (188,995
Dividends 431,38 471,50: i
Acquisitions of:
Available-for-sale investments 12 (50,328,26¢ T T
Asset held for sale 11 (23,439,201 T T
Property and equipment 13 (315,471 (19,292,574 (74,052,157
Proceeds from sale of availabte-sale
investments T 3,676,04. T
Disposal ofproperty and equipment T 1,00C 733,52:
Net cash flows provided by (used in)
investing activities 404,639,87 (10,653,223 (68,683,05¢
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF C ASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

(With Figures for 2006 and 2005)

2006
(As restated
Notes 2007 see Note 5 200¢
CASH FLOWS FROM FINANCING
ACTIVITIES
Interest paid (96,013,68¢ (88,132,04C (122,790,652

Proceeds from (ganent of):

Longterm debt 17  (159,628,72i (25,280,00C (25,280,00C
Obligation under finance lease 26 (2,684,334 (3,497,168  (2,819,74C
Amounts due to related parties 20 (2,016,46€ 648,384,04  (8,746,94C
Other current liabilities 16, 2C T (264450,000 279,271,44
Loans payable 18 27,000,00 (483,721,051 |
Dividends paid (11,834,482 (31,504,28¢ T
Net cash flows provided by (used in)
financing activities (245,177,698 (248,200,50t 119,634,11
NET DECREASE IN CASH AND CASH
EQUIVALENTS (101,165,67( (40,035,75: (56,460,644
CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR 120,911,20 160,946,96 217,407,60
CASH AND CASH EQUIVALENTS AT
END OF YEAR P19,745,53 £120,911,20 P160,946,96

See accompying Notes to Consolidated Financial Statements.



METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007

(With Figures for 2006 and 2005)

Attributable to Equity Holders of the Parent Company

Excess of Par
Value of
Retired Retained Asset
Additional Treasury Shares Eamings Revaluation Available-for- Minority
Capital Stock  Paid in Capital Over Cost (Deficit) Reserve sale Reserve Subtotal Interests Total Equity

As at December 31,2006 - As previously reported £306,122,449 P£3,571,921 $3,179,451,270 (P965,505,682) £30,329,391 P8.489,070 $£2,562,458419  P645,191,378  $3,207,649,797
Additional loss from discontinued operations - - - (1,565,911,004) - - (1,565,911,004) - (1,565,911,004)
Elimination of deficit of special purpose entity against

its capital reserve (Note 11) - - (2,707,983,385) 2,707,983,385 - - - - -
Reduction of interest in subsidiary of special purpose

entity due to sale = - = 13,357,753 - - 13,357,753 - 13,357,753
As at January 1, 2007 - As restated 306,122,449 3,571,921 471,467,885 189,924,452 30,329,391 8,489,070  1,009,905,168 645,191,378 1,655,096,546
Net income (loss) - - - (302,013,098) - - (302,013,098) 3,607,947 (298,405,151)
Net loss of subsidiary prior to sale - - - (50,662,877) - - (50,662,877) (40,265,696) (90,928,573)
Dividends declared by subsidiary prior to sale - - - (8,814,800) - - (8,814,800) (11,834,482) (20,649,282)
Remaining net assets of subsidiary after sale - - - (9,189,880) (30,329,391) (254,789) (39,774,060)  (581,695,499) (621,469,559)
Remaining net assets of special purpose entity no longer

included in consolidation (Note 11) - - (471,467885) - - —  (471,467,885) - (471,467,885)
Fair value adjustments (Note 12) - - - - ! - (1,162.106) (1,162,106) - (1,162,106)
As at December 31, 2007 P306,122,449 £3,571,921 P - (P180,756,203) P — P7,072,175  P136,010,342 P15,003,648 P151,013,990
As at January 1, 2006 £306,122,449 B3,571,921 $3,179,451,270 (P680,050,645) £30,298,499 P1,620,600 $£2,841,014,094  £634,190,991 3,475,205,085
Net loss (restated from £261,909,408) - - - (1,854,266,988) - ~ (1,854,266,988) 26,446,576  (1,827,820,412)
Elimination of deficit of special purpose entity against

its capital reserve (restated from nil) (Note 11) - - (2,707,983,385) 2,707,983,385 - - - - -
Reduction of interest in subsidiary of special purpose

entity due to sale (restated from nil) (Note 11) - - - 13,357,753 - F 13,357,753 - 13,357,753
Transfer of realized asset revaluation reserve to retained

eamings - - - 2,060,163 (2,060,163) = - - -
Effect of change in tax rates on asset revaluation reserve - - - - 2,931,839 - 2,931,839 3,935,902 6,867,741
Reduction of interest in a subsidiary due to

reacquisition of its own shares - - - 840,784 (840,784) - - - -
Dividends of subsidiary - - - - - - - (19,724,137) (19,724,137)
Fair value adjustments (Note 12) - - - - — 6.868.470 6.868.,470 342,046 7,210,516
As at December 31, 2006 - As restated 306,122,449 P3,571,921  P471,467.885  P189,924 452 £30,329,391 P8,489,070 £1,009,905,168  P645,191,378  £1.655,096,546
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2007

(With Figures for 2006 and 2005)

Attributable to Equity Holders of the Parent

Excess of Par
Value of
Retired Asset
Additional Treasury Shares Retained Revaluation Minority
Capital Stock Paid in Capital Over Cost Eamings (Deficit) Reserve AFS Reserve Subtotal Interests Total Equity

As at January 1, 2005 P306,122,449 23571921 B - (P170,047,019) 41,678,992 P - P181,326,343 591,408,984 £772,735,327
Net loss - - - (519,388,361) - - (519,388,361) 45,381,594 (474,006,767)
Retirement of treasury shares of special purpose entity in

exchange for property and equipment - - 3,179,451,270 - - - 3,179,451,270 - 3,179,451,270
Transfer of realized asset revaluation reserve to retained

eamings - - - 2,160,578 (2,160,578) - = = T
Effect of change in tax rates on asset revaluation reserve - - - - (1,995,758) - (1,995,758) (2,599,587) (4,595,345)
Reduction of interest in subsidiary due to reacquisition

of its own shares - - - 7,224,157 (7,224,157) - - - -
Fair value adjustments (Note 12) — - - - - 1,620,600 1,620,600 - 1,620,600
As at December 31, 2005 306,122,449 £3,571.921 P3,179.451,270  (P680,050,645) £30,298,499 21,620,600 $2841,014,094  P634,190,991  $£3.475205.085

See accompanying Notes to Consolidated Financial Statements.
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METRO ALLIANCE HOLDINGS & EQUITIES CORP.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Reporting Entity

Corporate Information

Metro Alliance Holdings & EquitiesCorp. (MAHEC or the Parent Company) is
incorporated in the Philippines. THearentCompany and its subsidiaries (collectively
referred t o) asesinvoivédhretheGrarufagute of chemicals and contract
logistics. Certain subsidiaries previouslygaged in the importation and distribution of
polypropylene resin and pharmacy managemethithased operationk 2007, the Parent
Companyds interest in the subsidiary enga

The registered office address oétharentCompany is 22nd Floor, Citibank Tower, 8741
Paseo de Roxas, Makati City.

Approval of Financial Statements
The accompanying consolidated financial statemestsof December 31, 200Were
approved and authorized for issue by the Board of Dire(B$®) onOctober 10, 2014.

2. Statusof Operations

Going Concern

The accompanying consolidated financial statements have been prepared assuming that the
Parent Company will continue as a going concern. As of December 31, 2007, the Parent
Conmpany has sigficant advances to Polymax Worldwide Limited (Polymax), a special
purpose entity incorporated in British Virgin Islands, amountingd@2.2 million, relating

to the acquisition of the petrochemical plant of Bataan Polyethylene Corporation (BPC
involving a series of acquisition transactions described in the next section below. On the
other hand, Polymax (jointly and severally with the Parent Company) has past due
liabilities, including interest and penalties amountin@&00.4 million as of December 31,
2007, which were obtained to partially finance the acquisition of petrochemical plant,
resulting from the transfer of past due bank loans as discussed in the next paragraph.

The Parent Company has also two significant past due loams, including accrued
interest and penalties, which were obtained, jointly and severally with Polymax, to
partially finance the acquisition of the petrochemical plant. In 2007, in order to reflect the
economic substance of the acquisition and relatesh lwansactions, the outstanding
balances of the past due liabilities total®66.7 million as of December 31, 2006 were
unilaterally transferred to Polymax aadp p| i ed against the Parer
Polymax (see Note 11).

Asexpla ned i n Note 11, the remaining 40% of
pl ant is for sal e. The realization of t
unconsolidated special purpose entity in 2007) and the settlement of the past due liabilities
carried in the books of Polymax, for which the Parent Company is jointly and severally
liable, depend on whethesufficient cash flows can be generated from the sale of

P o |l y mramaiing40% interest in NPC Alliance (NPCA) and from the letter of
comfort i ssued by the Parent Companyo6s ma j
Company The consolidated financial statements do not include any adjustments that might
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result from the outcome of these uncertaintAs.explained inNote 2D, managemer
planis to infuse additional capital to address this going concern uncertainty.

Acquisition Transactions

On December 4, 2003, tHearentCompany entered into a Memorandum of Agreement
(MOA) with Polymax, whereby theéParent Company confirmed the designation of
Polymax as thecquiringcompany in the proposed acquisition of the senior secured debt
papers of BPC from International Finance Corporation (IFC). Under the MO attent
Company and Polymax agreed that (a) the acquisition of the secured debt papebpeavoul
for the account and benefit of tiarentCompany; (b) the funding for the acquisition
would be provided and arranged by tarentCompany; and (c) the exercise of creditor
rights arising from the secured debts via foreclosure and takeover of #ie aE8PC
would be directed by and for the account and benefit oPdrentCompany. In addition,
theParentCompany would make certain advances to Polymax.

On December 19, 2003, Polymax and IFC entered into an Assignment and Transfer
Agreement (the Agrement) for the purchadey the formerof the senior secured debt
papers of BPC. Th@arentCompany advanced to Polymax the initial deposit of US$5
million, which was remitted to IFC for the assignment payment, pursuant to the terms of
the Agreement. On Beuary 11, 2004, IFC confirmed that it has received the full payment
for the assignment of the senior secured debt papers of BPC.

To partially finance th€@arentCo mpany 6s advances relating
the ParentCompany obtained shetérm loans from local banks (see Ndi®. With the

delay in the completion of the activities and the conditions required for the Petrochemical
Project, theParentCompany was unable to pay the bank loans on maturity dates. As of
December 31, 2006, the ammisi payable to the banks total866.7million, consisting of

the outstanding principal balanceR878.3 million and finance charges@488.4 million.

In 2007 these past due liabilities were transferred to and apptiethst the advances
made to Polymaas discussed in Note 11

Pursuant to theParentCompany o6s pl an of acquiring fu
exercising creditor rights, thearentCompany, on April 16, 2004, entered into a Share
Purchase Agreement (8P with BPC, Tybalt Investment Limited (TIL), BP Holdings
International B.V. (BPHI) and Petronas Philippines, Inc. (PRith TIL as the purchase

of the 83% interest of the foreign shareholders of B&Cagreed by the parties, the SPA

is to take effect as of

March 31, 2004, subject to closing conditions, as defined in the SPA, which the parties
have to comply with within a period of 60 days or later if the conditions are not met.

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

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

On August 9, 2005, Polymax and NPCA executed a Deed of Conveyance, transferring to
NPCA, under an asset for share swap, the same petrochemical plant in exchange for 4.8
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million shares of common stock of NPCA with a total par valuB48 billion, resulting
in 100% ownership interest of Polymax in NPCA.

On November 15, 2005, BPC and Polymax execateded of Assignment whereby BPC
transferred and conveyed to Polymax al/l
shares of common stock, Wwita total value of US$85 million, in exchange for the

di scharge of a portion of BPCOs secured
up to the extent of the value of the shares transferred. Polymax retired the said shares 10
days from the date thedad of Assignment.

On December 16, 2005, Polymax, NPCI, Petrochemical Industries Investment Company
(PIIC) and theParentCompany entered into an amended SPA whereby NPCI and PIIC
wi || purchase 40% and 20% of NPCAOGren s ha
Polymax. In addition to the conditions set forth in the original SPA, the amended SPA also
involves advances to be provided by NPCI amounting to US$15 million representing an
advance payment which may be used to fund the bona fide third party cOHRECASf or

BPC for the recommissioning, operation and maintenance of the petrochemical plant or
such other third party cost or expenses, taxes or duties as agreed between Polymax anc
NPCI.

On the same date, thHearentCompany, NPCI and PIIC entered into aa@Gntee and
Indemnity Agreement whereby th@arent Company irrevocably and unconditionally
guaranteed the prompt performance and observance by Polymax and the payment on
demand by Polymax of all moneys, obligations and liabilities which are now or atany t

after the execution of the agreement become due from or owning or incurred by Polymax

under or in connection with any ofPatefte ST
Company al so guaranteed that it f®ithwaered be
principal debtor, i f Polymaxbés obligation

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

On the same date, Polymax and NPCI executed a Deed of Absolute Sale whereby Polymax
sold, transferred and conveyed to NPCI all théntagtitle and interest in 19,090,000
NPCA shares of common stock, equivalent to 40% ownership interest, for a consideration
of 21.91 billion.

On September 11, 2006, Polymax, NPCI, PIIC, PaeentCompany and NPCA entered

into another Agreemerof Variation (September 2006 Variation Agreement) to further
vary and amend the terms of the ARSPA ani
amended and varied by the March 2006 Variation Agreement). Polymax, in accordance
with its obligations undethe ARSPA, had notified NPCI and PIIC that it is aware that
certain conditions will not be fulfilled by April 30, 2006. As a result, the parties agreed to
transfer to PIIC the 9,545,000 NPCA shares of common stock prior to completion, while
certain condions will become conditions subsequent to be completed on December 31,
2006.
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On September 20, 2006, Polymax and PIIC executed a Deed of Absolute Sale whereby
Polymax sold, transferred and conveyed to PIIC all the rights, title and interest in
9,545,000 WPCA shares of common stock, equivalent to 20% ownership interest, for a
consideration 0P954.5 million.

On December 31, 2006, the ARSPA Variation Agreement expired with the conditions
subsequent remaining unsettled. Nevertheless NPCI and t®GHkl control of the
petrochemical plant resulting in a dispute with f@entCompany and Polymax who
considered the sale of Polymaxds 40% and
and PCIJ respectivelyas null and void.

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

Subsequently on August 27, 2013, the Parent Company and Polymax entered into a
Settlement Agreement with NPCI, PIIC and NAC to resolve fully and finally the dispute
arising from the uncompleted acquisition transactions described above. Under the
agreement, NPCI shall, among others, pay Polymax the remaining balance of the purchase
price of the 60% NPCA shares, net of deductions agreed by the parties. Simultaneous with
the executin of the agreement, Polymax shall also sell to NPCI an additional 20% of
Pol ymaxds interest i n NPCA from the remai
million or its equivalent in Philippine peso. In September 2013 and August 2014, the
remaining balace due to Polymax was paid by NCPI and the 20% interest of Polymax in
NPCA was sold to NCPI, respectively, in accordance with the agreement.

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

. Summary of Significant Accounting Policies

Statement of Compliance

The consolidated financial statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS) approved byPthiéppine Financial Reporting
Standards CouncfPFRSC)and the SEC.

The consolidatefinancial statements have been prepared on accrual basis using historical
cost basisexcept for availabléor-sale (AFS) financial assetshat are measured at fair

value and land and land improvements and buildings and improvemiith are stated

at appraised value in 2006. The consolidated financial statements are presented in
Philippine peso, which is the Groupbs fur
rounded to the nearest million, except when otherwise indicated.

Basis of Consolidatio

The consolidated financial statements comprise the financial statements Bardm
Company, Metro Alliance Holdings and Equities Corp., and the following subsidiaries and
a special purpose entity:
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Percentage of Ownership

2007 2006

Operating shsidiaries:

GAC Logistics, Inc. (GAC) 51.00 51.00

Mabuhay Vinyl Corporation (MVC) - 42.69
Non-operating subsidiaries:

Consumer Products Distribution Services, |  100.00 100.00
(CPDSI)

FEZ-EAC Holdings, Inc. (FEZAC) 100.00 100.00

Zuellig Distributors, Inc. (ZDI) 100.00 100.00

Asia Healthcare, Inc. (AHI) 60.00 60.00
Special purpose entity:

Polymax - 100.00

A subsidiary is an entity in which thBarentCompany has control. Subsidiaries are
consolidated from the daten which control is transferred to tiarentCompany and

cease to be consolidated from the date on which control is transferred outReréme
Company. An SPE is consolidated from the date on which the substance of the relationship
between theParentCompany and the SPE indicates that the SPE is controlled by the
ParentCompany.

