1! MEGAWIDE

September 27, 2012

PHILIPPINE STOCK EXCHANGE, INC.
Philippine Stock Exchange Plaza,

Ayala Triangle, Ayala Avenue,

1226 Makati City, Philippines

Attention: MS. JANET A. ENCARNACION
Head — Disclosure Department

RE: Amended SEC Form 17-Q for the second quarter 2012

Gentlemen:

We are submitting attached Amended Quarterly Report (SEC Form 17-Q) for
the second quarter of 2012 of Megawide Construction Corporation.

Thank you.

Very truly yours,

MEGAWIDE CONSTRUCTION CORPORATION

By:

sistant Corporatg’ Secretary
Compliance Officer
Corporate Information Officer

JOYCE M. BRIONES
Corporate Information Officer
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I MEGAWIDE

ENGINEERING EXCELLENCE

September 26, 2012

MS. JUSTINA F. CALLANGAN

Director
SECURITIES AND EXCHANGE COMMISSION

Corporation Finance Department
SEC Bldg.

EDSA, Greenhills

Mandaluyong City

RE: Amended SEC Form 17-Q for the second quarter of 2012

Gentlemen:

This refers to your letter dated August 29, 2012 which we received on
September 6, 2012 pertaining to Megawide Construction Corporation’s (the
‘Company”) 2012 Second Quarter Report (SEC Form 17-Q) filed with the
Securities and Exchange Commission on August 14, 2012. On September 12,
2012, we requested an extension of ten (10) business days from September
13, 2012 or until September 26, 2012 within which to file the Amended 2012

Second Quarter Report.

We apologize for the Company's slight oversight in complying with the
requirements under Securities Regulation Code ("SRC") Rule 17 and 68, as
amended. Rest assured, we are committed in complying with the SRC, its
implementing rules and all SEC reportorial requirements.

Attached herewith is the Company’s 2012 Second Quarter Report as amended
incorporating SEC'’s findings and the corresponding explanation.

We hope this satisfies your requirements.

Very truly yours,

JOYCE E; BRIONES

Corporate Information Officer

A 0/ 20 M. Domingo Street, Barangay Yalencla Quezon City 1112, Philippines +432 455 1111 www.megawlde.com.ph




MEGAWIDE

NSTRUCTION CORPORATION

PARTICULARS

FINDINGS

SEC

REMARKS/EXPLANATION

FINANCIAL RISK
DISCLOSURE

a. Assess the
financial risk exposure
of the company and its
subsidiaries particularly
on currency, interest,
credit, market and
liquidity risks. If any
change thereof would
materially affect the
financial condition and
results of operaton of
the company, provide a
discussion in the report
on the qualitative and
quantitative impact of
such risks and include a
descripton  of any
enhancement in the
company’s risk
management policies to
address the same;

Not complied

with.

Done. Please refer to pages7-9 under the heading
“Risk Management Objectives and Policies.”

b. Evaluate
whether the company
could provide clearer
and more transparent
disclosure regarding its
financial  instruments
including but not
limited to the following
information:

Not complied

with.

Done. Please refer to pages 9-10 under the
heading “Finandial Instruments.”

1 A description of
the financial
instruments of  the
company and the
classification and
measurements  applied
for each. If material in

amount, provide
detailed explanation on
complex securities
particularly on

derivatives and their

Done. Please refer to pages 9-10 under the
heading “Financial Instruments.”




impact on the financial
condition of the
CDIT.IPHI]}";

2. The amount and
descripion  of  the
company’s investments
in foreign securities;

Done. Please refer to pages 9-10
htading “Financial Instruments.”

under the

3 The significant
judgments made in
l:lassiﬁ"i.ng a pn.rtir:ular
financial instrument in
the fair value hierarchy;

Done. Please refer to pages 9-10
heading “Financial Instruments.”

under the

4. An explanation
of how nsk is
incorporated and
considered in the
valuation of assets or
liabilides;

Done. Please refer to pages 9-10
heading “Finandal Instruments.”

under the

5. A comparison
of the fair values as of
date of the recent
intedm financial report
and as of date of the
preceding interim
period, and the amount
of gain/loss recognized
for each of the said
periods; and

Done. Please refer to pages 9-10
heading “Financial Instruments.”

under the

. The criteria used
to determine whether
the market for a
financial instrument is
active or Inactive, as
delivered under PAS 39-
Financial Instruments.

Done. Please refer to pages 9-10 under the

hcadi.ng “Financial Instruments.”

c. If any of the
foregoing disclosure is
not applicable to the
company, so state in the
report and provide a
brief explanation.

Done. Please refer to pages 9-10 under the

heading “Financial Instruments.”

ADDITIONAL
REQUIREMENTS
(SRC Rule 68, as




amended October

2011)

A schedule showing | Not complied | Done. Please refer to pages 10-11 under the
financial soundness | with. heading “Key Performance Indicators.”
indicators  in two

comparative period as

follows: 1)

current/liquidity ratios;
2) solvency ratios, debt-
to-equity ratio; 3) asset-
to-equity  ratio;  4)
interest rate coverage
ratio; 5) profitability
ratio and 6) other
relevant ratio as the
Commission may
prescribe.

PART II - OTHER
INFORMATION

1. List of
disclosure not made
under SEC Form 17-C

SIGNATURES

1. Duly authorized
representative  of the
issuer (Signature, Title
and Date)

2. Principal
Financial/Accounting
Officer/Controller
(Signature, Title and
Date)




MEGAWIDE CONSTRUCTION CORPORATION

Company's Full Name

2/F Spring Bidg.,
Arnaiz Ave. cor. P. Burgos St., Pasay City
Company's Address

655-1111
Telephone Number

December 31
Fiscal Year Ending
(Month & Day)

SEC FORM 17 -Q
Form Type

June 30, 2012
Period Ended Date

(Secondary License Type and File Number)

cc: Philippine Stock Exchange
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10.

11.

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17(2)(b) THEREUNDER

For the quarterly period ended ~ June 30, 2012

SEC Identification Number C5200411461

BIR Tax Identification No. 232-715-069-000

Exact name of issuer as

specified in its charter Megawide Construction Corporation

Province, Country or other

jurisdiction of incorporation or organization Philippines

Industry Classification Code (SEC Use Only)

Address of Principal Office 2/F Spring Bldg. Arnaiz Ave. cor. P.
Burgos St., Pasay City, Metro Manila

Postal Code

[ssuer’s telephone number, (02) 655-1111

Including area code

Former name, former address
and fiscal year, if changed since last report Mot Applicable

Securities registered pursuant to Section 8 and 12 of the SRC, or Section 4 and 8 of the

RSA

Title of Each Class Number of Shares of Common Stock Outstanding

and Amount of Debt Outstanding

Common Stock 1,114,100,003

Are any or all these securities listed on a stock exchange?
Yes [V] No [ ]
If ves, state the name of such stock exchange and classes of securites listed therein:

Philippine Stock Exchange Common Stock
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12. Indicate by check mark whether the registrant:

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

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

Yes [V)] No []

PART I - FINANCIAL INFORMATION

Item 1. Financial Sta_tcm:nts

The interim Consolidated Financial Statements of Megawide Construction Corporation
(“Megawide”) as of June 30, 2012 with comparative figures as of December 31, 2011 and
June 30, 2012, Cash Flows and Schedule of Aging Accounts Receivable is incorporated by
reference as Exhibit 1.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results
of Operations

Review of results for the six (6) months ended June 30, 2012 as compared with results
for the six (6) months ended June 30, 2011

Results of Operations
Revenues and Cost of Construction

Megawide recorded a gross revenue of P3.64 billion for the first half of 2012. 'This is an
increase of 31% compared to revenues booked for the same period in 2011 of P2.78 billion.
The increase in contract revenues and its corresponding costs is mainly due to the following
on-going and newly started projects: Linear, Studio City and Studio Zen of Filinvest Land,
Inc., Jazz Phase 2 and Grass Tower 2 of SMDC. Operating efficiency improved significantly
during the first half of 2012 due to better control on operating expenses. s a result, net
income for the first half jumped to P474 million from P209 million it earned durng the same
perod in 2011,




Review of financial condition as of June 30, 2012 as compared with financial
condition as of December 31, 2011

Financial Condition

As of the end of the second quarter of 2012, total assets stood at P8.93 billion, 14% higher
than its value of P7.83 billion as of the end of 2011. Current assets grew by 8% due to the
increase in short-term investments by 119% because the Company invested its cash in short-
term money market products that significantly contributed to the decrease in cash and cash
equivalents by 57% or P817 million. In addition, other current assets increased by 76% due
to the increase in prepaid tax because the Company availed its TTH incentive starting the
fourth quarter of poor year.

Meanwhile, non-current assets grew by 29% due mainly to the increase in property and
equipment and other non-current assets which include deferred input tax on purchases of
capital asset. Increase in property and equipment was a result of the addidons of newly
acquired construction equipment to support the existing and new projects of the Company.

On the other hand, total liabilities registered an increase of 16%, from P3.92 hillion as of the
end of 2011 to P4.53 billion at the end of the first half of 2012. This is mainly due to the
increase in Interest-bearing loans by 70% as a result of additional short-term bank loans and
finance lease for construction equipment.

Marerial Changes to Megawide’s Income Statement for the Quarter Ended June 30,
2012 compared to the Income Statement for the Quarter Ended fune 30, 2011
(increase/decrease of 5% or more) o

Material Changes to Megawide’s Income Statement for the quarter ended June 30, 2012
compared to the Income Statement for the quarter ended June 30, 2011 are as follows:

= 31% increase in Contract Revenues
Increase in Contract Revenues arising from new projects booked by the Company

such as Linear, Smudio City and Studio Zen of Filinvest Land, Inc., Jazz Phase 2 and
(Grass Tower 2 of SMDC.

" 27% increase in Contract Costs
Increase in costs incurred from additional project accomplishments directly related to
the increase in contract revenue.

= 22% increase in Operatung Expenses
Increase is due to the increase in activity and projects.

* 113% increase in Finance Income
Increase in cash invested in short-term money market products.




®  246% increase in Finance Costs
Higher interest expense incurred as Megawide availed a long-term loan via a P1.0
Billion notes facility agreement with a local bank, availment of additional short-term

loans and finance lease.

= 15178% increase in other income
The increase is solely attributable to the sale of government bills at a premium.

= 118% increase in Net Income
Increase in contract revenues and operating efficiency.

Material Changes to Megawide’s Balance Sheet as of June 30, 2012 compared to the
Balance Statement as of December 31, 2011 (increase/decrease of 5% or more)

®  57% decrease in Cash and Cash Equivalents
Due to placements made in short-term money market products to earn additional
interest.

= 119% increase in Short-term Investnents
Macements in short-term money market products.

* 8% increase in Trade and other Receivables
Increase in trade receivable because of higher revenue earned as of second quarter
and billed in the following month.

" T6% increase in Other Current Assets
Increase in prepaid income tax because the Company is under ITH starting 4"

quarter of previous year.

= 29% increase in Property and Equipment
Acquisition of construction and transportation equipment to support the nperations

of L'ﬂe-{:m'npﬂ.n}'.

= 31% increase in Other Non-Current Assets
Increase in deferred input tax on purchases of fixed assets.

= 79% increase in Interest-bearing loans and borrowings, current and non-current
portion
Increase in finance lease for construction equipment and bank loans obtained from
local banks for working capital requirements.

= 15% increase in Billings in excess of costs on uncompleted contracts
Increase in revenue arising from newly started projects at the beginning of the year.

® 56% increase in Retained Earnings
Additional net income recorded for the quarter.