In 2007, theParentCompany sold its08% interestin MVC, retaining8.61% which was
reclassified to AFS investments. In 2006 and 2005 PdentCompany was the single
bigoest stockholder in MVC and holds the <c
management decided to exclude Polymax from the 2007 consolidated financial statements
because it has ceased operating as a going concern.

Consolidated financial statement® grepared using uniform accounting policies for like
transactions and other events in similar circumstances. Intercompany balances and
transactions, including intercompany profits and unrealized profits and losses, are
eliminated in full.

Minority Interests

Minority interest represents the interest in subsidiaries which are not owned, directly or
indirectly through subsidiaries, by tRarentCompany. If losses applicable to the minority
interest in a consolidated eaguithisthasubsidiayy, e x c
the excess and any further losses applicable to minority interest, are charged against the
majority interestexcept to the extent that the minority has a binding obligation to, and is
able to, make good of the losses. If thessgilary subsequently reports profits, the majority
interest is allocated all such profits ur
by the majority interest has been recovered.

Adoption of New Standards, Amendments to Standards and lketi@ipns
The PFRSC approved the adoption of new standards, amendments to standards, and
interpretations.

Amendments to Standards and Interpretations Adopted in 2007

Starting January 1, 2007, the Group adopted the following new and amended PAS and
Philippine Interpretations from International Financial Reporting Interpretation Committee
(IFRIC):
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A PFRS 7, Financial Instruments: Disclosuresrequires disclosures about the
significance of financi al i nstrument s
performance, and quantitative and qualitative disclosures on the nature and extent of
risks. Adoption of this standard resulted in the inclusion of additional disclosures such
as credit risk concentrations, contractual maturity analysis of financial tiediand
market sensitivity analysis (Not@9 and30).

A Amendment to PAS 1Presentation of Financial Statement<apital Disclosures,
requires additional disclosures regardi
for managing capital; quaraitive data about what the entity regards as capital;
whether the entity has complied with any capital requirements; and if it has not
complied, the consequences of such -nompliance. Adoption of this standard
resulted in the inclusion of additional digslres in the consolidated financial
statements (Not80).

A Philippine InterpretationlFRIC 10, Interim Financial Reporting and Impairment,
prohibits the reversal of impairment losses on goodwill and avaitableale
investments recognized in interim dimcial reports even if the impairment is no longer
present at the balance sheet date. This interpretation has no impact on the consolidatec
financial statements.

Future Changes in Accounting Policies

A number of new standards and amendments to stanaiaddisiterpretations are effective

for annual periods beginning after Januhrg008, and have not been early adopted. None

of these is expected to have a significant effect on the consolidated financial statements of
the Group, except the following settdaelow.

Effective2009

A PFRS 80perating Segment#.will replace PAS 14Segment Reportingnd adopts a
full management approach to identifying, measuring and disclosingesiodts of an
entityos operating segment s. e that evhich nf o
management uses internally for evaluating the performance of operating segments and
allocating resources to those segments. Such information may be different from that
reported in the considated balance sheet and consolidated statemieincome and
the Group will provide explanations and reconciliations of the differences. This
standard is only applicable to an entity that has debt or equity instruments that are
traded in a public market or that files (or is in the process of filing) itsatmlated
financial statements with a securities commission or similar party.

A Amendment to PAS 1Presentation of Financial Statements.introduces a new
statement of comprehensive income that combines all items of income and expenses
recognized inthg r of i t or |l oss together with 6o
Entities may choose to present all items in one statement, or to present two linked
statements, a separate statement of income and a statement of comprehensive income
This Amendment also geiires additional requirements in the presentation of the
consolidated balance sheet and equity as well as additional disclosures to be included
in the consolidated financial statements.

A Amendment to PAS 23Borrowing CostsThe Standard has e revisedo require
capitalization of borrowing costs when such costs relate to a qualifying asset. A
gualifying asset is an asset that necessarily takes a substantial period of time to get
ready for its intended use or sale.
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Effective 2011

PAS 24 (AmendedRelaed Party DisclosuresThe amendment clarified the definition of

a related party. The new definitions emphasize a symmetrical view of related party
relationships and clarify the circumstances in which persons and key management
personnel affect related pwrrelationships of an entity. In addition, the amendment
introduces an exemption from the general related party disclosure requirements for
transactions with government and entities that are controlled, jointly controlled or
significantly influenced by t same government as the reporting entity.

Effective 2013

A PFRS 10Consolidated Financial StatemenBFRS 10 replaced the portion of PAS 27,
Consolidated and Separate Financial Statemetitat addressed the accounting for
consolidated financial statenten It also included the issues raised in SIC 12,
Consolidation- Special Purpose Entitie®FRS 1CGestablished a single control model
that applied to all entities including special purpose entitiescharges introduced by
PFRS 10 require managementédxrercise significant judgment to determine which
entities are controlled, and therefore, are required to be consolidated by a parent,
compared with theequirements that were in PAS 27.

A PAS 1, Presentation of Financial StatementsPresentation of Itemsf Other
Comprehensive Income or OCI (Amendmeifise amendrants to PAS 1 introduced a
grouping of items presented in OCI. Iterhatt wi | | be reclassifi
profit or loss at a future point in timedff exampé, upon derecognition or sktinent)
will be presented separately from items that will never be recycled

A PAS 19 Employee Benefits (ReviseBpr defined benefit plans, the Revised PAS 19
requires all actuarial gains and losses todm®gnized in other comprehensive income
and unested past service &6 previously recognized over the averageinggperiod
to be recognized immediately profit or loss when incurred.

The Revised PAS 19 replaced the interest cost and expected return on pgRawidsse

the concept of net interesh defined benefit liability or asset which is calculated by
multiplying the net balance sheet defined benefit liability or asset by the discount rate
used to measure the employee benefit obligation, each as at the beginning of the annual
period. The Rewed PAS 19 also amended the definition of skertn employee
benefits and requires employee benefits to be classified astshortbased on
expected timing of settlement rather th
addition, the Revigk PAS 19 modifies the timing of recognition for termination
benefits. The modification requires the termination benefits to be recognized at the
earlier of when the offer cannot be withdrawn or when the related restructuring costs
are recognized.

A PFRS 12Disclosure of Interests in Other EntitieBFRS 12 sets out the requirements
for di scl osures relating to an entityo
associates and structured entities. The requirements in PFRS 12 are more
comprehensive thathe previously existing disclosure requirements for subsidiaries
(for example, where a subsidiary is controlled with less than a majority of voting
rights).

A PFRS 13Fair Value MeasuremenPFRS 13 establiskea single source of guidance
under PFRSs faall fair value measurements. PFRS 13 does not change when an entity
is required to use fair value, but rather provides guidance on how to measure fair value
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under PFRS. PFRS 13 defines fair value as an exit price. PFRS 13 also requires
additional dsclosures.

Annual Improvements to PFR&®09- 2011 Cycle)

A PAS 1,Presentation of FinanclaStatements Clarification of theRequirements for
Comparativelnformation These amendments clarify the requirements for comparative
information that are discéed voluntarily and those that are mandatory due to
retrospective application of an accounting policy, or retrospective restatement or
reclassification of items in the financial statements. An entity must include
comparative information in the related rotéo the financial statements when it
voluntarily provides comparative information beyond the minimum required
comparative period. The additional comparative period does not need to contain a
complete set of financial statements. On the other hand, sungpodtes for the third
balance sheet (mandatory when there is a retrospective application of an accounting
policy, or retrospective restatement or reclassification of items in the financial
statements) are not requirefhe Group has included comparatirdormation in
respect of the opening statement of financial position as at Januar@€l dpe toa
retrospectivaestatement of the 2006 financial statements.

A PAS 32 Financial Instruments: PresentatiorTax Effect ofDistribution toHolders of
Equity InstrumentsThe amendment clarifies that income taxes relating to distributions
to equity holders and to transaction costs of an equity transaction are accounted for in
accordance with PAS 1lhcome Taxes

Effective 2014

PAS 36, Impairmentof Assetsi Recoverable Amount Disclosures for Neinancial
Asset§Amendmen)s These Amendments remove the unintended consequences of PFRS
13 on the disclosures required under PAS 36. In addition, these Amendments require
disclosure of the recoverable amountstfoe assets or cagjenerating units (CGUSs) for
which impairment loss has been recognized or reversed during the period.

Effective in 2015

PAS 19, Employee Benefitsi Defined Benefit Plans: Employee Contributions
(Amendmen)s The amendments apply tontributions from employees or third parties

to defined benefit plans. Contributions that are set out in the formal terms of the plan shall
be accounted for as reductions to current service costs if they are linked to service or as
part of the remeasuremis of the net defined benefit asset or liability if they are not linked

to service. Contributions that are discretionary shall be accounted for as reductions of
current service cost upon payment of these contributions to the plans.

Annual Improvements FRSs (2010 2012Cycle)

A PFRS 80perating SegmenisAggregation of Operating Segments and Reconciliation
of the Tot al of the Report abIThe aSeadmengsnt s
require entities to disclose the judgment made by managemeaggregating two or
more operating segments. This disclosure should include a brief description of the
operating segments that have been aggregated in this way and the economic indicators
that have been assessed in determining that the aggregatedngpsegiments share
similar economic characteristics. The amendments also clarify that an entity shall
provide reconciliations of the total of
assets if such amounts are regularly provided to the chief opem@décision maker.
These amendments are effective for annual periods beginning on or after July 1, 2014
and are applied retrospectively.
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A PFRS 13,Fair Value Measurement Shortterm Receivables and PayableEhe
amendment clarifies that shdaerm receiables and payables with no stated interest
rates can be held at invoice amounts when the effect of discounting is immaterial.

A PAS 24,Related Party Disclosures Key Management Personndlhe amendments
clarify that an entity is a related party of theogmg entity if the said entity, or any
member of a group for which it is a part of, provides key management personnel
services to the reporting entity or to the parent company of the reporting entity. The
amendments also clarify that a reporting enthtgittobtains management personnel
services from another entity (also referred to as management entity) is not required to
disclose the compensation paid or payable by the management entity to its employees
or directors. The reporting entity is required tsctbse the amounts incurred for the
key management personnel services provided by a separate management entity.

Cashand Cash Equivalents

Cashand cash equivaleniisclude cash on hand and in bamksl shorterm, highly liquid
investments with origial maturities of three months or less, readily convertible to known
amounts of cash and which are subject to insignificant risk of changes in value

Financial Assets and Liabilities

Date of RecognitionThe Group recognizes a financial asset or a finaeiaility in the
consolidated balance sheet when it becomes a party to the contractual provisions of the
instrument. In the case of a regular way purchase or sale of financial assets, recognition
and derecognition, as applicable, is done using settlesagmtaccounting.

Initial Recognition of Financial InstrumentBinancial instruments are recognized initially

at fair value, which is the fair value of the consideration given (in case of an asset) or
received (in case of a liability). The fair value tbk consideration given or received is
determined by reference to the transaction price or other market prices. If such market
prices are not reliably determinable, the fair value of the consideration is estimated as the
sum of all future cash paymentsreceipts, discounted using the prevailing market rate of
interest for similar instruments with similar maturities. The initial measurement of
financial instruments, except for those designated at fair value through profit and loss
(FVPL), includes transaicin cost.

Subsequent to initial recognition, the Group classifies its financial assets and liabilities in
the following categories: helgb-maturity (HTM) financial assets, AFS investments, FVPL
financial assets and loans and receivables. The classifica¢ipends on the purpose for
which the investments are acquired and whether they are quoted in an active market.
Management determines the classification of its financial assets at initial recognition and,
where allowed and appropriate;eealuates suctiesignation at every reporting date.

Determination of Fair ValueThe fair value for financial instruments traded in active
markets at the balance sheet date is based on their quoted market price or dealer price
guotations (bid price for long positionsdaask price for short positions), without any
deduction for transaction costs. When current bid and asking prices are not available, the
price of the most recent transaction provides evidence of the current fair value as long as
there has not been a sigo#nt change in economic circumstances since the time of the
transaction.
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For all other financial instruments not listed in an active market, the fair value is
determined by using appropriate valuation technigW@suation techniques include net
presentvalue techniques, comparison to similar instruments for which market observable
prices exist, optiongricing models and other relevant valuation models.

Day 1 Profit. Where the transaction price in a Ractive market is different from the fair

value ofthe other observable current market transactions in the same instrument or based
on a valuation technique whose variables include only data from observable market, the
Group recognizes the difference between the transaction price and fair value (a Day 1
Profit) in the consolidated statementinoEomeunless it qualifies for recognition as some
other type of asset. In cases where use is made of data which is not observable, the
difference between the transaction price and model value is only recognizbé in
consolidated statements of income when the inputs become observable or when the
instrument is derecognized. For each transaction, the Group determines the appropriate
met hod of recognizing the O6day 16 profit

Financial Assets
Financial Assets taFVPL. Financial assets at FVPL include financial assets held for
trading and financial assets designated upon initial recognition at FVPL.

Financial assets are classified as held for trading if they are acquired for the purpose of
selling in the near ten. Gains or losses on investments held for trading are recognized in
the consolidated statement of income.

Financial assets may be designated by management at initial recognition at FVPL, when

any of the following criteria is met:

A the designation elimates or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the assets or recognizing gains or losses on a
different basis; or

A the assets are part of a group of financial assets, financial liabilities or both wéich a
managed and their performance are evaluated on a fair value basis, in accordance with
a documented risk management or investment strategy; or

A the financial instrument contains an embedded derivative, unless the embedded
derivative does not significagtimodify the cash flows or it is clear, with little or no
analysis, that it would not be separately recorded.

The Group has no financial assets at FVPL as of December 31, 2007 and 2006.

Loans and Receivabletoans and eceivablesare nonderivative firancial assets with

fixed or determinable payments that are not quoted in an active market. They are not
entered into with the intention of immediate or sHertn resale and are not designated as
AFS or financial asset at FVPL. Receivables are carriechsit ar amortized cost, less
impairment in value. Amortization is determined using the effective interest method.

The Gr ouandcash eqaigalentsgceivablesand refundable deposits (included in
other current assets and other noncurrent asseisicluded in this category.

HTM InvestmentddTM investments are quoted nolerivative financial assets with fixed
or determinabl e payments and fixed matur.i
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positive intention and ability to hold to maturity. h&te the Group sells other than an
insignificant amount of HTM investments, the entire category would be tainted and
classified as AFS investments. After initial measurement, these investments are measured
at amortized cost using the effective interesthoeéf less impairment in value. Amortized

cost is calculated by taking into account any discount or premium on acquisition and fees
that is an integral part of the effective interest rate.

Gains and losses are recognized in the consolidated statemergsratioms when the
HTM investments are derecognized or impaired, as well as through the amortization
process.

The Group has no HTM investments as of December 31, 2007 and 2006.

AFS Investment#AFS investments are naterivative financial assets that atesignated

in this category or are not classified in any of the other categories. Subsequent to initial
recognition, AFS investments are carried at fair value in the consolidated balance sheet.
Changes in the fair value of such assets are reported ireghity section of the
consolidated balance sheet until the investment is derecognized or the investment is
determined to be impaired. On derecognition or impairment, the cumulative gain or loss
previously reported in equity is transferred to the consadlatatement of income.
Interest earned on holding AFS investments are recognized in the consolidated statement
of income using effective interest rate.

The Groupos i nvest meatdgsizedunder tkee gawvailablegfor-salee ¢ u r |
investmentsaccount are classified under this category.

Financial Liabilities

Financial Liabilities at FVPL.Financial liabilities are classified in this category if these
result from trading activities or derivative transactions that are not accounted for as
accountinghedges, or when the Group elects to designate a financial liability under this
category.

The Group has no derivative assets as of December 31, 2007 and 2006.

Other Financial Liabilities.This category pertains to financial liabilities that are not held
for trading or not designated at FVPL upon the inception of the liability. These include
liabilities arising from operations or borrowings.

Financial liabilities are recognized initially at fair value and are subsequently carried at
amortized cost, takinmto account the impact of applying the effective interest method of
amortization (or accretion) for any related premium, discount and any directly attributable
transaction costs.

Included in this categoryaret h e G raccoupt® payable and accrued eqss
(excluding government payables and reserves for contingencies), due to affiliates,
obligation under finance leasépngterm debt loans payable liabilities under trust
receipts and customer deposits

Derecognition of Financial Assets and Liabdsi
Financial AssetsA financial asset (or, where applicable, a part of a financial asset or part
of a group of similar financial assets) is derecognized when:
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A the rights to receive cash flows from the asset have expired;

A the Group retains the right teaeive cash flows from the asset, but has assumed an
obligation topay themin full without materialdelayto a third partyunderafip a s s
t h r o wgangement; or

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

When the Group has transferred its rights @oeive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset, the asse
is recognized to the extent of the Groupé

Financial Liabilities. A financial liability is derecognized when the obligation under the
liability is discharged or cancelled or expired.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liakalieysubstantially modified,

such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in profit or loss.

Impairmentof Financial Assets
The Group assesses at balance sheet date whether a financial asset or group of financia
assets is impaired.

Assets Carried at Amortized CoBtthere is objective evidence that an impairment loss on
loans and receivables carried atatized cost has been incurred, the amount of loss is
measured as the difference between the a
estimated future cash flows (excluding future credit losses) discounted at the financial
asset 6s o veiirgerest aake (i.e.f theeeffettive interest rate computed at initial
recognition). The carrying amount of the asset shall be reduced either directly or through
use of an allowance account. The amount of loss shall be recognized in the consolidated
statenents of income.

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for
financial assets that are not individually significantit lfs determined that no objective
evidence of impairment exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial assets with similar credit risk
characteristics and that group of ficégal assets is collectively assessed for impairment.
Assets that are individually assessed for impairment and for which an impairment loss is or
continues to be recognized are not included in a collective assessment of impairment.

If, in a subsequent ped, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed. Any subsequent reversal of an
impairment loss isecognized in the consolidated statement of income, to the extent that
the carrying value of the asset does not exceed its amortized cost at the reversal date.
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Assets Carried at Codf.there is objective evidence of an impairment loss on an unquoted
equty instrument that is not carried at fair value because its fair value cannot be reliably
measured, or of a derivative asset that is linked to and must be settled by delivery of such
an unquoted equity instrument, the amount of the loss is measured dgféhence

bet ween the assetds carrying amount and
discounted at the current market rate of return for a similar financial asset.

AFS Financial Assetdf an AFS financial asset is impaired, an amount ciosimy the
difference between the cost (net of any principal payment and amortization) and its current
fair value, less any impairment loss on that financial asset previously recognized in the
consolidated statement of income, is transferred from equttyetaonsolidated statement

of income. Reversals in respect of equity instruments classified as AFS are not recognized
in profit. Reversals of impairment losses on debt instruments are reversed through profit
or loss, if the increase in fair value of timstrument can be objectively related to an event
occurring after the impairment loss was recognized in profit or loss.

Classification of Financial Instrumertetween Debt and Equity
A financial instrument is classified as debt if it provides for a conted obligation to:

A deliver cash or another financial asset to another entity; or
A exchange financial assets or financial liabilities with another entity under conditions
that are potentially unfavorable to the Group; or

A satisfy the obligation other thaby the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares.

If the Group does not have an unconditional right to avoid delivering cash or another
financial asset to settle its contractual obligation,dhlgation meets the definition of a
financial liability.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated balance sheet if, and only if, there is a currently eafde legal right to

offset the recognized amounts and there is an intention to settle on a net basis, or to realize
the asset and settle the liability simultaneously. This is not generally the case with master
netting agreements, and the related assets l@abilities are presented gross in the
consolidated balance sheet.

Asset Held for Sale

An asset is classified as asset held for sale vifserarrying amount is to be recovered
principally through a sale transaction rather than through continuing asa aale is
highly probable. Asset held for sale is stated at the lower of its carrying amount and fair
value less costs to sell.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is determined
using the moving averagmethod. Net realizable value for finished goods, wark
process and raw materials is the estimated costs necessary to make the sale, while ne
realizable valudor other materials and supplies is the replacement cost. In determining the
net realizable Mae, theGroup considers any adjustment necessary for obsolescence.
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Property, Plant and Equipment

Property, plant and equipment (except for laamttl improvementsand buildings and
improvements) are stated at cost less accumulated depreciation and amgnémipan
value.

The initial cost of property, plant and equipment consists of its purchase price, including
import duties, taxes and any directly attributable costs in bringing the asset to its working
condition and location for its intended use. Cako includes: (a) interest and other
financing charges on borrowed funds used to finance the acquisition of property, plant and
equipment to the extent incurred during the period of installation and construction; and (b)
asset retirement obligation specilly for property and equipment installed/constructed on

the leased properties. Expenditures incurred after the fixed assets have been put into
operation, such as repairs and maintenance costs, are normally charged to income in the
period such costs arecurred. In situations where it can be clearly demonstrated that the
expenditures have resulted in an increase in the future economic benefits expected to be
obtained from the use of an item of property, plant and equipment beyond its originally
assessedtandard of performance, the expenditures are capitalized as an additional cost of
property, plant and equipment.

Land and buildings and improvements are stated at revalued amounts based on the fair
market value of the property, as determined by an inckp¥ firm of appraisers as of
December 16, 2006. The increase in the valuation of land, net of deferred income tax
liability, is credited tothe fAsset RevaluationReservé account i n the
statement of changes i sposalttiieadiehant|parteom d@f the e g
revaluation increment realized in respect of the previous valuation will be released from
the revaluation increment directly to retained earnings. Decreases that offset previous
increases in respect of the same proparéycharge against the revaluation increment; all
other decreases are charged against current operations.

As the revalued asset is realized through depreciation, the revaluation increment, net of the
related deferred income tax liability, is transfertedetained earnings at an amount equal

to the difference between the depreciation on the revalued asset and the depreciation base
on the cost of the same asset.

Depreciation of property, plant and equipment commences once the fixed assets are
availablefor use and is calculated on a straiihé basis over the following estimated
useful lives:

Number of Years

Landandimprovements 5-10
Buildings and improvements 5-20
Machinery and equipment 3-10
Office furniture, fixtures and equipment 2-5

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

When an asset is sold or retired, its cost and related accumulated depreciation and any
impairment in value are eliminated from the accounts. Any gain or loss resulting from its
disposal is credited to or charged against currpataiions.
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Construction in Progress

Construction in progress represents plant expansion project under construction and is
statel at cost, including cost of construction, machinery and equipment under installation
and other related costs. Construction inguess is not depreciated until such time as the
relevant assets are completed and ready for operational use. Interest costs on borrowings
used to finance the construction of the project are accumulated under this account. Interest
costs are capitalized tihthe project is completed and becomes operational. The
capitalized interest is amortized over the estimated useful life of the related assets.

Asset Retirement Obligation

MVC is legally required under variolsase agreements to dismantle the instalatand

restore the leased sites at the end of the lease contract term. MVC recognizes the fair value
of the liability for these obligations and capitalizes the present value of these costs as part
of the balance of the related properpfant and equipmet accounts, which are being
depreciated on a straighme basis over the lower of the useful life of the related asset or
the lease term.

Impairment of Norinancial Asset with Definite Useful Life

The carrying value of equipment is reviewed for impaintnwhen events or changes in
circumstances indicate that the carrying value may not be recoverable. If any such
indication exists, and if the carrying value exceeds the estimated recoverable amount, the
assets or caspenerating units are written down tbeir recoverable amounts. The
recoverable amount of the asset is the greater of fair value less costs to sell or value in use.
The fair value less costs to sell is the amount obtainable from the sale of an asset in an
armdés | engt h tr aledgeale, wiling patiies,tlessecests ofldisposal. In
assessing value in use, the estimated future cash flows are discounted to their present valu
using a predax discount rate that reflects current market assessments of the time value of
money and theisks specific to the asset. For an asset that does not generate largely
independent cash inflows, the recoverable amount is determined for thgeceshting

unit to which the asset belongs. Impairment losses of continuing operations are recognized
in the consolidated statement of income in those expense categories consistent with the
function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that
previously recognized impairment losses may no loegést or may have decreased. If

such indication exists, the recoverable amount is estimated. A previously recognized
impairment loss is reversed only if there has been a change in the estimates used to
determine the asset 0s srimpaionentlosaWwas ecognimen.ufn t
that is the case, the carrying amount of the asset is increased to its recoverable amount
That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation and amortizatiad no impairment loss been recognized

for the asset in prior years. Such reversal is recognized in profit or loss. After such a
reversal, the depreciation and amortization charge is adjusted in future periods to allocate
the asset ds r etlessangresidaat valye, an @ systematic basis over its
remaining useful life.

Equity

Capital stock is measured at par value for all shares issued. Proceeds of consideration
received in excess of par value are recognized as additionahpzagital.
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Revenue

Revenue is recognized to the extent that is probable that the economic benefits associatec
with the transaction will flow to the Group and the revenue can be measured reliably.
Revenue is recognized as follows:

Sale ofGoods
Revenue from sal of goods is recognized when the goods are delivered to and
accepted by customers.

Logistics andOther Services
Revenue is recognized when the related services are rendered.

Interest

Interest income is recognized as it accrues. Interest income inthedashortization of

any discount or premium or other differences between the initial carrying amount of an
interestbearing instrument and its amount at maturity calculated on an effective
interest rate basis.

Rentallncome
Rental income is recognized arstraightline basis over the lease term.

DividendIncome
Dividend income is recognized when the right to receive the payment is established.

Expenses
Expenses are recognized as incurred.

Leases

The determination of whether an arrangement is, or contailease is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangemel
conveys a right to use the asset.

Finance leases wth transfer to the Group substantially all the risks and benefits
incidental to ownership of the leased item, are capitalized at the inception of the lease at
the fair value of the leased property or, if lower, at the present value of the minimum lease
payments. Lease payments are apportioned between the finance charges and reduction o
the lease liability so as to achieve a constant rate of interest on the remaining balance of
the liability. Finance charges are reflected indbesolidatedstatement of ioome.

Capitalized leased assets are depreciated over the shorter of the estimated useful life of the
asset and the lease term, if there is no reasonable certainty that the Group will obtain
ownership by the end of the lease term.

Leases which do not trafer to the Group substantially all the risks and benefits of
ownership of the asset are classified as operating leases. Operating lease payments ar
recognized as an expense in tomsolidatedstatement of income on a straidinte basis

over the leaseetm. Associated costs such as maintenance and insurance are expensed as
incurred.

Borrowing Costs

Borrowing costs are generally expensed as incurred. Borrowing costs are capitalized if
they are directly attributable to the acquisition or construction ofualifying asset.
Capitalization of borrowing costs commences when the activities to prepare the asset are in
progress and expenditures and borrowing costs are being incurred. Borrowing costs are
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capitalized until the assets are substantially ready feir thtended use. If the carrying
amount of the asset exceeds its recoverable amount, an impairment loss is recognized.

Retirement Benefits Costs

The Parent Company, MVC and GA@ovide for estimated retirement benefits to be paid
under Republic Act (RANo. 7641 totheir permanent employeeMVC and GAC have
funded, norcontributory defined benefit retirement psanadministered by trustse
covering their permanent employees. The cost of providing benefits under the defined
benefit retirement plan is d@tined using the projected unit credit actuarial valuation
method.

This method reflects services rendered by employees up to the date of valuation and
i ncorporates assumptions concerning empl
are conducted ith sufficient regularity, with option to accelerate when significant changes

to underlying assumptions occur. Retirement benefit costs include current service cost,
interest cost, expected return on any plant assets, amortization of actuarial gains and
losses, past services cost and the effect of any curtailment or settlement.

The past service cost is recognized as an expense on a diredidsis over the average
period until the benefits become vested. If the benefits are already vested immediately
following the introduction of, or changes to, the retirement plan, past service cost is
recognized immediately.

The net retirement benefits liability recognized by the Group is the aggregate of the
present value of the defined benefit obligation and aetuayains and losses not
recognized reduced by past service cost not yet recognized and the fair value of plan assets
out of which the obligations are to be settled directly. The present value of the defined
benefit obligation is determined by discountitng estimated future cash outflows using
risk-free interest rates of government bonds that have terms to maturity approximating the
terms of the related retirement benefits liability.

The net retirement benefits assets recognized by GAC in respectr@dipénsion plan is

the lower of: (a) the present value of the defined benefit obligation at the balance sheet
date less the fair value of the plan assets, together with adjustments for unrecognized
actuarial gains or losses and past service cost thatbghedcognized in later periods; or

(b) the total of any cumulative unrecognized net actuarial losses and past service cost and
present value of any economic benefits available in the form of refunds from the plan or
reduction in the future contributions the plan.

Actuarial gains and losses from retirement benefit costs are recognized as income or
expense if the cumulative unrecognized actuarial gains and losses at the end of the
previous reporting period exceeded the greater of the 10% of the prekenof defined

benefit obligation or 10% of the fair value of the plan assets. These gains and losses are
recognized over the expected average remaining working life of the employees
participating in the plan.

Foreign Currency Transactisand Translatins

Transactions denominated in foreign currency are recorded in Philippine peso using the
prevailing exchange rate at the date of the transaction. Outstanding monetary assets anc
liabilities denominated in foreign currencies are translated to Philipggee psing the
prevailing exchange rate at balance sheet date. Foreign exchange gains or losses arisin
from the translation at balance sheet date or settlement of monetary items at rates different
from those at which they were initially recorded are ceebltb or charged against current
operations.
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Income Tax

Income tax for the year comprises current and deferred income tax. Income tax is
recognized in the&onsolidatedstatement of income except to the extent that it relates to
items recognized directly iaquity, in which case it is recognized in equity.

Current Tax

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to tax authority. The tax rates and tax laws
used to comite the current tax are those that are enacted and substantively enacted as of
balance sheet date.

Deferred Tax

Deferred income tax is provided using the balance sheet liability method. Deferred tax
assets and liabilities are recognized for the future damsequences attributable to
temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes, and the carry forward tax
benefits of the net operating loss carryovBlOLCO) and the excess of minimum
corporate income tax (MCIT) over the regular corporate income tax. The amount of
deferred income tax provided is based on the expected manner of realization or settlement
of the carrying amount of assets and liabilitieshgisax rates enacted at the balance sheet
date. A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the deductible temporary differences and the
carryforward benefits of ursed NOLCO and MCIT can be utilized. Deferred tax assets
are reduced to the extent that it is no longer probable that the related tax benefit will be
realized.

Related Parties

Parties are considered to be related if one party has the ability, directigi@ctly, to

control the other party or exercise significant influence over the other party in making
financial and operating decisions. Parties are also considered to be related if they are
subject to common control or common significant influence. Reélgiarties may be
individuals or corporate entities. Transactions between related partigsrare an ar m
length basis in a manner similar to transactions withretated parties.

Earnings Per Share

Basic earnings per share computed by dividing nehcome by the weighted average
number of outstanding shares. The Parent Company has no dilutive potential common
shares that would require disclosure of diluted earnings per share in the consolidated
statement of income.

Segments
The Gr oup 6 sinessescareaecadgmzgd abdurmnaged separately according to the

nature of the products and services provided, with each segment representing a strategic
business unit that offers different products and serve different markets. Financial
information on busiess segments are presented in Note 6.

Provisions

Provisions are recognized only when the Group has (a) a present obligation (legal or
constructive) as a result of past event; (b) it is probable (i.e., more likely than not) that an
outflow of resources mbodying economic benefits will be required to settle the
obligation; and (c) a reliable estimate can be made of the amount of the obligation. If the
effect of the time value of money is material, provisions are determined by discounting the
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expected futue cash flows at a pitax rate that reflects current market assessment of the
time value of money and, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized
as interest expense. Where the Group expects a provision to be reimbursed, the
reimbursement is recognized as a separate asset but only when the receipt of the
reimbursement is virtually certain.

Contingencies
Contingent liabilities are not recognizedtheconsolidatedinancial statements. They are

disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized isdhsolidatedinancial statements but
are disclosed when anfiow of economic benefits is probable.

Events After the End of Reporting Period

Postyeare nd events that provide additional [
balance sheet date (adjusting events) are reflected in the consolidated financiaingsatem
Post yearend events that are not adjusting events are disclosed in the notes to the
consolidated financial statements when material.

4, Critical Accounting Estimates and Judgments

The preparation of the consolidated financial statements in oitjovith PFRS requires
management to makpidgments,estimates and assumptions that affect the amounts
reported in the consolidated financial statements and accompanying notgsddgrhents,
estimates and assumptions used in the accompacginsplidatd financial statements are
based upon management ds evaluation of rel
the consolidated financial statements. Actual results could differ from such estimates.
Future events may occur which will cause the judgsand assumptions used in arriving

at the estimates to change. The effects of any change in judgments and estimates are
reflected in the consolidated financial statements as these become reasonably
determinable.

Judgments
In the process of applyingther@ upbés accounting policies,

following judgments, which have the most significant effect on the amounts recognized in
the consolidated financial statements.