There are no other material changes in Megawide’s financial position by five percent (5%) or
more and condition that will warrant a more detailed discussion. Further, there are no
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material events and uncertainties known to management that would impact or change
reported financial information and condition of Megawide.

There are no known trends or demands, commitments, events or uncertainties that will result
in or that are reasonably likely to result in increasing or decreasing Megawide’s liquidity in
any material way. Megawide does not anticipate having any cash flow or liquidity problems.
It is not in default or breach of any note, loan, lease or other indebtedness or financing
arrangement requiring it to make payments.

There are no material off-balance transactions, arrangements, obligations (including
contingent obligations), and other relationships of Megawide with unconsolidated entities or
other persons created during the reporting period.

There are no matenal commitments for capital expenditures, events or uncertainties that
have had or that are reasonably expected to have a material impact on the continuing
operations of Megawide.

There were no seasonal aspects that had a material effect on the financial condition or results
of operations of Megawide.

There are no explanatory comments on the seasonality of interim operations. There are no
material events subsequent to the end of the interim period that have not been reflected in
the financial statements of the interim period.

There are no material ar.nuunts affecting assets, liabilities, equity, net income or cash flows
that are unusual in nature. Neither are there changes in estimates of amounts reported in
prior interim period of the current financial year.

LIQUIDITY AND CAPITAL RESOURCES

Cash Flows

The following table sets forth information from Megawide’s pro forma statements of cash
flows for the periods indicated:

(Amounts in P millions) For six (6) months ended June 30
Cash Flow 2012 2011
(unaudited) (unaudited)
Net cash provided by operating activities 63 120
MNet cash used in investing activides (1,593) ( 2,193)
MNet cash provided by financing activities 712 2,622
Indebtedness

As of June 30, 2012, Megawide has not been in default in paying interests and principal
amortizations.




Megawide is not aware of any events that will trigger direct or contingent financial
obligations that are material to it, including any default or acceleration of an obligation.

RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company is exposed to a variety of financial risks in relation to its financial instruments.
The Company’s risk management is coordinated with the BOD, and focuses on actively
securing the Company’s short-to-medium term cash flows by minimizing the exposure to
financial markets.

The Company does not engage in the trading of financial assets for speculatve purposes nor
does it write options. The most significant financial risks to which the Company is exposed
to are described below and in the succeeding pages.

Marker Risk

fa) Foreign Currency Risk
The Company has no significant exposure to foreign currency risks as most
transactions are denominated in Philippine peso, except for U.S. dollar and Euro
denominated Cash in bank amounting to P1.5 million as of June 30, 2012.

{b) Imterest Rate Risk
As at June 30, 2012, the Company is exposed to changes in market rates through its
short-term investments which are subject to 30 to 90 days repricing intervals. All other

financial assets and liabilities have fixed rates.

Credit risk

Credit risk is the risk that a counterparty fails to discharge an obligation to the Company.
The Company is exposed to this risk for various financial instruments, such as the granting
loans and receivables to customers and placing deposits with local banks and investment in

bonds.
The Company continuously monitors defaults of customers and other counterparties,

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

Generally, the maximum credit risk exposure of financial assets is the carrying amount of the
financial assets, as summarized below.

Cash and cash equivalents P 622,990,895
Short-term investments 1,701,235,903
Trade and other receivables

excluding advances

to suppliers 2,852,639,392
Refundable security deposits 17,844,532

B_5,194,710,722




fa) Cash and Cash Equivalent and Sbort-term Investments

The credit risk for cash and cash equivalents and short-term investments is considered
negligible, since the counterparties are reputable banks with high quality external credit
ratings and government bonds which are considered secured. About 49% of the
Company’s contract receivables as of June 30, 2012 due from SMDC. The Company
mitigates the concentration of its credit risk by repularly monitoring the age of its
receivables from this customer and ensuring that collections are received within the
agreed credit period.

(b)  Trade and Other Receivabies

Contract receivables are usually due within 30 to 60 days and do not bear any interest.
Some of the unimpaired trade receivables are past due as at the end of the

reporting period. No other financial assets are past due at the end of the reporting
period. The trade receivables that are past due but not impaired are as follows:

Not more than 3 months P 539,821,068

Maore than 3 months but
not more than 4 months 1,179,823,251
More than one year 43,358,097
P _1.763,002,416

The Company’s management considers that the financial assets which are past due
but not impaired for each reporting period are of good credit quality based on
historical default rates. The balance of such receivables relates to reputable
companies that have a good track record with the Company.

(¢} Refundable Security Depasit

The Company is not exposed to any significant credit risk exposures to the Company’s
lessors as lease agreements were executed with reputable entities. The Company can
negotiate, before the end of the lease term, to apply deposit to rentals due.

Liguidity Risk

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

The Company maintains cash to meet its iquidity requirements for up to 60-day periods.
Excess cash is invested in time deposits or short-term marketable securities. Funding for
long-term liquidity needs is additionally secured by an adequate amount of committed credit
fadlities and the ability to sell long-term financial assets.

As at June 30, 2012 the Company’s financial liabilities have contractial maturities which are
presented below.




Current MNon-current

Interest-bearing loans and borrowings P 837,364,300 P 1,280,004,201
Trade and other payables 27 .
E_1,678,991,438 P_1,280,004,201

Financial Instruments

The Company categorized its financial instruments as financial asset and financial hiabilitdes.
Financial assets and financial liabilities are recognized when the Company becomes a party to
the contractual terms of the financial instrument.

The Company’s finandial assets include fair value through profit and loss (FVTPL) and
loans and receivables. FVTPL includes short-term placements and retail treasury bonds
(RTB) that are measured at fair value, and changes therein are recognized in profit or loss.
Loans and receivables include Cash and Cash Equivalents, Short-Term Investments and
Trade and Other Receivables (excluding Advances to suppliers) in the statement of
financial position. Loans and receivables are subsequently measured at amortized cost using
the effective interest method, less impairment loss, if any. Impairment loss is provided
when there is objective evidence that the Company will not be able to collect all amounts
due to it in accordance with the orginal terms of the receivables. The amount of the
impairment loss is determined as the difference between the assets’ carrying amount and
the present value of estimated future cash flows, discounted at the effective interest rate.

Financial liabilities, which include interest-bearing loans and borrowings, and trade and other
payables [excluding output value-added tax (VAT) payable, unearned income and estimated
liability on liigation claims] are measured at amortized cost using the effective interest rate
method. '

The fair value of the Company’s FVTPL are categorized as level 1 wherein quoted prices in
active markets for identical assets was used as valuation basis. The Company did not use
significant judgment in classifying its FVTPL in the fair value hierarchy because of the
availability of a market that quotes prices of identical asset.

The Company considered the risk in the valuation of its financial assets by referring to
quoted prices in an active markets for its FVTPL, regularly monitor the age of its receivables
from its customers and ensuring that collections are reccived within the agreed credit period.
Impairment loss is provided when there is objective evidence that the Company will not be
able to collect all amounts due to it in accordance with the original terms of the receivables.
The amount of the impairment loss is determined as the difference between the assets’
carrying amount and the present value of estimated future cash flows, discounted at the
effective interest rate.




Finandal liabilities are recognized when the Company becomes a party to the contractual
terms of the instrument. All interest-related charges are recognized as an expense in profit
or loss as part of Finance costs under the Other income (charges) account in the statement
of comprehensive income.

The Company’s FVTPL is the only financial asset measured at fair value as of the end of the
second quarter. The Company sold its FVIPL in first quarter resulting to gain on sale of
P11.18M presented as other income in the statement of comprehensive income. As of the
second quarter, the Company opted not to revalue its RTB since the Company has no plan

in selling its remaining FVTPL.

The Company does not have investment in foreign securities.

Key Performance Indicators

Megawide's top key performance indicators (KPIs) are listed below:

LIQUIDITY RATIOS
Key Indicators June 30, 2012 | December 31, 2011
Current ratio 1.85 1.89
Acid test ratio 1.74 1.66
Cash ratio 0.72 0.70
Book value per share 3.94 252

SOLVENCY RATIOS
Key Indicators ' June 30, 2012 | December 31, 2011
Interest-bearing debt ratio 0.33 0.30
Total debt ratio 0.51 (.50
Interest coverage ratio 16.11 31.67
Debt to equity ratio 0.48 0.42
Asset to equity ratio 2.03 2.00

PROFITABILITY RATIOS

Key Indicators June 30, 2012 June 30, 2011
Earnings per Share (.43 (.26
Return on Assets 5.51% 4.30%
Net Profit Margin 13.00% 7.53%
Notes:

1. Current Ratio (Current Assets / Current Liabilides)
To test the Company ability to pay its short-term debts
2. Aad Test Ratio (Quick Assets/Current Liabilities)
Measures the Company’s ability to pay its short-term debts from its most liquid
assets without relying on inventory
3. Cash Ratio (Cash + Cash Equivalents + Marketable Securities/ Current Liabilities)
A more conservative vanation of quick ratio. Measures the Company’s ability to pay
its short-term debts from its most liquid assets without relying on receivables and

inventory
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8.

9.

Book Value per Share (Equity/Shares Outstanding)
Measures the amount of net assets available to stockholders of a given type of stock
Interest-Bearing Debt Rato (Interest-Bearing Debt/ Equity + Interest-Bearing Debt)
Measures the extent to which the assets having explicit cost are financed by interest-
bearing debt
Total debt ratio (Total Liabilities/Total Assets)
Measures the percentage of funds provided by creditors
Asset to equity ratio (T'otal Asset/Total Equity)
Shows the relationship of the total assets to the portion owned by shareholders.
Indicates a Company’s leverage, the amount of debt used to finance the firm.
Earnings per Share (Net Income/Average Outstanding Shares)
Reflects the Company’s earning capability
Return on Assets (INet Income/Total Assets)
Indicates whether assets are being used efficiently and effectively

10. Net Profit Margin (Gross Profit/Total Sales)

Measures the percentage of net income to sales

11



Submissions of SEC Form 17-C:

PART Il - OTHER INFORMATION

Date Filed

Particulars

April 3, 2012

Corporate Governance Guidelines
Disclosure

April 13, 2012

Report on the number of shareholders
::rwnjng 1 board lot each and Foregn
Ownership Report as of March 31, 2012

April 17, 2012

List of Top 100 Stockholders as of March
31,2012

April 20, 2012

Public Ownership Report as of March 31,
2m2

April 26, 2012

Report on the use of proceeds as of March
31,2012

May 9, 2012 Report on the number of shareholders
owning 1 board lot each and Foreign
Ownership Report as of April 30, 2012

June 5, 2012 Annual List of Stockholders

June 8, 2012 Report on the number of sharecholders

owning 1 board lot each and Foreign
Owmnership Report as of May 31, 2012




SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly
caused this report to be signed by the undersigned thereto duly authorized.