Consolidation of SPE

An entity is considered a SPE and included in conatitid even in cases when tRarent
Company owns lessthanchea | f or none of the SPEOs eq
relationship between tHearentCompany and the SPE indicates that the SPE is controlled

by theParentCompany. While th&arentCompany has no ownership interest in Polymax,

this SPE was included in the 2006 and 200bsolidated financial statemen&artingin

2007, the SPE was no longer consolidated because it has ceased operating as a goin
concern (see NotelL

Operating Leas€ommitment$ Group as Lessee

The Group has various operating lease agreements for their respective offices and
warehouses. The Group has determined that the risks and rewards of ownership of the
underlying properties have been retained by their respeetssors. Accordingly, these
leases are accounted forageeratingeases fee Note26).

96



Finance Lease Commitmerit&SAC as Lessee

GAC has lease agreements for certain warehouse equipment. GAC has determined that the
risks and rewards of ownership of thederlying properties have been transferred to GAC.
Accordingly, these leases are accounted fdinasceleasesgee Nots 13 and26).

Contingencies

The Group is currently involved in various legal proceedings, which are normal to its
businessas discused inNote 3. The Gr oupbs esti mate of th
proceedings and resolution of these claims have been developed in consultation with
outside counsel handling the prosecution and defense of these cases and is based upon &
analysis of ptential results. The Group does not beli¢vat these legal proceedings will

have a material adverse effect on its consolidated financial statements. It is possible
however, that changes in estimates relating to these proceedings may materially affect
reallts of operations.

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty
at the reporting period, which have a significant risk of causing material adjustment to the
carrying amounts of assetad liabilities within the next financial year, are described
below. The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimatae recognized in the period in which the estimate is
revised if the revisioraffects only that period or in the period of the revision and future
periods if the revision affects both current and future periods.

Estimating Allowance for Probable Losses

The Group reviews the carrying amounts of receivables, creditable withhotdinigzut

taxes (under other current assets) and advances to Polymax (under asset held for sale i
2007) at each balance sheet date and reduces the balance of these assets to their estimat
recoverable amounts.

Provisions for probable losses amounte®@188.3 million in 2007P49.8 million in 2006
and®4.6 million in 2005 (see Note 23).

Receivables (net of allowance for doubtful account®1af0.2 million and B10.4 million
as of December 31, 2007 aAd06 respectively amounted td63.9 million andB858.9
million as of December 31, 2007 and 2006, respectively (see Note 8).

The carrying amount of other current assets amountBd.8&million and®32.8 million as

of December 31, 2007 and 2006, respectively, as discussed in Nofdld@ance on
probable losses, mainly pertaining to creditable withholding and input taxes, amounted to
£16.2 million and B7.7 million as of Decembed1, 2007 and 2006, respectively, as
shown also in Note 10.

Advances to Polymax (under asset held for sale) amounti®@82 million as of
December 31, 200¢onstitute85% of theGr o utptd assets at the end of 200he
realization of he ParentCo mpany 6s advances to Pol ymax
due liabilities carried in the books of Polymdar which theParentCompany is jointly

and severally liable, is dependent on whether sufficient cash flows can be generated from
the stée of P o | y nramxaimieg40% interest in NPCAand from the letter of comfort

i ssued by the Parent Companybds majoms sto
discussed in Note 11.

97



Estimating Allowance for Inventory Obsolescence

Adequate provisiorfor inventory obsolescence is made by management. The amount of
estimate made by management is based on a number of factors such as age and status
inventories and t h@@ee@Sote@upbds past experien

Estimating Useful Lives and Residual ValueRmiperty, Plant and Equipment

The Group estimated the useful lives and residual values of its property, plant and
equipment based on the period over which the assets are expelotealvtolable for use.

The Group reviews annually the estimated usefusliand residual vads of equipment

based on factors that include asset utilization, internal technical evaluation, technological
changes, and anticipated use of the assets. It is possible that future results of operations
could be materially affected byhanges in these estimates brought about by changes in
factors mentioned. A reduction in the estimated useful lives of equipment would increase
depreciation expense, while an increase in the estimated useful lives would decrease
depreciation expens@s of December 31, 2007 and 2006, property, plant and equipment,
net of accumulated depreciation, amounted B4.7 million and B616.8 million,
respectively and otal depreciation expense charged to operations amount&$.1o
million in 2007,2101.3million in 2006 and®99.1 millionin 2005(see Note 13 and 1.

Evaluation ofimpairment of Noncurrent Nonfinancial Assets

The Group assesses the impairment of assets whenever events or changes in circumstance
indicate that the carrying amount of an asset may not be recoverable. Whenever the
carrying amount of an asset exceeds its recoverable amount, an impairment loss is
recogni zed. The recoverabl e amount i s t he
in use. The net selling price is the amol
length transaction while value in use is the present value of estimated future cash flows
expected to arise from the continuing use of an asset and from itsaligpohe end of its

useful life. Recoverable amounts are estimated for individual asset or, if it is not possible,
for the cash generating unit to which the asset belongs. Management believes that there
was no indication of impairment on property, pland equipment as ddecember 31,

2007 and 2006.

Asset Retirement Obligation

Property, plant and equipment in 2006 include the estimated cost of dismantlement and
restoration of depot facilitiegor which MVC is liable. The estimated dismantling cost
was based on a recent cost to dismantle facilities in North Harbor and estimated
incremental annual cost up to the end of the lease term. The estimated dismantling cost
was discounted using the prevailing market rate at the inception of the lease for an
instument with a term similar to the term of the leassset retirement obligation
amounted td@0.609 million as of December 31, 2006 (see Note 19).

Fair Value of Financial Assets and Liabilities

The Group carries certain financial assets andn@iaé liabilities at fair value, which
requires use of accounting estimates and judgment. The significant components of fair
value measurement were determined using verifiable objective evidence (i.e., quoted
market pricesand interest rates). In the casd those financial assets and financial
liabilities that have no active markets, fair values are determined using an appropriate
valuation technique. Any change in fair value of these financial assets and liabilities would
affect profit or loss and equityThe fair value of financial assets and liabilities are
enumerated in Note 29.
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Impairment of AFS Investments

The Group treats AFS financial assets as impaired when there has been a significant or
prolonged decline in the fair value below its cost or whether objective evidence of

i mpair ment exi sts. The determination of
judgment. The Group treats Asignificanto
original cost of t he iperoclsngenéthantl? manthsd In A pr
addition, he Groupevaluates other factors fAfS investmentswith no quoted bid prices
suchaschanges in the issuerds industry and
framework, technology, and other factors thti¢ct the recoverability of the investments.

Deferred Tax Assets

The Group reviews the carrying amounts of deferred taxes at each balance sheet date anc
reduces deferred income tax assets to the extent that it is no longer probable that sufficient
taxabe profit will be available to allow all or part of the deferred income tax assets to be
utilized.

Therecognizedhet deferred tax assets amounte®@o/ million as of December 31, 2007
and 2006, respectively (see Not.2

The Group did notecognize deferred income tax asseitthe Parent Company and its
nonroperating subsidiaries amounting®83.2 million andB77.5 million as of December
31, 2007 and 20Q6espectivelyas management believes that Berent Compangnd its
non-operating subsidiariesnay not have sufficient future taxable profits available to allow
utilization of these deferred income tax assstsliscussed iNote 2.

Retirement Benefits

The determination of the obligation and cost of retiremenebts is dependent on certain
assumptions used by the actuary in calculating such amounts. These assumptions are
described in Not@5 and include, among others, discount rates, salary increase rates and
expected rates of return on plan assets. Actual ke s t hat di ffer f
assumptions are accumulated and amortized over future periods and thesgiore,
generally affect the recognized expense and recorded obligation in such future periods.
While the Group believes that the assumptions asor@ble and appropriate, significant
differences in the actual experience or significant changes in the assumptions may
materially affect the retirement obligations.

The Groupds unrecogni zed B09entllionard20.4 miilioa | | o
as of December 31, 2007 and 2006, respectively. The accrued retirements loestsit
amounted to

B0.8 million andB3.1 million as of December 31, 2007 and 2006, respectively (see Note
25).

5. Restatement ofthe 2006 Consolidated Financial Statements

As stated in Note 2 on Status of Operations, the previously issued 2006 consolidated
financial statements of tHfeéarentCompany and its subsidiaries were restated to reflect the
following adjustments

a. Recognitm of | oss from a previously disput e
60% (out of 100%) interest in a petrochemical plaritich was ultimately resolved in
2013,and recognition of impairment loss on the remaining 40% interest
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b. Reductionothespeci al pur p o s ethepetrachemigabptant fromtl@%e s t
to 40% interest due to the sale mentioned above; and
c. Elimination of the deficit of a special purpose entity against its other capital reserve.

The 2006 accounts affected by the restant are as follows:

As Previously Adjustments
Account Reported Add (Deduct) As Restated

Consolidated Balance Sheet
(a) (B2,791,386,97:

Assets held for sale B5,250,819,96 (b) (475,566,03¢ P1,983,866,95

Loans payable 725,458,94 (@) (294,180,00( 431,278,94
(&) (882,540,00C

Other current liabilities 1,420,219,75 (b) (537,679,75¢ T
Equity attributable to equity (a) (1,614,666,97:

holders of the Parent Company 2,562,45841¢ (b) 62,113,72 1,009,905,16

Consolidated Statement of Income
@ 1,614,666,97

Loss from discontinued operation 81,259,94 (b) (48,755,96¢ 1,647,170,95

Consolidated Statement of Changes

in Equity

Excess of par value tfeasury

shares over costs 3,179,451,27 (¢) (2,707,983,38¢ 471,467,88

(&) (1,614,666,97:
(b) 62,113,72

Retained earnings (deficit) (965,505,682 (c) 2,707,983,38 189,924,45

The foregoing restatements have no effect orafisets, liabilities and equity as of January
1, 2006.

Segment Information

The Groupds business activititesprimailyathe ond
contract logistics and supply chain management segnmerf0O07 The Group has
previousy divested majority of its interest in chemical manufacturing and in the
petrochemical industry.

Segment Assets and Liabilities

Segment assets include all operating assets used by a segment and consist principally o
operating cash and cash equivalen¢geivables, inventories, otheurrent assetsasset

held for sale, availabléor-sale investmentand property, plant and equipment, net of
allowances and provisions. Segment liabilities include all operating liabilities and consist
principally of accouts payable, wages, taxes currently payable and accrued liapdisies

well as loan and advances payable to related and other parties

The financi al i nformation with regard to
December 31, 2007 and 2006aldor the years then endedpigesented below.
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Distribution and

Contract

2007 Logistics Others Eliminations Total
Sales
External sales P119,633,22¢ P T B T P119,533,22
Results
Segment result £11,219,514 (145,600,514 e | (B134,381,00(
Other income (expense) 208,062 (196,531,907 32,863,68t (163,460,15¢
Provision forincome tax (4,064,419) (107,520) T (4,171,939
Net income (loss) 27,363,157 (B342,239,941 £32,863,68( (P302,013,09¢
Other Information
Segment assets B54,3%7,200 £1,008,913,51¢ B i B1,063,280,71
Segment liabilities 17,343,14z 894,923,58" i 912,266,72
Capital expenditures 254,171 61,300 T 315,47:
Depreciation 4,836,413 294,315 T 5,130,72i
Noncash items other than

depreciation 61,588 (129,376,097 T (129,314,50¢
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Continuing Operations

Chemical Distribution and Special Discontinued
2006 Manufacturing  Contract Logistics ~ Purpose Enty Others Eliminations Subtotal Operation Total
Sales
External sales P1,350,027,545 P140,404,610 P T P T P i P1,49,432,155 P T P1,490,432,15¢
Results
Segment result 67,430,256 P10,939,663 (P62,224,924) (P19,843,305) (P7,284,170) (P10,982,480) (P1,647,170,950) (P1,658,153,430
Other expense (490,540) (593,462) (92,195,121) (53,178,543) (560,944) (147,018,610) i (147,018,610,
Provision for income tax (20,781,819) (4,255,177) i (167,459) 2,556,083 (22,648,372) i (22648,372)
Net income (loss) P46,157,897 6,091,024 (P154,420,045) (P73,189,307) (P5,289,031) (P180,649,462) (P1,647,170,950) (P1,827,820,412
Other Information
Segment assets P1,375,385,908 P48,648,667 P2,265,975,412 P187,279,219 i P3,877,289,206 P i $3,877,289,20¢
Segment liabilities 244,244,081 18,987,764 1,794,97,527 164,453,288 ) 2,222,192,660 ) 2,222,192,66(
Capital expenditures 17,801,086 1,491,488 i i i 19,292,574 i 19,292,574
Depreciation 88,100,462 5,385,031 i 467,969 7,303,093 101,256,555 i 101,256,55E
Noncash items other than depreciation i (563,537) (49,030,000) (15,061,709) 15,715,401 (48,939,845) i (48,939,845)
2005
Sales
External sales P1,425,482,538 P132,804,129 P T P T P T P1,558,286,667 P 1 P1,558,286,667
Results
Segment result £106,770,278 £10,210,323 (P141,506,875) (B79,473,871) £50,221,827 (B53,778,318)  (B13,357,753) (P67,136,071)
Other income (expense) 1,434,915 (2,675,181) (340,585,562) (43,785,940) 204,869 (385,406,899) T (385,406,899)
Benefit from (provision for) income tax (26,901,022) (2,351,716) i 5,415,436 2,373,505 (21,463,B7) i (21,463,797)
Net income (loss) £81,304,171 B5,183,426 (P482,092,437)  (P117,844,375) £52,800,201 (P460,649,014)  (P13,357,753)  (P474,006,767)
Other Information
Segment assets P1,492,188,640 P43,996,154 B26,566,454 £3,243,407,201  (P3,058,302,632) P1,747,855,817 P4,760,051,338 ©6,507,907,155
Segment liabilities 370,366,323 20,426,277 2,526,916,665 2,620,650,842 (2,505,657,947) 3,032,702,070 T 3,032,702,070
Capital expenditures 69,502,137 8,708,102 i i i 78,210,239  4,760,000,000 4,838,210,239
Depreciation 89,247,918 9,280,635 i 605,732 i 99,134,285 T 99,134,285
Noncashtems other than depreciation i (128,712) i (62,316,271) 57,729,790 (4,715,193) i (4,715,193)
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7. Cash and Cash Equivalents

Details of this account are as follows:

2007 200¢
Cash on hand and in banks B7,662,32¢ B57,116,31
Shortterm investments 12,083,21( 63,794,89

P19,745,53¢ P120,911,20

Cash in banks earn interest at the respective bank deposit ratedeBh@tacements are
made for varying periods of up to three months. These placements eaestiatethe
respective shoiterm placement rates.

The Group hano foreign currency denominated accounts as of December 31, 2007. The
following are the details of US dollar (US$) savings deposits and-srartplacements
as of December 31, 5.

Cash on hand and in banks US$20,02
Shortterm placements 296,52
Total 316,55¢
Exchange rate 49.0:
Amount in Peso P15,520,64

8. Receivables

The details of receivables are as follows:

2007 200¢

Notes P138,282,34 £149,316,48
Trade 24,983,038 395,288,99
Interest 3,576,42! 3,588, 75!
Due from related payt (Note 20) i 27,354,33
Others 37,206,46 293,764,19
204,048,32 869,312,75

Less allowance fgprobable losses 140,181,64 10,412,589

P63,866,68 B858,900,20

The notes receivabls payable in 365 days on demasdbject to renewal upon mutual
consent. The notes bear interest at 3.5% in 2007 and from 3.5% to 9% ROt
income from notesaceivable amounted 6.3 million in 2007 88.2 million in 2006and

B6 million in 2005 In 2007, a substantial portion of the notes receivable are considered
impaired and covered with allowance for probable losses.

Tradereceivables are neinterest bearing and have normal credit terms of 30 to 60 days.

Due from related party in 2006 represents amount receivable by Polymax from WPI.
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Other receivables pertain to advances subject for liquidation, which in 200@arIu
254.7 million noninteredbearing receivables of Polymax from third party business
partners that are subject to liquidatiar2007.

9. Inventories

The inventories as of December 31, 2086 shown belowpertain to inventories of
MVC, an enity that ceased to be a subsidiary in 2007.

At cost:

Finished goods P135,112,20
Work in process 5,079,07.
Raw materials and supplies 49,916,68
Others materials and supplies 41,933,32
232,041,29

At net realizable value:
Other materials and supplies 5,496,19!
B237,537,49

Under the terms of agreements covering liabilities under trust receipts, certain inventories
have been released to the Group in trust for the banksGilthg is accountable to the
banks for the&d inventoriesLiabilities under trust receipia 2006represent shoiterm
borrowings from a local bank to finance inventory importations and bear average annual
interest rate of 10%.

Allowance for obsolescence as of December 31, 2006 amouri2dtaenillion.