MEGAWIDE CONSTRUCTION CORPORATION

MICHAEL C.'COSIQUIEN OLI :'/rkv

Principal Executive Officer Princip Financial Officer
Date: Sept. 26, 2012 Dste: Sept. 26, 2012
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MEGAWIDE CONSTRUCTION CORPORATION
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2012 AND DECEMBER 31, 2011

{Amounnts in Philippine Pesos)
June 30, 2012 December 31, 2011
(UNAUDITED) (AUDITED)
ASSETS
CURRENT ASSETS
Cash and cash equivalents P 622,990,895 1,440,677,903
Short-term investments 1,701,235,903 TI7,938,096
Trade and other receivables - net 3,304,958,187 3,055,939,023
Constructon materials 177,250,327 171,171,138
(Other current assets 163,953,381 93,349,979
Total Current Assets 5,970,388.694 53,539,076,13%
NON-CURRENT ASSETS
Property and equipment - net 2,817,752,385 2,183,564 852
Deferred tax assets 20,296,912 20,296,912
Other non-current assets 118,969,290 90,931,235
Total Non-current Assets 2,957,018,587 2,294 792 999
TOTAL ASSETS P 8,927,407,280 7,833,869 138
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Interest-bearing loans and borrowings P 837,364,309 493,841,904
Trade and other payables 841,627,129 875,703,641
Billings in excess of costs on
uncompleted contracts - net 1,550,990,671 1,352,288 853
Total Current Liabilines 3,229,982,109 2721 834 488
NON-CURRENT LIABILITIES
Interest-bearing loans and borrowings 1,280,004,201 1,168,%65,421
Retirement benefit obligation 24 488,775 24 488,775
Total Non-current Liabilities 1,304,492,976 1,193,454 196
Total Liahilities 4,534,475,084 3,915,288,684
EQUITY
Capital stock 1,114,100,003 1,114, 100,003
Additional paid-in capital 1,961,729,695 1,961,729,696
Retained earnings 1,317,102,497 842,750,755
Total Equiry 4,392,932,196 3,918,580,454
TOTAL LIABILITIES AND EQUITY P 8,927.407,280 7,833 869,138

(See Notes to Financial Statements)




MEGAWIDE CONSTRUCTION CORPORATION
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS AND THE THREE MONTHS ENDED JUNE 30, 2012 AND 2011

{(Amounts in Philippine Pesos)
(UNAUDITED)
SIX MONTHS THREE MONTHS
2012 2011 2012 2011
CONTRACT REVENUES 3,639,081,599 2782719954 1,433,806,625 1,428,828 595
CONTRACT COSTS 3,030,476,168 2,395,006,584 1,208,763,365 1,269,702,662
GROSS PROFIT 608,605,431 387,623,370 225,043,260 159,125,933
OTHER OPERATING EXPENSES 121,742,536 99,549,704 12,138,112 14,964,502
OPERATING PROFIT 486,862,894 288,073,666 212,905,147 144,161,431
OTHER INCOME(CHARGES)
Finance income 33,541,202 15,779,549 19,065,884 14,168,717
Finance costs ( 33,176,884 ) | 9591.236) ( 11,707,876 ) ( 2,455,262 )
Others - net 14,050,439 | 93,184 ) 1,440,562  ( 10,397,440 )
14,414,757 6,095,129 8,798,569 1,316,015
PROFIT BEFORE TAX 501,277,651 294,168,795 221,703,717 145,477 446
TAX EXPENSE | 26925910 ) ( B4.513,647) 12,120,581 ) ( 39,907,853 )
NET PROFIT 474,351,742 209,655,148 209,583,136 105,569,593
OTHER COMPREHENSIVE INCOME - . - -
TOTAL COMPREHENSIVE INCOME 4'?4!355.1"41 209,655,148 209,583,136 105,569,593



MEGAWIDE CONSTRUCTION CORPORATION
STATEMENTS OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(Amounts in Philippine Pesos)
(UNAUDITED)
2012 2011

CAPITAL STOCK

Balance at beginning of period P 1,114,100,003 565,000,002

Issuance during the penod - 292,000,000

Balance at end of perniod 1,114,100,003 857,000,002
ADDITIONAL PAID-IN CAPITAL

Balance at beginning of period 1,961,729.696 60,000,000

Additions during the period - 1,925,119.959

Balance at end of year 1,961,729,696 1,985,119,959
RETAINED EARNINGS

Balance at beginning of perod 842,750,755 349,728,115

Net profit 474,351,742 209,655,148

Balance at end of period 1,317,102,497 559,383,263
TOTAL EQUITY P 4,392,932,19% 3,401,503,224

(See Notes to Financial Statements)



MEGAWIDE CONSTRUCTION CORPORATION
STATEMENTS OF CASH FLOWS
FOR THE 5IX MONTHS ENDED JUNE 31, 2012 AND 2011

{Amounts in Philippine Pesos)
(UNAUDITED)
012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before rax P 501,277,651 P 204,168,795
Adjustments for
Depreciation 68,955,724 90,274,435
Interest expense 33,176,884 9,591,236
Interest income (33,541,202) (15,779,549
Openating profit before wodang capital changes 569,869 058 378,254,97
Diecrease{Increase) in trade and other receivables (249,019,164) £99 861,791
Increase in inventones (6,079,189) (2,653,777)
Increase in costs in excess of billings on uncompleted contracts - (134,210,227
lncrease in prepayments and other current assets (97,529,312) (70,996, B%6)
Increase in other non-current assets (28,038,055) -
Diecrease in trade and other payables (324,870,262) (187,047,364
Increase in deposits - 49 838 645
Decrease{Increase) in billings in excess of costs on uncompleted contracts 198,701,818 {T68,800,611)
Increase in retirement benefit obligaton - 949,319
Cash generated from operations 63,034,594 165,195,797
Cash paid for income taxes - (45,237,503
Met Cash From Operating Activities 63,034,594 119,958,294
CASH FLOWS FROM INVESTING ACTIVITIES
Increase in Short-term Investments (923,297,807) (1,480,992, 756)
Acquisitions of property and equipment (703,143,257} (727,881,513)
Interest received 33,541,202 15,779,549
Proceeds from sale of property and equipment - .
Met Cash Used in Investing Activities (1,592,899,862) (2,193,094,720
CASH FLOWS FROM FINANCING ACTIVITIES
Met proceeds from loans 745,354,544 414,462,242
Interest paid (33,176,884) (9,591,236)

Proceeds from issuance of shares of stock 2.217,119.959

Met Cash From Financing Activities 712,177,961 2,621,990,965

NET INCREASE(DECREASE) IN CASH AND
CASH EQUIVALENTS (817,687 ,008) 548 854 539

CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD 1,440,677,903 185,275,109

CASH AND CASH EQUIVALENTS
AT END OF PERIOD P 622,990,895 P 734,120,648

(See Motes to Financial Statemenis)



MEGAWIDE CONSTRUCTION CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012
(Amounts in Philippine Pesos)
(UNAUDITED)

CORPORATE INFORMATION

Megawide Construction Corporation (the Company) was incorporated in the Philippines
on July 28, 2004 and is engaged in the general construction business, including
constructing, enlarging, repairing, or engaging in any work upon buildings, houses and
condominium, roads, plants, bridges, piers, waterworks, railroads and other structures. It
performs general construction works which involve site development, earthworks,
structural and civil works, masonry works, architectural finishes, electrical works, plumbing
and sanitary works, fire protection works and mechanical works.

Currently, the Company is continuously engaged in the business of construction, its sole
business activity where it utilizes the services of subcontractors. Hence, no segment
information and disclosures are presented in the Company’s financial statements.

On January 28, 2011, the Philippine Stock Exchange (PSE) and the Philippine Secuntes
Exchange Commission (SEC) approved the Company’s application for the listing of its
common stock. The approval covers the initial public offering of 292 million unissued
common shares of the Company at P7.84 offer pnice per share and the listing on PSE’s
main board on February 18, 2011.

The registered office of the Company, which is also its principal place of business, is
located at the 2™ Floor Spring Building, Arnaiz Avenue corner P. Burgos St., Pasay City.
The Company also maintains an engineering office at No. 66 Scout de Guia cor. Scout
Tobias, Brgy. Laging Handa, Quezon City, and an extension office at

3" Floor of JSB Building, Tomas Morato, Quezon City.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

The financial statements of the Company have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). PFRS are adopted by the Financial
Reporting Standards Council (FRSC) from the pronouncements issued by the
International Accounting Standards Board.



The financial statements have been prepared using the measurement bases specified by
PFRS for each type of asset, liability, income and expense. The measurement bases are
more fully descnibed in the accounting policies that follow.

(k) Presentation of Financial Statements

@

The financial statements are presented in accordance with Philippine Accounting
Standard (PAS) 1, Presentation of Financial Statements. The Company presents all items of
income and expenses in a single statement of comprehensive income. Two
comparative periods are presented for the statement of financial position when the
Company applies an accounting policy retrospectively, makes a retrospective
restatement of items in its financial statements, or reclassifies items in the financial
statements.

Functional and Presentation Currency

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

Items included in the financial statements of the Company are measured using its
functional currency, the currency of the primary economic environment in which the

Company operates.

2.1 Adoption of New Interpretations, Revisions and Amendments to PFRS

(a) Effective in 2071 that are Relevant to the Company

In 2011, the Company adopted the following amendments, interpretation and annual
improvements to PFRS that are relevant to the Company and effective for financial
statements for the annual period beginning on or after January 1, 2011:

PAS 24 (Amendment) :  Related Party Disclosures
Philippine Interpretation

International Financial

Reporting Interpretations

Committee (IFRIC) 14

(Amendment) :  Prepayment of Minimum Funding
Requirement
IFRIC 19 :  Extinguishing Financial Liabilities with
Equity Instruments
Vanous Standards : 2010 Annual Improvements to PFRS5



Discussed below are the effects on the financial statements of the new interpretation,
amendments, interpretation and improvements to PFRS and related interpretation.

(1) PAS 24 (Amendment), Related Party Disclosures (effective from January 1, 2011).
The amendment simplifies and clarifies the definition of a related party by
eliminating inconsistencies in determining related party relatonships. The
amendment also provides partial exemption from the disclosure requirements
for government-related entities to disclose details of all transactions with the
government and other government-related entities. The adoption of this
amendment did not result in any significant changes on the Company’s
disclosures of related parties in its financial statements.

(i) Philippine Interpretation IFRIC 14, (Amendment), Prepayments of a Mininesm
Funding Requirement (effective from January 1, 2011). This interpretation addresses
unintended consequences that can anse from the previous requirements when an
entity prepays future contributions into a defined benefit pension plan. It sets out
guidance on when an entity recognizes an asset in relation to a surplus for defined
benefit plans based on PAS 19, Employee Benefits, that are subject to a2 minimum
funding requirement. The Company is not subject to minimum funding
requirements and it does not usually make substantial advance contributions to its
retirement fund, hence, the adoption of the revised standard has no material
effect on its financial statements.

(i) Philippine Interpretation IFRIC 19, Extingwishing Financial Liabilities with Equity
Instruments (effective from July 1, 2010). This interpretation clarifies the
accounting when an entity renegotiates the terms of a financial iability through
issuance of equity instruments to extinguish all or part of the financial liability.
These transactions are sometimes referred to as “debt for equity” exchanges or
swaps. The interpretation requires the debtor to account for a financial liability
which is extinguished by equity instruments as follows:

e the issue of equity instruments to a creditor to extinguish all or part of a
financial liability is consideration paid in accordance with
PAS 39, Financial Instruments: Recognition and Measurement,

e the entity measures the equity instruments issued at fair value, unless this
cannot be reliably measured;

e if the fair value of the equity instruments cannot be reliably measured, then
the fair value of the financial liability extinguished is used; and,

e the difference between the carrying amount of the financial liability
extinguished and the consideration paid is recognized in profit or loss.

The adoption of the interpretation did not have a matenal effect on the
Company’s financial statements as it did not extinguish financial Liabilities

through equity swap during the year.