10. Other Current A ssets

Details of this account are as follows:

2007 200¢

Creditable withholding taxes P10,673,82 B15,045,15
Input taxes 4,735,65! 3,247,48.
Refundable deposits (Note 26) 2,000,00! 2,000,@0
Prepayments and others 6,566,88 20,152,00
23,976,36 40,444,63

Less allowance for probable losses 16,178,60 7,665,35!

B7,797,75 B32,779,28

11. Assets Held for Sale

Asset held for salat December 31, 200@mounting toP902,232,308which constitutes

85% of the Groupbds total eepresents sadvamees to f De
Polymax t he Parent Companybs speci al pur pose
Islands solely for the purpose of acquiring tle¢rpchemical plant of NPCA as discussed

in Note 2

104



On March 18 and September 20, 2006, Pol y meé

respectivel vy, was sol d. T h e re@ #of diseontinue Po | y n
operationscease operating as a going congcend exclude the accounts of Polymax in
the Groupds cons ol i.deaordndly, the renaaming 48% interdstat e me

of Polymax in NPCA is being offered for sale (see Note 2 for details)

The realization of t he Pymaxeand the Gettlmpeatnoly 6 s a
Pol ymaxdés past due Iliabilities related to

is jointly and severally liable, are dependent on whether sufficient cash flows can be
generated from t he s alieaterestfin NP@AInyhis eegatdandr e ma i
to ensure the recoverability of the Paren
settlement of the past due liabilities carried in the books of Polymax, for which the Parent
Company is jointly and severally liable,tRear ent Company6s maj or s
a letter of comfort in favor of the Parent Company on September 30, 2014.

Assetheld for sale at December 31, 2006 amountin®@%®83,866,958 represents the
estimated recoverable valoef Pol ymaxo6és 40% interest in NI
2005), which is for sale.

The details of losfom discontinued operations in 2006 are shown below.

Loss on sale of 60% interest in NPCA (including expenses) B957,627,15
Impairmert loss on the remaining 40% interest in NPCA 605,914,122
Foreign exchange loss on receivable arising from sale of interest it

NPCA 51,125,70
Share in net loss of NPCA 32,503,97

P1,647,170,95

Condensed unaudited financial information Rdlymax as of December 31, 2007 and

2006 is shown in the table below, with the 2006 figures restated to reflect the settlement

of the previously disputed sale of Pol ymax
2.

200¢
2007 (As restatec
Assets
Assets held for sale P1,601,925,99 £1,983,866,95
Due from related parties 290,644,21 281,456,15
Cash T 652304
Total assets 1,892,570,20 2,265,975,41
Liabilities
Liabilities related to aset held for sale 800,398,13 T
Due to Metro Alliance Holdings and Equities
Corp. 902,232,30 1,745,477,52
Other payable 49,030,00:t 49,030,00
Total liabilities 1,751,660,44 1,794,507,52
Net equity B140,909,76 P471467,88!

Assets held for sale of Polymax include its 40% interest in NPCA carri&l.404
billionandB1.714 billion as of December 31, 2007 and 2006, respectively.
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Due from related parties of Polymagpresents amount due from tiMellex group of
companies.

Liabilities related to assdield for saleof Polymax as of December 31, 2007 pertain to
the balances of the past due loarisch were obtained to finance the purchase of 100%
ownership interest in NPCA. ThearentCompany is jotly and severally liable with
Polymax with respect to these past due liabilittesdiscussed in Note 1&dse past due
liabilities amounting td@866.7 million inclusive of accruednterest as of December 31,
2006 werepreviouslycarried inthe books of thd*arentCompanybut were unilaterally
transferredto Polymax in 2007and partially applied against the advances mide
Polymax in 2007 to reflect the economic substance of the loan and acquisition
transactionsinstead of merelyheirlegal forms, as discussed in Note 2.

The decrease inetequity byB330.5million in 2007 pertains to:

Share in net loss of NPCA £310.0 million

Foreign exchange loss on dollar denominated assets held fo 36.7

Impairment los on due from related parties 26.7

Interest and penalties on past due liabilities held for sale 23.6

Reversal of overaccrual of finance cost (80.7)

Other costs and expenses 14.2
£330.5million

12. Available-for-salelnvestments

Availablefor-sale investments of the Group consist of investments in shares of Mabuhay
Vinyl Corporation (MVC), an entity that ceased to be a subsidiary in 2007, and others
that are quoted in the local stock exchange as well as investments in unlisted shares.

2007 2006

At acquisition cost B54,511,53 P10,732,87
Cumulative &ir value gains in equity 7,072,17 8,489,07!
P61,583,71 P19,221,94

In 2007, shares of stock of the group in MVC totaling 59,254,283 .esenting 8.6%
ownership interest in MVC, with a carrying valoéP50,328,26, was transferred from
investments in subsidiaries AFS investments The acquisition cost d10.7 million at
the end of 2006 includeB6.5 million pertaining to MVC which ceased to be a subsidiary
in 2007.

Unrealized loss on AFS investments in 2007 amount&] tb62,106and unrealized gain
amounted td®6,868,470in 2006 and 1,620,600 in 2005The carryng value of these
investments includaccumulated unrealized gains on AFS investment87af million
andB8.5 million as of December 31, 2007 and 2006, respectivetyich is deferred in
equity section of the consolidated balasbeet. The cumulative fair value gains in equity
at the end of 2006 @&8.5 million includesB254,789 pertaining to MVC which ceased to
be a subsidiaryn 2007.
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13. Property, Plant and Equipment- At Cost

Details of this account aes follow

2007
Office
Furniture,
Machinery anc Fixtures and Construction

Equipment Equipment in Progress Total

Cost
E

January 1 1,184,878,32 B40,112,05 85,010,13 B1,230,000,51
Acquisitions T 315,47: T 315,47:

(1,153,322,8
Disposas/retirement 8) (31,057,31) (5,010,131 (1,189,390,27}%
December 31 31,555,48 9,370,21 T 40,925,70
Accumulated

Depreciation
January 1 812,314,33 36,703,28 i 849,017,62
Depreciation 4,598,96. 531,7® | 5,130,72
Disposas/retirement (789,669,08¢  (28,274,21% T (817,943,30)
December 31 27,244,20 8,960,83! T 36,205,04
Net Book Value B4,311,27 P409,38: P T B4,720,66.
2006
Office
Furniture,
Machinery anc Fixtures and Constructior

Equipment  Equipment in Progress Total
Cost
January 1 P1,170,878,77 B39,407,98 B22,125,40 P1,232,412,16
Acquisitions 3,167,72' 652,64 14,857,29 18,677,67
Disposals/retirements (1,175,825 (409,952 T (1,585,777
Reclassification 12,007,64 461,37! (31,972,564  (19,503,54%
December 31 1,184,878,32 40,112,05 5,010,13 1,230,000,51
Accumulated

Depreciation

January 1 737,748,83 35,048,66 T 772,797,49
Depreciation 75,696,56 2,064561 T 77,761,12
Disposals/retirements (1,131,066 (409,935 T (1,541,001
December 31 812,314,33 36,703,28 T 849,017,62
Net Book Value B372,563,99 B3,408,76! B5,010,13 £380,982,89

The carrying value fowarehouse equipment that GAC leases under finance lease
agreements, included under AMachinery and



2007 200¢

Cost P15,053,63! P15,053,63

Less accumulated depreciation 12,301,16! 8,774,53

Net BookValue B2,752,47( B6,279,09!
14.Property, Plant and Equipmenti At Revalued Amounts

The propertyplant and equipment at revalued amounts as of December 31, 2006 pertain
to MVC, an entity that ceased to be a subsidiary in 2007.

Land and Buildings and
Improvements Improvements Total

Cost and Appraisal Increase

=
January 1 P193,216,24 ©196,702,91 389,919,15¢
Acquisitions T 614,90: 614,903
Disposals/retirements T (191,182 (191,182
Rechssifications 677,66¢ 18,825,87 19,503,54:
December 31 193,893,91  215,952,51 409,846,42:
Accumulated Depreciation
January 1 22,372,30  128,369,92 150,742,22¢
Depreciation 8,216,822 15,278,59 23,495,42¢
Disposals/retirements T (191,182  (191,182)
December 31 30,589,13  143,457,33 174,046,47(

=
Net Book Value P163,304,77 ©B72,495,17 235,799,95:

If the foregoing property, plant and equipment were carried at historictl less
accumulatediepreciationthe amounts would be as follows:

Buildings
Land and and
Improvement Improvement
S S Total

P

P 249,018

Cost B33,065,98! 215,952,51: 01
Less acumulated depreciation and impairme

loss 14,419,111 143,457,33¢ 157,876,552

P18,646,87. B72,495,17 P91,142,04¢
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15. Other Noncurrent Assets

Details of this account are as follows:

2007 200¢
Refundable deposits (Note 26) P1,609,05! B1,609,05!
Pension assets (Not&)2 528,73
Other noncurrent assets 1,026,58!I 4,486,91.
P2,635,63! B6,624,71!
16. Accounts Payable and AccruedExpenses
Details of this account are shown below.
2007 200¢
Trade payables P15,390,71 B50,461,07¢
Accrued expensdgdlote 20) 340,829,34 317,296,81
Accrued finance charges
Related partieéNote 20) 23506,30¢ 946,88
Local banks (Notd8) T 531,040,07
Other liabilities 9,577,63. 7,165,61.
P389,303,99. P906,910,46

Trade payables are noninterest bearing and have credit terms of 30 to 60 days.

Accrued expenses and other liabilities include provisions for liabilities arising in the
ordinary conduct of business, which are either pending decision bgrrgoent
authorities or are being contested, the outcofievhich arenot presently determinable.

In the opinion of management and its legal counsel, adequate provisions have been
provided in the consolidated financial statements, which are recordedt ag pecrued
expensedp cover tax and other liabilities that may arise as a result of an adverse decision
that may be rendered.

Provisions relate to pending claims jointly and severally against the Parent Company and
Polymax and pending claims and @ssessment solely against the Parent Comdney.
information usually required by PAS 3Rrovisions, Contingent Liabilites and
Contingent Assetss not disclosed as it may prejudice the outcome of the related claims
and tax assessments.

In 2007, accrad finance charges totalirRt88.4 million (see Note 18)elating to past

due loans obtained jointly and severally with Polymax to finance the acquisition by
Polymax of 100% interest in NPCAvereunilaterallytransferred to angartially applied

against the advances made to Polymax to reflect the economic substance of the loan and
acquisition transactions instead of mertblgir legal formns.

Other liabilities mainly pertain to payable to government agencies.



17.Long-term Debt

Details of thisaccount are shown below.

2007 200¢

a. Secured loan from a local bankvith total add

on financing charges of 49% over 48 months;

payable in monthly installments starting April

25, 2004 B70,00( B350,00(
b. Secured three and a hgia loan from a local

bank- with annual interest rate at 5% above th

91-day treasury bill rate; payable quarterly i 159,348,72
c. Secured fiveyear loan from a local bankwith

interest rate at 8.50% femefirst 92 days,

subject to quarterly adjustments thereafter,

payable in 16 equal quarterly installments unt

July 18, 2008 T 43,750,00
70,00( 203,448,722

Less current portion 70,00( 184,628,722
= T £18,820,00

a. The loan with an original principal o®0.9 million was obtained by tharent
Company to finance the acquisition of a transportation equipment. Theslsacured
by a chattel mortgage over the said transportation equipmeatded under office
furniture, fixture and equipment account in Note 13, with a carrying value of
363,636 and®654,545 as of December 31, 2007 and 2006, réspbc

b. In 2003, theParentCompany converted the remaining balance d280 million
unsecured shoterm loan in 2002 into the secured three and ayesf loan. The
loan is secured by a Deed of Chattel Mortgage over 264,536,654 MVC shatesko
owned by thé*arentCompany.

The principal payment shall be based on 100% of the cash dividends (with a
minimum annual cash dividend &0.10 per share) declared over MVC shares of
stock mortgaged, with a minimum annual principal payn®ssed on the following

schedule:
Date of Payment Amount
July 31, 2004 P55,000,00
July 31, 2005 40,000,00
July 31, 2006 84,433,14

P179,433,14

The loan agreement provides for certain restmsj with respect to, amorahers,
change in ownership structure, merger and disposition of assets, encumbrance of
assets, incurrence debt, maintenance of certain financial ratios, declaration and
payment of cash dividends and management bamasthe sale of MVC shares
mortgaged tahe bank.
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In February 2005, théarentCompany and the local bank entered into a MOA
whereby the Company offered to settle the obligation by way of assignment and
transfer to the local bank of all its rights and interests over 234,592,391 MVC shares

of stock. Howeverit was only in June 2007 that all the rights and interests on the
234,592,391 MVC shares of stock were finally assigned and transferred to the local
bank as full payment of the loan and accrued interest theresuiting in a loss d@

139. 7 million and in the Parent Companyods

c. The fiveyear loan with an outstanding balancePdf3.8 million as of December 31,
2006, perins to a loan obtained BYVC, an entity that is no longer a subsidiary in
2007. he | oan is secured by the for mer sub
equipment and furniture) in llap with carrying values oP179.4 million as of
December 31, 2006 Notes 13 and 14The proceeds of the loan were used to
partially finance the construction dhe first IEM plant and the acquisition of the
related machinery and equipment. Payment of principalahgi@ce period of one
year. Thereafterjt is payablein 16 equal quarterly installmentsof £6.2 million
startirg October31, 2004 until final maturity in July 2008. Average interest rate
in 2006 is 8%.

18.Loans Payable

The loans payable as of Decemberagd as follows:

200¢
(As restate
T see Not
2007 5)
Obtained fooperations:
a. Secured loans fromVVC (Note 20) B27,000,000 P T
b. Unsecured loans from a local banlith interest rate at
12.25%; payable on or March 31, 2004 1 35,000,00
c. Unsecured loans from a local bainlith interest rate of
9.61% in 2006 renewed on January 23, 2006 for ant
year T 18,000,00
Obtained to prtially finance acquisition of petrochemical
plant
d. Secured loans from a local bainkvith interest rate at th
bankdés prevailing | endi
June 15, 2004 1 280,000,00
e. Secured loans from a local bainkvith interest rée
ranging from 14% to 15%; payable on or April 6, 20( T 98,278,94

P27,000,00 P431,278,9:

Obtained fotOperations

a. Loan payable oB27 million as of December 31, 2007 pertains to the remaining
balance of the Pare@o mpany ds | oan o bdniedity thatoeased f r om
to be a subsidiary in 20Q0Which is the subject of a Memorandum of Agreement
(MOA) executed by the parties on January 28, 2005. The MOA provides, among
others, that the P awe€ sharesOfcstogk ahallypé assighedl mi |
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or transferred to MVC in payment of the |
amounting toP39.4 million, inclusive of interest. By virtue of a Dacion en Pago
executed by the Parent Company and MVC iA&Ghe Parent Company assigned,
transferred and conveyed its rights, interest and participation to 9 million shares in
favor of MVC in partial payment of t he
Subsequently on January 29, 2010, the Parent Company and ét¥¢lited a Deed

of Assignment with respect to these remaining 27 million shares (presented as AFS
investments in Note 12) as full payment of 8&¥.4 million outstanding obligations
(inclusive of interest) of the Parent Company. The balantieifoan amounting to

B27 million as ofDecember 31, 2006 was eliminated in @06 consolidated

balance sheet.

b. The unsecured loans from a local bank amountingg36 million also havea
provision for penalties in case of defauft payment. An additional amount
equivalent to 2% per month or a fraction of a month of the amount due, but in no
case less thaR10,000, until fully paid shall be charged to tharentCompanyas
liquidating damages. If the loans are referredah attorneyatlaw or collection
agency for collection, the further sum of 15% of the total amount due, but in no case
less thanP10,000, exclusive of costs and other judicial or extra judicial expenses,
shall also be charged. On December@3these unsecured loans were sold by the
creditor bank to an SPV comparig.2007, the loan and the related interest thereon
totaling P52.9 millionwere reclassified to the accrued expenses account.

c. The unsecured loan from a local baarkounting toP18 million was obtained by
MVC, an entity thateasedo be a subsidiary in 2007.

Related to Acquisition of Petrochemical Plant

d. The loans amounting #8280 million from a local bank are secured by shares of stock
andreal estate mortgage on properties owned by certain stockholders, directors and
officers of theParentCompany. In case of default in payment of these loans, penalty
for delinquency and liquidation damages of 2% per month based on the outstanding
principaland total amount of unpaid interest shall be charged from the date of default
until full payment of the obligation.

e. The 550 million secured loans from a local bank, with a remaining balanBe of
98.3 million as of December 31, ZQ0were obtained jointly and severally by the
ParentCompany and Polymax to partially finance the acquisition of the secured debt
papers of IFC (see Note 2). The loans are secured by real estate and chattel
mortgages on certain properties and shares ok stavned by certain stockholders
and directors of th&arentCompany and a third party, a deed of assignment on a
portion of the IFC debt papers, and suretyship of certain stockholders.

As consideration for the additional security provided by the thindyp@ fully

collaterize the said secured loamsJanuary 2004the ParentCompany executed a

Deed of Assignment in favor of the third party, which provides thatPheent

Company and Polymax assign, in favor, of the third party, 29.42% of the US$150.7
million senior debt papers of IFC, and to said extent of 29.42%RdhentCompany

and Polymaxés rights and interest in the
the polyethylene manufacturing facilities located in Mariveles, Bataan. Both
assignmentare effective upon nepayment of the loans. The assignments, however,

shall be null and voidponfull payment of the loans.
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The loan agreements provide for certain restrictions with respect to, among others,
purchase of treasury shares, encumbrances#ts, dissolution, and declaration and
payment of cash dividends. It also provides that the bank shall have the option, at its
sole discretion, to convert the loans or a portion thereof, into equity ownership of a
proportionate number of shares of eentCompany.

In case bnonpayment on due atate orviolation of any of the terms and conditions

of the loans agreements, the whole sum outstanding and unpaid amount shall become
immediately due and payable without need for demand or notice. Penalgesha
equivalent to 1.5% per month (a fraction of a month shall be counted as one month)
of principal, interest or any other amount due but unpaid shall also be charged.

On January 5, 2006, the BOD authorized BaentCompany to give consent to
Polymaxt o pl edge and/ or mortgage Pol ymax
the total issued and outstanding shares of NPCA to securatiemtC o mp any
loan obligation with the local bank.

0s ¢
0s
On January 10, 2006, thearentCompany and Polymax made a parpalyment to

the local bank amounting ®225 million of the principal an&®28.1 million of the

accrued interesOn the same date, tiRarentCompany and Polymax entered into an
amendment of the loan agreement wattocal bank wherep the ParentCompany

and Polymax shall provide additional collateral for the aitimg balance of the

principal of the loan,amountitg P325 million, in exchange for the release of the

deed of assignment on a portion of the IFC debt papers. The additmlzdéral

consiss of a deed of pledge over 40% shares of stock of NPCA equivalent to 19.1
million shares, holb ut of Pol ymaxdéds US$ ti me deposi

amounting to US$2 million and deed of assignment over the proceeds of the sale of
NPCA shares by Polymax to NPCI and PIIC up to the extelg82% million.

In February 2006, thBarentCompany was able to seek extension from the bank up
to December 29, 2006 and made a toté451.7 million principal payments rfahe
year ended December 31, 2006.

As agreed with Polymax, all finance charges incurred or may be incurred Byt
Company from th@boveloans will be for the account of Polymax as these loans were
obtained in relation to the Petrochemical PebjseeNote 2).

In 2007, the past due losuof P378.3 millionand accrued interest and penalties thereon
totaling

P488.4 million (see Note 16) or a total B866.7 million as of December 32006 (see

Note 11), whichwere obtained to partially finance the acquisition of the petrochemical
plant, were unilaterallyransferred and applied against the advances made to Polymax
in order reflect the economic substance of the loan and acquisition transansteed

of merelytheirlegal forms.
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19. Asset Retirement Obligation

This represents obligation &VC, an entity that ceased to be a subsidiary in 2007, as
follows:

2007 200¢
Balance at beginning of year P609,16¢ B541,71.
Sale of subsidiary (609,168 T
Accretion expense during the year [ 67,45«
P i P609,16¢

The accretion in 2006 i s por eisrent bd asesnal

statemendf income.

20.Related Party Transactions

Significant transatons with related parties include the following:
a. Past due bank loans and accrued interest

Past due bank loans and accrued inteotatingP866.7 million which were obtained

to partially finance the acquisition by Polymax of 100% interesNPCA, were
unilaterally transferred to and applied against the advances made to Polymax to reflect
the economic substance of the loan and acquisition transactions instead of merely
their legal forms.

b. Management consultancy agreement

The agreement, wth is for an initial period of five years up to March 31, 2004, is
between a stockholder and tRarentCompany, whereby thBarentCompany pays

the amount mutually agreed upon based on the nature of services rendered. On April
1, 2004, a new agreement wagned for an indefinite term until terminated by either
party by giving six months prior written notice. Management fees charged to
operations amounted t86 million annually from 2004. In 200the management
agreement was terminated and timpaid management fee as of December 31, 2006
totaling P16.1 million (included under accounts payable and accrued expenses) was
waivedandextinguishedy the stockholder

c. Advances to and from related parties

The amount due from a relatedrfyais unsecured, neimterest bearing and has no
definite repayment terms.

The amounts due to related parties pertain to advances provided to the Group to
finance its working capital requirements, capital expenditures, a@tddhemical
Project supportand for other investmentand have no definite repayment terms.
These are unsecured and noninterest bearing, exeepability to WPl which is
interest bearing but the relatédance charges are being charged to Polymsace

the corresponding liabileés were obtained in relation to the Petrochemical Project as
discussed in Note 18
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d. Purchases from Mitsubishi Corporation

MVC, an entity that ceased to be a subsidiary in 2@dfchasd inventories from
Mitsubishi, one of its stockholders, based on adjenmercial terms and conditions.
Total purchases from Mitsubishi amounted B350.7 million in 2006. As of
December 31, 2006, MVC has no outstanding trade payable to Mitsubishi.

e. Interestbearing shorterm loans from MVC (Note 18)

The securé loans off27 million as of December 31, 2007 was obtained from MVC,
an entity thatceasedto be a subsidiary in 2007and collateralized by 27 million
shares of the Parent Company in MVC as discussed in Note 18.

f. Payables for shared operatiegpenses
1 GAC, an operating subsidiary, is billed by a stockholder and an affiliate for its
share in marketing and information technology services. Total expense included in
other expenses (Note 23) amounted®19273,176 in 2007R1,919,789 in 2006
and B1,636,349 in 2005. The outstanding payable (included in due to related
parties) amounted t81,061,297 and P1,821,107 as of December 31, 2007 and
2006, respectively.

9 Starting in 2006, GAC Shipping Cargo Systems (Phils.), Inc, an affiliate, bills
GAC, an operating subsidiary, for share in the lease of office space, accounting
services, and other office expenses. Total charges (included in rent and utilities
and other expenses) amounted&b917,758 in 2007 an&303,412 in 2006
(Notes 22 and 23). GAC has outstanding payabR508,035 and®127,542 as of
December 31, 2007 and 2006, respectively, included under due to related parties.

g. Compensation of key amagement personnel follows:

2007 200¢ 200¢
Shortterm employee benefits B3,599,65. P16,454,37 B22,640,53
Retirement benefits (Note&bp 179,50( 753,55. 777,28.

B3,779,15. P17,207,92 B23,417,82

There are no agreements between the Group and any of its directors and key officers
providing for benefits upon termination of employment, except for such benefits to
which they may be entitled under the respectingtyd s r et i r ement pl an.

The related amounts applicable to PentCo mpany 6s transactions w
follow:

2007 200¢
Asset Held For Sale
Advances to Polymax (special purpose entity)
(Note 11) P902,232,30 B T
Due fom Related Party (Note8)
WPI P ] P27,354,33

Due to Related Parties
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2007 200¢
Under Common Control
Waterfront Philippines, Inc. (WPI) P303,497,20 £292,758,61
Acesite (Phils.) Hotel Corpation 5,971,37. 4,287,68.
Philippine Estate Corporation (PEC) T 13,487,61
Stockholders 182,308,15 183,447,50
Others 650,46 462,25¢
B492,427,20 £494,443,67
Accrued Finance ChargéNote 16)
WPI B23,104,8@ B T
MvVC 401,50( T
Other 1 946,88
B23,506,30 £946,88(
ans payable (Note 18a)
MVC P27,000,00 P T

21.Capital Stock

a. The ParentCompany s

capit

the following common shares:

a l

st ok ROO7aand 2006 cobsists ef mb e r

Cl a s 9 Blfiparvalue

Authorizedi 720,000,000 shares

Issued and outstandifigl83,673,470 shares

Number of equity holders 676 in 2007 and 2006 £183,673,47
Cl a s § Blipér value

Authorizedi 480,000,000 shares

Issued and Outstandirigl22,448,979 shares

Number of equity holders 421 in 2007 and 2006 122,448,97'

B306,122,44

The two classes of common shares are
shares are restricted to Philippine
is limitedtotwet hi rds of the total outstandi

b. On July 25, 2003, thd&arentCompany s
authorized capital stock froll.2 billion consisting of 1.2 billion shares®5 billion

conssting of

stockhol

der s

5 billion shares, both with par value Bi per shareThe
increasewas held in abeyancbecause ofthe dispute in the acquisition of the

Petrochemical Projectvhich was finally settled in 2018 discussed iNote 2.After

t he

final sett |

ement

of

t he

di

sput e,

pursue the said increase in the authorized capital stock of the Parent Company.

11¢€

de

nat.i

ng

t

Cl

approve

h e

r
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22.Cost of Sales and Services

Details of this account are shown below.

2007 200¢ 2006
Cost of services
Rent and utilities (Notes 20 and 26) P P40,555,36 PB35,418,87
41,265,53
Personnel cost (Note 25) 27,934,66 31,433,45 32,212,94
Outside services 13,813,90 16,532,10 12,043,61
Depreciation att amortization (Notes 13 an
14) 4,573,54. 5,231,56- 8,419,29!
Repairs and maintenance 2,090,47 2,502,32! 1,954,591
Communication and office supplies 2,724,10: 2,607,92
1,979,11
Others 7,186,961 9,417,27. 9,483,83!
98,844,20 108,396,17 102,141,08¢
Cost of goods sold i 1,028,534,34 1,059,363,85
P

98,844,20P1,136,930,52P1,161,504,94

Cost of goods sold pertains to MVC, an entity that ceased to be a subsidiary in 2007, and
includes depreciation amountitg®61.2million in 2006 and®59 million in 2005.

23.Expenses

Details of this account are shown below.

2007 200¢ 200¢
Provision for probable losses (Notes 8 an B4,586481
10) P138,282,34 B49,830,52
Personnel cost (Noib) 4,966,66: 51,805,14 53,597,52
Rent and utilities (Notes 20 and 26) 1,033,46' 17,998,00 18,115,61
Depreciation (Notes 13 and14) 557,18« 34,805,62 31,754,17
Taxes and licenses 15,20( 10,042,33 87,232,18
Shipping ad delivery T 143,830,46 154,324,28
Others (Note 20) 10,215,15 56,172,00 100,949,77

P155,070,02 P364,484,11 £450,560,04

Other expenses in 2007 include professional fees, communication, supplies,
transportationentertainment and others



24.Income Taxes

a. The <compone n tsprovisibn for inceme Gx asistd of the following:

2007 200¢ 200t

Current income tax
RCIT P4,157,88! B23,517,43 B28,698,09
Final tax 4791¢ 1,416,94 901,95:
MCIT 1 165,11« 733,01!
4,205,80. 25,099,50 30,333,06
Deferred tax benefit (33,865 (2,451,128 (8,869,270
P4,171,93' B22,648,37 £21,463,79

b. The reconciliation of the provision for income tax computed at the statiabomate

on loss before income tax to the provision for income tax shown in the consolidated

statements of income is as follows:

2007 2006 200t
Benefit from income tax loss at (B (B
statutory tax rate 104,244,40¢ (B55,300,38z 142,735,19¢
Additions to (reduction in) income
tax resulting from:
Nondeductible interest and othe
expenses 60,938,41C 63,268,49¢ 158,702,44
Expired NOLCO 36,144,37 15,315,78: 12,237,62
Change in unrecognized deferrt
income tax asse 15,715,46 7,913,23¢ 2,134,36.
Expired MCIT 489,85 100,82¢ 29,18¢
Effect of change in tax rate
applicable to GAC 52,02: T (791,999
Income tax holiday T (1,693,286 (7,356,221
Interest and dividends (4,923,816 (6,956,300 (756,408
B4,171,9% B22,648,37. B21,463,79
c. The components of GACOs net deferred tax
2007 200¢
Deferred tax assets:
Unamortized past sepe costs P372,83! P485,55:
Accrued leases and other nondeductible expens 136,20: 207,21¢
Allowance forprobable losses 115,57¢ 163,37t
Accrued retirement benefitosts 106,29¢ 1
730,91( 856,14!
Deferred tax liabilities:
Unrealized foreign exchange gain 32,48¢ 6,53(
Pension assets T 185,05¢
32,48¢ 191,58t
Net deferred tax assets B698,42. B664,55°
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d. The net deferred tax liabilities as of December Z106 pertain to MVC, an entity
that ceased to be a subsidiary in 2007.

Deferred tax liabilities:

Revaluation increment in property P43,762,52
Capitalized asset retirement costs 108,42:
43,870,95

Deferred tax assets:
Accrued retirenent benefits costs and unamortized past service 4,242,70!
Allowance for doubtful accounts 3,046,22
Accrued leases and other nondeductible expenses 1,463,46
Allowance for inventory obsolescence 839,94
Asset retirement obligation 213,20¢
9,806,557
Net deferred tax liabilities P34,065,39

e. Deferred tax assets of the Parent Company and itsoperating subsidiaries d&
93,233,921 and?77,518,457 as of December 31, 2007 and 2006, respectinzlg,
not been remgnized as management believes that the Parent Company and-its non
operating subsidiaries may not have sufficient taxable profits or tax liabilities against
which these deferred tax assets may be utilized.

The following summarizes the deductible tempomifferences, NOLCO and MCIT
as of December 31 for which no deferred income tax assets have been recognized.

2007 200¢

Allowance forprobable losses P148,488,21 B10,203,17
NOLCO 114,833,03 206,893,50
Accrued retirement befits costs 495,29t 416,26(
Unrealized foreign exchange loss T 2,694
263,816,54 217,515,63

MCIT 898,12¢ 1,387,98!

P264,714,67  PB218,903,61

The MCIT may be used as credit against future income tax payable as follows:

Year Incurred Year Expiring 2007 2006
2003 2006 P i P100,82¢

2004 2007 489,85 489,85

2005 2008 733,01t 733,01t

2006 2009 165,11« 165,11«
1,387,98I 1,488,81.

Expired MCIT (489,857 (100,828

P898,12¢ £1,387,98!




The NOLCO can be claimed as deduction from regular taxable income as follows:

Year Incurred Year Expiring 2007 200¢
2003 2006 P i P43,759,37

2004 2007 103,269,64 103,269,64

2005 2008 37,557,09 37,557,09

2006 2009 66,066, 76( 66,066,76

2007 2010 11,209,18 i
218,102,68 250,652,87

Expired NOLCO (103,269,64% (43,759,37%

P114,833,03 P206,893,50

f.  On May 24, 2005, RA No. 9337 was passed into law amending various provisions in
the existhg National Internal Revenue Code, initially effective July 1, 2005. Among
the changes provided for in RA No. 9337, which became effective on November 1,
2005, are as follows:

i. Increase in the corporate income tax rate from 32% to 35% until January 1, 2009
when it will be reduced to 30%;

ii. Grant of authority to the President of the Philippines to increase the addieel
tax (VAT) rate from 10% to 12% effective February 1, 2006;

iii. Expanded scope of transactions subject to VAT; and
iv. Setting of limitations onhte amounts of VAT credits that can be claimed.

The deferred tax assets and liabilities have been adjusted to reflect the relevant
corporate income tax rates.

On October 10, 2007, the Bureau of Internal Revenue issued Revenue Regulation
(RR) No. 12-2007 amending certain provisions of RR Neb®relative to the

due date within which to pay the MCIT. The computation and payment of MCIT now
applies to quarterly corporate income tax of companies.

25. Retirement Benefits Costs

The Parent Company has anfunded, noscontributory defined benefit retirement plan
providing retirement benefits to its regular employee. GAC has a funded, non
contributory defined benefit retirement plan providing retirement benefits to all its regular
employees. MVC, on the ath hand, has a funded, nroantributory defined benefit
retirement plan providing for death and retirement benefits to all its regular employees.
An independent actuary, using the projected unit credit method, conducts an actuarial
valuation of the fundsThe accrued actuarial liability is determined according to the plan
formula taking into account the years of service rendered and compensation of covered
employees as of valuation date.
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The following tables summarize the components of net retirement &pecognized in
the consolidated statement of income and the funding status and amounts recognized in
the consolidated balance sheet.