(iv) 2010 Annual Improvements to PFRS. The FRSC has adopted the 2070
Improvements fo PFRS. Most of these amendments became effective for annual
periods beginning on or after July 1, 2010 or January 1, 2011. Among those
improvements, only the following amendments which are effective from
January 1, 2011 were identified to be relevant to the Company’s financial
statements but which did not have any material impact on its financial statements:

e PAS 1 (Amendment), Presentation of Financial Statements: Clarification of
Statement of Changes in Equity (effective from July 1, 2010). The amendment
clarifies that, for each component of equity, an entity may present an
analysis of other comprehensive income either in the statement of changes
in equity or in the notes to the financial statements. As the Company
currently has no other comprehensive income, the adoption of this
standard did not impact the Company’s financial statements.

e PAS 3 (Amendment), Interimr Financial Reporting — Significant Event and
Transactions (effective from January 1, 2011). The amendment provides
further guidance to illustrate how to apply disclosure principles under PAS
34 for significant events and transactions to improve interim financial
reporting. [t requires additional disclosure covering significant changes to
fair value measurement and classification of financial instruments, and to
update relevant information from the most recent annual report. This
amendment has no significant effect on the interim financial statements as
the Company already provides adequate information in 1ts intenim financial
statements.

¢ PFRS 7 (Amendment), Financial Instruments: Clarification of Disclosures
(effective from January 1, 2011). The amendment clanfies the disclosure
requirements which emphasize the interaction between quantitative and
qualitative disclosures about the nature and extent of risks arising from
financial instruments. It also amends the required disclosure of financial
assets including the financial effect of collateral held as security. This
amendment has no significant effect on the financial statements since the
Company already provides adequate mformation in its financial statements
in compliance with the disclosure requirements.

(b) Effective in 2011 but not Relevant to the Company
The following amendments, interpretations and improvements to published standards

are mandatory for accounting periods beginning on or after January 1, 2011 but are not
relevant to the Company’s financial statements:

PAS 21 * :  The Effects of Changes in Foreign
Exchange Rates

PAS 28 * :  Investment in Associates

PAS 31+ :  Investment in Joint Ventures

PAS 32 (Amendment) :  Financial Instruments: Presentation —
Classification of Rights Issues

PFRS 1 (Amendment) :  First Time Adopton of PFRS —

Financial Instrument Disclosures



PFRS 1 (Amendment) : First Time Adoption of PFRS — [nterim
Information, Deemed Cost Exemption, and

Rate-regulated Entities

PFRS 3 (Amendments) :  Business Combinations

IFRIC 13 :  Customer Loyalty Programmes — Fair Value
of Awards Credits

* Consequential amendments arising from PAS 27 (2008) amendmenis

(c)  Effective Subsequent to 2011 but not Adopted Early

There are new PFRS, amendments, annual improvements and interpretations to
existing standards that are effective for periods subsequent to 2011. Management has
initially determined the following pronouncements, which the Company will apply in
accordance with their transitional provisions, to be relevant to its financial
statements:

@

PAS 1 (Amendment), Financial Statements Presentation — Presentation of Items of Other
Comprebensive Income (effective from July 1, 2012). The amendment requires an
entity to group items presented in Other Comprehensive Income into those that,
in accordance with other PFRSs: (a) will not be reclassified subsequently to profit
or loss and (b) will be reclassified subsequently to profit or loss when specific
conditions are met. The Company believes that adoption of this amendment in
2013 will not have any significant effect on its financial statements as the
Company currently has no other comprehensive income.

PAS 19 (Amendment), Employee Benefits (effective from January 1, 2013).

The amendment made a number of changes as part of the improvements
throughout the standard. The main changes relate to defined benefit plans as
follows:

e eliminates the corridor approach under the existing guidance of PAS 19 and
requires an entity to recognize all gains and losses arising in the reporting
perod;

* streamlines the presentation of changes in plan assets and liabilities resulong
in the disaggregation of changes into three main components of service costs,
net interest on net defined benefit obligation or asset, and remeasurement;
and,

¢ enhances disclosure requirements, including information about the
characteristics of defined benefit plans and the nisks that entities are exposed
to through participation in them.

Currently, the Company is using the corridor approach and its unrecognized
actuarial losses as of December 31, 2011 amounted to P20.6 million which will
be retrospectively recognized as losses in other comprehensive income in 2013,




(111)

(iv)

PFRS 7 (Amendment), Financial Instruments: Disclosures — Transfers of Financial Ausets
(effective from July 1, 2011). The amendment requires additional disclosures that
will allow users of financial statements to understand the relationship between
transferred financial assets transactions of financial assets that are not
derecognized in their entirety and the associated liabilities; and, to evaluate the
nature of, and nsk associated with any continuing involvement of the reporting
entity in financial assets that are derecognized in their entirety. The Company
does not usually enter into this type of arrangement with regard to transfer of
financial asset, hence, the amendment may not significantly change the
Company’s disclosures in its financial statements.

PFRS 9, Financial Instruments: Classification and Measurement (effective January 1,
2015). Thus 1s the first part of a new standard on classification and measurement
of financial assets and financial liabilities that will replace PAS 39 in its entrety.
This chapter deals with two measurement categories for financial assets:
amortized cost and fair value. All equity instruments will be measured at fair
value while debt instruments will be measured at amortized cost only if the entity
is holding it to collect contractual cash flows which represent payment of
principal and interest. The accounting for embedded derivatives in host
contracts that are financial assets is simplified by removing the requirement to
consider whether or not they are closely related, and, in most arrangement, does
not require separation from the host contract.

For liabilities, the standard retains most of the PAS 39 requirements which
include amortized-cost accounting for most financial liabilities, with bifurcation
of embedded derivatives. The main change is that, in case where the fair value
option is taken for financial habilities, the part of a fair value change due to an
entity’s own credit risk is recorded in other comprehensive income rather than in
profit or loss, unless this creates an accounting mismatch.

To date, other chapters of PFRS 9 dealing with impairment methodology and
hedge accounting are still being developed.