The components of retirement expense which were charged to operations are as follows:

2007 200¢ 200¢
Current service cost P633,43¢ B4,587,04. B3,475,76!
Interest cost on benefit obligation 210,39« 9,114,19! 8,518,91°
Net actuarial loss recognized 110,00( 97,94: 379,70(
Expected return on plan assets (173,126 (7,151,262 (5,287,549
Past service cost C 1,223,04 C
Net retirement benefits costs 780,70: 7,870,96! 7,086,83:
Curtailment gan (loss) 130,78( (194,622 C
Total retirement expense P911,48: B7,676,34. B7,086,83:

In 2006 and 2005, the retirement expense includes that of MK @ntity that ceased to
be a subsidiary in 2007The details of the teement asset (liability) benefits recognized
in the consolidated balance sheet are as follows:

2007 200€

Present value of benefit obligation P3,223,57. P117,001,13
Present value of plan assets (1,562,833 (94,304,77%
1,660,74! 22,696,35

Unrecognized net actuarial losses (861,735 (20,099,13€
Net liability of the Group P799,00! B2,597,22
Asset recognized P T P528,73
Liability recognized P799,00! PB3,125,95

Changes in present value of retirement obligation are as follows:

2007 200¢
Present value of obligation at beginning of year P117,001,13 B83/056,85
Disposal of subsidiary MVC (113,300,972 T
Current service cost 633,43 4,587,04:
Interest cost on benefit obligation 210394 9,114,19¢
Benefits paid (298,132 (6,841,969
Past service cost T 3,218,88:
Actuarial (gain) loss on benefit ob&agon
Experience adjustments (699,786 5,542,65¢
Change in assumptions T 18,323,46
Effect of curtailment (322,496 ]
Present value of obligation at end of year P3,223,57. £117,001,13

Significant decease in present value of obligation pertains to MVC, an entity that ceased
to be subsidiary in 2007.
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Changes in the fair value of plan assets and actual return on plan assets are as follows:

2007 200¢
Fair value of plan assets at beginning of year P94,304,77. B69,871,82.
Disposal of subsidiary MVC (92,140,693 T
Expected return on plan assets 173,12¢ 7,151,26:
Benefits paidiue to resignation and retrenchment (611,608 (6,647,347
Actuarial losqgain) (162,765 17,129,03!
Contributions T 6,800,00(
Fair value of plan assets at end of year B1,56283¢< B94,304,77.
Actual return on plan assets P10,361 B24,280,29
The major categories of plan assets are as follows:
2007 200¢
Cash and cash equivalents P1,62¢ P159,81¢
Investments in:
Comman trust fund 1,561,20 2,161,40:
Government securities C 75,670,42
Bonds C 10,028,841
Loans and receivables C 4,301,82:
Interest receivables C 2,101,24¢
Accrued trust fees C (118,776
P1,562,83. B94,304,77.
Relevant amountof December 31, 2007 and 2006 are as follows:
2007 200¢
Present value of obligation B3,223,57. P117,001,13.
Fair value of plan assets 1,562,83: 94,304,77
Deficit 1,660,74 22,696,35
Experience adjustment 699,78t 5,542,65!

The assumptions used to determine retirement benefits costs for the Group for the years
ended December 31, 2007, 2006 and 2005 are as follows:

2007 200¢ 200¢
Discount rate 10% 7% 11%to 129
Salary increase rate 3% 3% to6Y 5% to 8%
Expected rate ofeturn on plan assets 6% 8% to 10 ¢ 10%

The expected rate of return on plan assets assumed at a range of 6% was based on a
reputable fund trusteeds indicative yield
with consider attpedaimaocée. t he fundds pas

12z



26.Leases

a. TheParent Companynder an operating lease agreement, leases an office space with
a term of one year for an annual raté0f3 million.

b. CPDSI and GAC also lease office spa@nd severalwarehouses under vari®u
agreements with tersranging from two to three yeamglVC, an entity that ceased to
be a subsidiary in 200has various operating lease agreements covering the office
spaces, parking slots, warehouse, storage tanks, piping systems and pumps for a
periad of three to ten years expiring on various dates up to 2017. These leases are
renewable upon mutual agreement of the parties and subject to an escalation rate
ranging from 2.5% to 10% annually. The covering agreements of these leases require
MVC to pay cetain amounts of security and rental deposits, which are included under
AOt bueantandoncurrent assetso in the consoli

Future minimum rental commitments under these operating lease agreements follow:

2007 200¢
Within oneyear B4,624,27! P17,848,46
After one year but not more than five years T 29,192,64
More than five years ] 22,890,88

P4,624,27! £69,931,99

c. GAC has finance leases over various items of warehouse equipment. The lease
agreements provide for the turnover of ownership of the equipment to GAC at the end
of the lease term. Future minimum lease payments under finance leases together with
the present value of the net minimum lease payments are as follows:

2007 2006
Present Present
Minimum Value Minimum Value
Payments of Payments Paymentsof Payment
Within one year P2,521,38 B2,347,69. B3,134,43 B2,684,33
After one year but not more tha
five years 324,78 318,83« 2,846,16: 2,666,52:

Total minimum lease payments 2,846,16° 2,666,52! 5,980,60. 5,350,86.
Less amounts representing

finance charges 179,64: T 629,74. T
Present value of minimum lease
payments P2,666,52 P2,666,52! B5,350,86. B5,350,86;

27.Logistics Agreements

GAC has agreements with principals t@yde logistics operations services, specifically
warehousing and managing delivery of the p
subdistributors nationwide. Under the terms of these agreements, the principals shall pay
GAC the agreed monthly feglus reimbursement of certain warehouse expenses.
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28.Basic Loss Per Share

The following table presents the information necessary topatenthe basic loss per
share:
Loss per share on net loss attributable to eduatgters of the Parent Company:

2007 200¢ 200t
Net loss attributable to equity holders of
Parent Company B305,621,045R1,854,266,9! B519,388,36
Weighted average number of common
shares 306,122,44¢ 306,122,44  306,122,44
Basic Los$Per Share P1.00 P6.0€ B1.7(C

Loss per share on net loss from continuing operations attributable to leglgiéys of the
Parent Company:

2007 200 200¢
Net loss attributable to equityliers of
Parent Company B305,621,045 B207,096,03 B506,030,60
Weighted average number of common 306,122,44
shares 306,122,44¢ 306,122,44
Basic Loss Per Share B1.00 B0.6¢ B1.6t
29.Financial Assets and Financial Liabilities
The following table summarizes the carryi.
assets and financial liabilities as of December 31, 2007 and 2006:
2006
2007 (As restated)
Carrying Carrying
Value Fair Value Value Fair Value
Financial Assets
Cash and cash equivalents B19,745,53 P19,745,53 £120,911,20 £120,911,20
Receivables net 63,866,68 63,866,68 858,900,20 858,900,20
Refundable deosits 3,609,05! 3,452,93 4,452,93. 4,357,79
AFS investments 61,583,71  61,583,71 19,221,94 19,221,94

P148,804,99 P148,648,86¢ P1,003,486,29 P1,003,391,16

Financial Liabilities
Accounts payable and accrued

expenses B44,147,60 P44,147,60 B823,220,31 £823,220,31
Due torelated parties 492,427,220 492,427,20 494,443,60 494,443,60
Obligation under finance lease

(including arrent portion) 2,666,522 2,637,74( 5,350,86: 5,290,44
Long-term debt (including current

portion) 70,00( 70,00( 203,448,72 203,448,72
Loans payable 27,000,00 27,000,00 431,278,94 431,278,94
Liabilities under trust receipts 124,927,14 124,927,14
Customer deposits i T 18,032,322 not determinabl

P566311,33¢ P566282,55( ©B2,100,701,99 ©2,082,609,24
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The following methods and assumptions were used to estimate the fair value of each class
of financial instrumentfor which it is practicable to estimate such value:

Current Financial Assets and Financial Liabilities

Due to the shotterm nature of the transactions, the carrying values of aadhcash
equivalents receivables,current efunddle deposits,accounts payable and accrued
expensesgue to affiliatescurrent portion of londerm debtloans payable and liabilities
under trust receip@pproximate their fair values.

AFS Investments

The fair values of publicly traded instruments asidhilar investments are based on
qguoted bid prices. Unquoted AFS equity securities are carried at cost, subject to
impairment.

Longterm Debt
The carrying value approximate the fair value, which is determined to be present value of
future cash flows usg the prevailing market rate as the discount rate.

Refundable Deposits ar@bligation under Finance Lease
The fair valus of noncurrent refundable deposits ataligation under finance lease have
been determined by discounting the expected future casb #t prevailing interest rates.

Customer Deposits

The fair value of customer deposits is not determinable because there is no reasonable
basis as to the timing of the return of the cylinders by the customers and the refund of
deposits to customers.

30. Financial Risk Management Objectives and Poli@s

The Groupds principal f i namd acash aeduivalem&FSr u me n t
investmentsdue to affiliateslongterm debtloans payable and liabilities under trust

receipts The main purpose ohtese f i nanci al i nstruments i
operations. The Groupbs other financ, al as
accounts payable aratcrued expensgether current liabilitiesand customer deposits

which arise directlyrom its operations.

The mainriskar i sing from the Groupds financi al i
risk, liquidity risk and foreign currency riskfthee n t i BOD eewedvs and approves the
policies for managing these risks which are sunmedrbelow

Interest Rate Risk
The Groupbs exposure to the risk for chang
payable and longerm debt, which principally bear floating interest rates.

The sensitivity to reasonably possible 1% increase éninkerest rates, with all other
variables held constant, woul d have decrea
impact on floating rate borrowings) B.27 million andP5.2 million as of December 31,

2007and 2006, respestely. A 1% decrease in the interest rate would havetiaequal

but opposite effect.

The foll owing table sets out the principal
other payablas of December 31, 20@7at are exposed to interest rate risk:
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2007 200¢

Within 1 year B27,070,000 £740,834,81
1-2 years [} 18,820,00C

P27,070,00 B75965481¢

Liquidity Risk
The Groupods objective is to maintain a
funding However, because of the default on the payment of interest and principal

amortizations on existing debts, the Group

its related parties in the form of advances. Current working capital requirements will
continue to be sourced from shderm loans and advances from related parties.

Credit Risk

It is the Groupbs policy to require all/l
undergo a credit verification process with emphasis on their capab#yaater and
willingness to pay. In addition, receivables are closely monitored so that exposure to bad
debts is minimized. The Group deals only with legitimate parties. As to other financial
assets of the Group like cash and cash equivalents, the es&ditrises only in case of
default of the counterparty and the maximum exposure is limited to the carrying amount
of the instruments. Money market placements are limited to banks duly approved by the
BOD.

Financial information on th®arentC o mp a n y them expasure to credit risk as of
December 31, 2007, without considering the effects of collaterals and other risk
mitigation techniques, are presented below.

2007 200¢
Cash and cash equivalents B19,745,53 B120,911,20
Receivabés 63,866,68 858,900,20
Refundable deposits 3,609,05! 4,452,93.

P87,221,27 P984,264,35

The table below present the credit quality of financial assets and analysis of past due
accounts as of December 31, 2007.

Past Due butot Impaired Allowance for
Over 30 Over 60 Impaired Doubtful
Financial assets High Grade days days Over 90 daysFinancial Asset Accounts Total
Cash and cash
equivalents P19,74553¢ P T B T B T P T B T P19,745,53
Receivables:
Trade 14,669,68( 4,405,906 1,282,64: 3,996,15¢ 628,700 (628,700 24,354,83
Notes T T T 138,282,34t (138,282,34¢ T
Interest T T 3,576,42¢ T 3,576,42!
Others 231,83z T T 35,704,03" 1,270,59¢ (1,270,598 35,935,86'
Refundable deposits 3,609,05¢ 1 1 1 1 1 3,609,05!

B38,256,11( P4,405,906 P1,282,64. P43,276,62. P140,181,64: (P140,181,64% B87,221,27

The credit quality of receivables is managed by the Group using internal credit quality
ratings. High and medium grade accounts consist of redes/fitom debtors with good
financial standing and with relatively low defaults. The Group constantly monitors the
receivables from these customers in order to identify any adverse changes in credit
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quality. The allowance for doubtful accounts is providedthose receivables that have
been identified as individually impaired.

Foreign Currency Risk

The exposure to foreign currency risk arises from purchases of finished goods and raw
materials made by MVCan entity that ceased to be a subsidiary in 26Qifchase of
finished goods is subject to an open account from foreign suppliers and is settled
immediately through a peso trust receipts financing from a local bank once all the
documentation requirements are complete.

31.

Capital Management

The primaryolg ct i ves of the Groupbs <capital manage me
entities in the Group to continue as a going concern and to maintain the appropriate capital
structure that supports the business. The Group manages its capital structuteofrchigimges in

economic conditions and in close coordination with its major stockholders and other related
parties by making adjustments on payments to its related parties and issuing new shares. The
BOD has overall responsibility for monitoring capital proportion to risk. Profiles for capital
ratios are set in the | ight of changes in the
the Groupdbés business, operation and industry.
The Group is not subject to externaillgposed capital requirements

The Groupbs interest bear i nR97M3&528a88 from t hi
765,005,681  as of December 31, 2007 and 2006, respectively, while the equity

attributable to equity holders of the Parent Company less any@sssrshown in the

following table.

2007 200¢
Capital stock B306,122,44¢ B306,122,44
Additional paidin capital 3,571,921 3,571,92.
Excess of par value of retired treasury shares ove
cost ] 471,467,88
Deficit (180,756,203  189,924,45
P128,938,167 P971,086,70
32.Notes to Consolidated Statements of Cash Flows

The principal norcash financing and investing activities consist of:

a. Settlement of advances obtained from affiliates, which were used tallgdmance
the Petrochemical Project, through the application of advances made to other
affiliates;

b. Loans payable to local banks amounting@338.3 million and related accrued finance
charges amounting #488.4 million as of Deember 31, 2006 transferred to Polymax
in 2007
(see Note 18);

c. Loan payable to a local bank amountingB86 million reclassified to the accrued
expenses account in 2007 (see Note 18b);
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d. Reversal of accrued management fees recorded under acexpedses in 2007
amounting to
P16.1 million (see Note 20b);

e. Accrued finance costs charged to Polymax (see Note 20); and

f. Assignment of MVC shares to a local bank as full payment of a loan obligation (see
Note I7).

33.Other Matters

a. On July 5, P02, the Parent Company received a decision from the Court of Tax
Appeals (CTA) denying the Parent Company
payment of P83.8 million for withholding tax assessments for the taxable years 1989
to 1991. The Parent Compafiled a Motion for Reconsideration on July 31, 2002 but
was subsequently denied by the CTA. A Petition for Review was filed with the CTA
on November 8, 2002, which was also denied by the CTA. The Parent Company then
appealed the decision of the CTA tetlCourt of Appeals The Parent Company,
through its legal counsel, filed a Motion for Reconsideration with the CA in
December 2003.

On July 9, 2004, the Parent Company received the CA resolution denying the Motion

for Reconsideration. On July 22, 2004, tRarent Company filed with the CA a

Motion for Extension of time to file aappeal to the Supreme Court (SC). On August

20, 2004, the Parent Company filed said appeal. On October 20, 2004, the Parent
Company received the resolution of the SC denying itisiédtefor Review for lack of

reversible error. The Parent Company filed a Motion for Reconsideration. On January

10, 2005, the SC issued an Order stating that it found no ground to sustain the Parent
Companybds appeal and di s monsvithdimdlityt he Par ent

On April 26, 2006, the Parent Company filed a Petition for Review before the CTA en

banc. On March 7, 2007, the CTA en banc dismissed the Petition for lack of merit.
The CTA en banc affirmed the GQsBuaricsofdeci s
Writ of Execution filed by the Commissioner of Internal Revenue. As of October 10,

2014, the Parent Company has not received any order of Execution relative to this
case. Accordingly, the related obligation is not currently determinable. Maweage

believes, however, that the ultimate outcome of the case will not have a material
effect on the consolidated financial statements.

b. On September 14, 2005, the Parent Company and a third party filed a civil action
against a local bank for the imminemtrajudicial foreclosure of the properties of the
third party which are used as real estate mortgage for additional loans from the local
bank amounting t&®42 million, which the Parent Company maintains has never been
received.

On October 62005, the Regional Trial Court of Tagaytay City (RTC) issued and
granted the Writ of Preliminary Injunction (first injunction). As of, October 10, 2014,
the case is still pending with the same court. Trial on the merits of the case has not
been started abe Parent Company, through its counsel, filed an Amended Complaint
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with an Urgent Application for the Issuance of Writ of Preliminary Injunction after
the first injunction was nullified by the Court of Appeals and affirmed by the SC. The
Parent Company anits legal counsel are positive that the court will sustain their
position.

c. On January 23, 1998, MVC, an entity that is no longer a subsidiary in 2007, received
assessment notices from the BIR for alleged deficiency withholding taxes on interest
incurred on borrowings totaling®454.4 million, including basic surcharge and
interest, for the taxable years 1998 and 1989.

On March 6, 1998, MVC likewise received gassessment notices for deficiency
income taxes amounting t8322.6 million for the taxable years 1988 and 1989
resulting from disallowance of interest expensedditure to withholding taxes.

On September 31, 1998, MVC filed a Petition for Review ofabeve assessments
with the CTA.

On January 9, 200 3, cidwN Gn the eassessmerdsy ordéringh 0 s ¢
MVC to pay the BIR an amount totaling119.2 million representing deficiency
withholding taxes on borrowings, including surcharge and interest for the taxable
years 1988 and 1989 computed up to February 18€Bfully paid. The CTA also

ruled that preassessment notices on deficiency income taxes are still premature and
cannot be the subject of a decision as CTA may only assume jurisdiction if the
assessment involves a decision of the BIR on a dispisszinent.

On January 24, 2003, MVC filed a Motion for Reconsideration (Motion) with the
CTA appealing its position that (1) the right of the BIR to assess has already
prescribed; (2) MVC is not liable to pay 50% surcharges on fraud as MVC was able to
comply wth the filing of necessary returns; and (3) MVC is not liable to pay the total
amount of®119.2 million.

On November 17, 2003, the CTA issued a Resolution denying the Motion. MVC then
responded with the filing of Petition for Review (Petitiorijhathe CA on December

29, 2003. In the Petition, MVC reiterated the position it raised in the Motion filed
with the CTA. The CA directed BIR to file its comments on the Petition witdah®

from the receipt thereof.

On February 4, 2005, the BIR submittto the CA its motion to admit its comment
contesting MVCb6s petition. The BIR furthe
for the court to render MVC liable to pay the withholding taxes. MVC, through its

legal counsel, filed its opposition to theRBB6 s moti on due to the |
December 23, 2005, the CA admitted the B
submit their memoranda.

On January 30, 2006, MVC filed the memorandum for the petitioner and accordingly,

on February 15, 2006, theAGesolved that the case is now submitted for deci€ion.

June 29, 2007, MV C atwna ablatentent préograrh bned waB |l RO s
allowed on September 11, 2007 to settleB88.2 million adjusted assessment.

There are also o#n pending legal cases against the Parent Company and certain subsidiaries.
Based on the facts of these cases, management of the Parent Company and the subsidiaries
believes that their positions have legal merits and the resolution thereof will not Hyateria
affect their financial position and result of ogions.
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

INDEX TO THE CONSOLIDATED FINANCIAL STATEMENTS AND
SUPPLEMENTARY SCHEDULES
AS AT DECEMBER 31, 2007

I.  Supplemental schedulesjuired by Annex 6&

A.

B.

G.

H.

Financial assets

Attached

Amounts receivable from directors, officers, employee
related parties and principal stockholders (other tt
related parties)

Attached

. Amounts of receivables and payable from/to related

paties
which are eliminated during consolidation process
financial statements

Attached

Intangible assefs other asset

Not applicable

. Long-term debt

Attached

Indebtedness to related parties (Ldaagn loans from
related urties)

Not applicable

Guarantees of securities of other issuers

Not applicable

Capital stock

Attached

Il. Schedule of all the effective standards and interpretatior

Attached

[ll. Reconciliation of retained earnings available for derid

declaration

Not applicable

IV. Map of the relationships of the Company within the Grou

Attached

V. Schedule of Financial Ratios

Attached
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES
|. SUPPLEMENTAL SCHEDULES RE QUIRED BY ANNEX 68-E
AS AT DECEMBER 31, 2007

Schedule A. Financial Assets

Number of Value based o
shares or Amount market Income
principal shown in [quotationat eng received
Name of issuing entity and amount of the balancg of reporting and
association of each issue | bonds and ratey  sheet period accrued
Cash Pi P7,662,32 P7,662,32¢ Bi
Short-term Cash Investments T P12,083,211 P12,083,21( i

AFS Financial Assets
MabuhayVinyl Corporation
Waterfront Philippines, Inc.
Others

P46,298,87.  P46,298,87.
14,511,94 14,511,94
772,89: 772,89:
P61,583,71. P61,583,71¢

Scheduk B. Amounts Receivable from Diretors, Officers, Employees, Related Parties
and Principal Stockholders (Other Than Related Parties)

Balance at Amounts |[Amounts
Name and beginning of | collected/ |written- Non- | Balance at
designation of debto period transferred |  off Current |currenjend d period

Polymax Worldwide
Limited (special
purpose entity) P1,745,477,52 B 843,245,22 Bi £902,232,30 Bi £902,232,30¢
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Schedule C. Amounts of Receivable from and Payabte Related Parties which are
Eliminated during the Consolidation of Financial Statements

Deductions
January 1, Amount| Amount Non |Decembe
Account 2007 |Additions|Collected Written Off|Curren{Current 31, 2007
Advances to Consume
Products Disthution
Services, Inc. B3,691,81.: Bi Bi Bi Bi B1E3,691,81:

Scheduk D. Intangible Assets Other Asset

Other
Charged | Charged | charges
Beginning | Additions | to cos and| to other | additions | Ending
Description| Balance at cost | expenses| accounts |(deductions| balance

Not Applicable

Scheduk E. Longterm Debt

Amount shown under | Amount shown under
Amount caption ACur caption 0

authorized by | ong t emrelated debt o in

Title of issue indenture balance sheet balance sheet

Secured bank loar £900,000 B70,000 Bi
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Scheduk F. Indebtedness to Related Parties (Long Term Loans from Related Pagt)

Name of related party | Balance at beginning of perio| Balance at end of perioc

Not Applicable

Scheduk G. Guarantees of Securities of Other Issuers

Name of issuing entit

of securities guarante| Title of issue of

by the Company for

each class of

Total amount

Amount owned b

which this statement securities guaranteed anq person for whiclf Nature of
filed guaranteed outstanding | statement is file¢{ guarantee
Not Applicable
Schedule H. Capital Stock
Number of
Number of shares
shares issue(reserved fo
and options,
outstanding| warrants, | Number of
Number of | as shown | conversion| shares helq Directors,
shares | under relateq and other | by related | officers and
Title of issue authorized | balance sheg rights parties | employees| Others
Common- Class A 720,000,00 183,673,47 i 156,590,38 126,21 26,956,87

Common- Class B 480,000,00 122,448,97 )
1,200,000,00 306,122,44 T

85,139,55 21,999,90. 15,309,52
241,729,93 22,126,11' 42,266,39
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METRO ALLIANCE HOLDINGS & EQUITIES COR P. AND SUBSIDIARIES

AS AT DECEMBER 31, 2007

SCHEDULE OF ALL THE EFFECTIVE STANDARDS AND INTERPRETATIONS

The following table summarizes the effective standards and interpretatian®esember 31, 2007

PHILIPPINE FINANCIAL REPORTING STANDAR DS AND

INTERPRETATIONS Not Not
Effective as at December 31, 2007 Adopted |Adopted| Applicable
Philippine Financial Reporting Standards
PFRS 2 | Sharebased Payment P
PFRS 4 | Insurance Contracts P
Amendments to PAS 39 and PFRS 4: Financial P
Guaranteeontracts
PERS 5 Norrcu_rrent Assets Held for Sale and Discontinued
Operations
PFRS 6 | Exploration for and Evaluation of Mineral Resources P
PFRS 7 | Financial Instruments: Disclosures P
Amendment to PFRS 7: Transition P
Philippine Accounting Standards
(Rpeé/isseld Amendments to PAS 1: Capital Disclosures P
PAS 2 | Inventories P
PAS 7 | Statement of Cash Flows
PAS 8 | Accounting Policies, Changes in Accounting
Estimates and Errors
PAS 10 | Events after the Reporting Period
PAS 11 | Construction Contracts P
PAS 12 | Income Taxes P
PAS 16 | Property, Plant and Equipment P
PAS 17 | Leases P
PAS 18 | Revenue P
PAS 19 | Employee Benefits P
Amendments to PAS 19: Actuarial Gains and
. P
Losses, Group Plans and Disclosures
PAS 20 | Accounting for Government Grants and Disclosl P
of Government Assistance
PAS 21 | The Effects of Changes in Foreign Exchange R{ P
Amendment: Net Investment anForeign P
Operation
PAS 26 | Accounting and Reporting by Retirement Bine P
Plans
PAS 27 | Consolidated and Separate Financial Statemen{ P
PAS 28 | Investments in Associates P
PAS 29 | Financial Reporting in Hyperinflationary P
Economies
PAS 31 | Interests in Joint Ventures P
PAS 32 | Financial Instruments: Disclosuaad Presentatiof P

134




PHILIPPINE FINANCIAL REPORTING STANDAR DS AND

INTERPRETATIONS Not Not
Effective as at December 31, 2007 Adopted |Adopted| Applicable
PAS 33 | Earnings per Share P
PAS 34 | Interim Financial Reporting P
PAS 36 | Impairment of Assets P
PAS 37 | Provisions, Contingent Liabilities and Contingen P
Assets
PAS 38 | Intangible Assets P
PAS 39 | Financial Instruments: &ognition and P
Measurement
Amendments to PAS 39: Transition and Initial
Recognition of Financial Assets and Financial P
Liabilities
Amendments to PAS 39: Cash Flow Hedge
. . P
Accounting of Forecast Intragroup Transactions
Amendments to PAS 39hE Fair Value Option P
Amendments to PAS 39 aFRS 4: Financial
P
Guarantee Contracts
PAS 40 | Investment Property P
PAS 41 | Agriculture P
Philippine Interpretations
IFRIC 1 | Changes in Existing Decommissioning, P
Restoration and Similar Lmlities
IFRIC2 [Member sé Share in Coo P
Similar Instruments
IFRIC 4 | Determining Whether aArrangement Contains a P
Lease
IFRIC 5 | Rights to Interests arising from Decommissionin
Restoration and Environmental Rehabildat P
Funds
IFRIC 6 | Liabilities arising from Participating in a Specific
Marketi Waste Electrical and Electronic P
Equipment
IFRIC 7 | Applying the Restatement Approach under PAS
Financial Reporting in Hyperinflationary P
Economies
IFRIC 8 | Scope of PFRS 2 P
IFRIC 9 | Reassessment of Embedded Derivatives P
IFRIC Interim Financial Reporting and Impairment P
10
IlFlRIC PFRS 2 Group and Treasury Share P
SIC 7 Introduction of the Euro P
SIC 10 | Government AssistandeNo Specific Relaon to P
Operating Activities
SIC 12 | Consolidatiori Special Purpose Entities P
Amendment to SIC 12: Scope of SIC 12 P
SIC 13 | Jointly Controlled Entitie$ Non-monetary P
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PHILIPPINE FINANCIAL REPORTING STANDAR DS AND

INTERPRETATIONS Not Not

Effective as at December 31, 2007 Adopted |Adopted| Applicable
Contributions by Venturers

SIC 21 | Income Taxe$ Recovery of RevalueNon- P
Depreciable Asset

SIC 15 | Operating LeaséisIncentives P

SIC 25 | Income Taxe$ Changes in the Tax Status of an P
Entity or its Shareholders

SIC 27 | Evaluating the Substance of Transactions P
Involving the Legal Form of a Lease

SIC 29 | Service Concession Arrangements: Disclosures P

SIC 31 | Revenud Barter Transactions Involving P
Advertising Services

SIC 32 | Intangible Asset$ Web Site Costs P

Note: Standards and interpretati onsichiwargaed a s

but the entity has no significant covered transactions as at and for the yea ende
December 31, 2007

METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

[ll. RECONCILIATION OF RETAINED EARNINGS AVAILABLE
FOR DIVIDEND DECLARATION
FOR THE YEAR ENDED DECEMBER 31, 2007

Not Applicable*

*The

Parent Companyds Ret ai

Paidin Capital Stock since it is in a deficit position.
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METRO ALLIAN CE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES

IV. MAP OF THE RELATIONSHIP OF THE COMPANY WITHIN THE GROUP
FOR THE YEAR ENDED DECEMBER 31, 2007

METRO ALLIANCE
HOLDINGS & EQUITIES
CORP.
(Parent)
Operating Subsidian Special Purpose Etfity Nonoperating
GAC Logistics, Inc. Consumer Products

(GAC) Ponrrll_gx .ngldmde || Distribution Services, Inc
51%owned imite (CPDSI)
100% owned

FEZEAC Holdings, Ing
] (FEZ)
100% owned

Zuellig Distributotdnc.
- (ZD)
100% owned

Asia Healthcare, Inc.
(AH)
60% owned

*Starting in 2007, Polymax Worldwide Lingd was excluded from the consolidated financial
statements because the entity is no longer operating as a going concern and is in the process
of liquidation.



METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND SUBSIDIARIES
V. SCHEDULE OF FINANCIAL RATIOS
FOR THE YEAR ENDED DECEMBER 31, 2007

Financial Ratios | Description | 2007| 2006| 2005|
Current/liquidity

ratio Current assets over current liabilities 1.09 151 198
Asset to equity ratio Total asset over total equity 7.04 234 1.87

Interesti bearing loans and borrowings le

Net debt to equity cash and cash equivalents over total

ratio equity 0.11) 039 0.34
Debtto-equity ratio Shortterm loans over total equity 0.18 0.34 0.32
After tax net profit plus depreciation over

Solvency ratio total liabilities (0.33) (0.78) (0.12)
Interest rate coveragEarnings (loss) before interest, tax over

ratio interest expense (5.42) 0.31 (0.07)
Gross profit margin  Gross profit over net revenues 17% 24%  25%
Net income margin Net income over net revaas (253%) (123%) (30%)
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METRO ALLIANCE HOLDINGS & EQUITIES CORP. AND
SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2013

AND
| NDEPENDENT AUDI TOR6 S REPORT
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HOLDINGS & EQUITIES CORP.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR
FINANCIAL STATEMENTS

The management of METRO ALLIANCE HOLDINGS & EQUITIES CORP. (the Company) is
-esponsible for the preparation and fair presentation of the consolidated financial statements for the years
snded December 31, 2013 and 2012, including the additional components attached therein, in accordance
with the prescribed financial reporting framework indicated therein. This responsibility includes designing
and implementing internal controls relevant to the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error, selecting and
applying appropriate accounting policies, and making accounting estimates that are reasonable in the
circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the same
to the stockholders.

Uy, Singson, Abella & Co., CPAs and Valdes Abad & Associates., the independent auditors appointed by
the stockholders for the years ended December 31, 2013 and 2012, respectively, have examined the
consolidated financial statements of the Company and its subsidiaries in accordance with the Philippine
Standards on Audifing, and in their reports to the stockholder§;—have_expressed their opinions on the
fairness of pres;htat' n upon completion of such examination.

-7/ 7
7%

RENATO B. MAGADI JA/ B. PALIT-ANG
Chairman of the Board/ Chief Executive Officer/ Chief Fihangé Officer/ Treasurer
;] President /I
CTC No. 10843235 CTC No. 13783087
Issued at Makati City Issued at Quezon City
On January 13,2014 On January 04,2014

NOV 18 wm
SUBSCRIBED AND SWORN TO before me this at the , Metro
Manila, Philippines. Affiant exhibiting to me his/her Community Tax Certificate as indicated below his/her
name and signature above.

AJELUIN MR

Doc.No. /27 ; ., L

Page No. : e g N S e
Book No. Z 2 F 1301-0;
Series of 2014 15073 C¥-2014 Q.C,

22nd Floor, Citibank Tower, 8741 Paseo de Raxas, Makati City, Metro Manila
Trunk Line: (632) 848-0848 « Fax: (632) 811-1998
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USA&Co UY SINGSON ABELLA & CO
CERTIFIED PUBLIC ACCOUNTANTS
Suite 1205 Antel Global Corporate Center

#3 Julia Vargas Avenue, Ortigas Center
Pasig City 1603, Philippines

Phone: (632) 687-6151 10 52
Fax: (632) 634-7564
E-mail: info@usacpas.com.ph
Website: www.usacpas.com.ph
4 No:
INDEPENDENT AUDITOR’S REPORT RS Py atiss,

October 22, 2012, valid unul December 31, 2015
SEC Accreditation No: 0005-FR-3 (Group A),
June 21, 2012, valid until June 20, 2015
The Stockholders and Board of Directors
Metro Alliance Holdings & Equities Corp. and Subsidiaries
22" Floor Citibank Tower
8741 Paseo de Roxas
Makati City

We have audited the accompanying consolidated financial statements of Metro Alliance Holdings &
Equities Corp. and its subsidiaries, which comprise the consolidated balance sheet as at
December 31, 2013, and the consolidated statement of comprehensive income, statement of changes in
equity and statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

Basis for Qualified Opinion
The accounts of a special purpose entity as shown in Note 9 were excluded in the consolidated
financial statements since 2007 because the entity is no longer operating as a going concern and is in

the process of liquidation.
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