On May 16, 2011, the SEC published SEC Memorandum Circular No. 3 -
Guidance on the Implementation of PFRS 9. As required by the memorandum
circular, the Company is required to make an explicit statement on the
Company's December 31, 2011 financial statements about its plans to adopt
PFRS 9. The following are the Company’s plans with respect to the
memorandum circular:

e  That the Company has decided not to early adopt PFRS 9 for its 2011
financial statements and most likely will apply it untl all chapters have been
published at which time the Company expects it can comprehensively assess
the impact of the revised standard;

e  That the Company will conduct in the second quarter of 2012, an impact
evaluation of PFRS 9 using its 2011 financial statements and will explicitly
state the Company's decision in its June 30, 2012 financial statements,
whether to early adopt PFRS 9 for its 2012 financial statements or not; and,



®  [f the Company decides to early adopt for 1ts 2012 financial statements, the
June 30, 2012 financial statements will already reflect the application of
PFRS 9 and qualitative and quantitative discussion of the impact evaluation.

e The Company decided not to early adopt PFRS 9 in its June 30, 2012
financial statements.

(v) PFRS 13, Fair Value Measwurement (effective January 1, 2013). This standard aims
to improve consistency and reduce complexity by providing a precise
definition of fair value and a single source of fair value measurement and
disclosure requirements for use across PFRSs. The requirements do not extend
the use of fair value accounting but provide guidance on how it should be applied
where its use is already required or permitted by other standards. The Company
believes that the adoption of the new standard in 2013 will not have any
significant effect on its financial statements as the Company usually enters into
transactions which results in assets being classified as “hold-to-collect contractual
cash flows,” thus, measured at amortized cost.

2.2 Financial Assers

Financial assets are recognized when the Company becomes a party to the contractual
terms of the financial instrument. Financial assets other than those designated and
effective as hedging instruments are classified into the following categories: financial
assets at fair value through profit or loss (FVTPL), loans and receivables, held-to-
maturity investments and available-for-sale financial assets. Financial assets are assigned
to the different categories by management on initial recognition, depending on the
purpose for which the investments were acquired.

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

The Company’s financial assets include FVTPL and loans and receivables as follows:
(a) FVTPL

This category includes financial assets that are either classified as held for trading or
that meets certain conditions and are designated by the entity to be carried at fair
value through profit or loss upon initial recognition. All derivatives fall into this
category, except for those designated and effective as hedging instruments. Assets in
this category are classified as current if they are either held for trading or are expected
to be realized within 12 months from the end of the reporting penod.

Financial assets at FVTPL are measured at fair value, and changes therein are
recognized in profit or loss. Financial assets (except derivatives and financial
instruments originally designated as financial assets at fair value through profit or
loss) may be reclassified out of fair value through profit or loss category if they are no
longer held for the purpose of being sold or repurchased in the near term.




(b) Loans and Receivabies

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They anse when the Company
provides money, goods or services directly to a debtor with no intention of trading
the receivables. They are included in current assets, except for maturities greater than
12 months after the reporting period which are classified as non-current assets.

Loans and receivables are subsequently measured at amortized cost using the
effective interest method, less impairment loss, if any. Impairment loss is provided
when there is objective evidence that the Company will not be able to collect all
amounts due to it in accordance with the original terms of the receivables. The
amount of the impairment loss is determined as the difference between the assets’
carrying amount and the present value of estimated future cash flows, discounted at
the effective interest rate.

The Company’s financial assets categonzed as loans and receivables are presented as
Cash and Cash Equivalents, Short-Term Investments and Trade and Other
Receivables (excluding Advances to suppliers) in the statement of financial position.
Cash and cash equivalents are defined as cash on hand, demand deposits and
short-term, highly liquid investments with original maturities of three months or less,
readily convertible to known amounts of cash and which are subject to insignificant
risk of changes in value.

All income and expenses, including impairment losses, relating to financial assets that are
recognized in profit or loss are presented as part of Finance costs or Finance income in
the statement of comprehensive income.

For investments that are actively traded in organized financial markets, fair value is
determined by reference to exchange-quoted market bid prices at the close of business
on the reporting period. For investments where there is no quoted market price, fair
value is determined by reference to the current market value of another instrument which
is substantially the same or is calculated based on the expected cash flows of the
underlying net asset base of the investment.

Non-compounding interest, dividend income and other cash flows resulting from
holding financial assets are recognized in profit or loss when earned, regardless of how
the related carrying amount of financial assets is measured.

The financial assets are derecognized when the contractual rights to receive cash flows
from the financial instruments expire, or when the financial assets and all substantial risks
and rewards of ownership have been transferred.

2.3 Construction Marerials

Construction matenals are valued at the lower of cost and net realizable value. Costis
determined using the first-in, first-out method. The cost of construction matenals includes
all costs directly attnbutable to acquisition such as the purchase price, import duties and
other taxes that are not subsequently recoverable from taxing authorities.

The net realizable value of construction materials is the current replacement cost.




2.4 Property and Equipment

Property and equipment, except land and construction in progress, are carried at
acquisition cost or construction cost less subsequent depreciation and any impairment
losses. Land held for use in operations or administration is stated at cost less any
impairment losses.

The cost of an asset comprises its purchase price and directly attributable costs of bringing
the asset to working condition for its intended use. Expenditures for additions, major
improvements and renewals are capitalized; expenditures for repairs and maintenance are
charged to expense as incurred. When assets are sold, retired or otherwise disposed of,
their cost and related accumulated depreciation and any impairment losses are removed
from the accounts and any resulting gain or loss is reflected in profit or loss for the period.

Depreciation is computed on straight-line basis over the estimated useful lives of the assets
as follows:

Building 25 years
Transportation equipment 5 years
Office equipment 3 years
Construction and other equipment 2-5 years

Construction in progress represents propetties under construction and is stated at cost.
This includes cost of construction of the Company’s building and precast factory and other
direct costs. The account is not depreciated until such time that the assets are completed
and available for use.

Transportation equipment held under finance lease agreements (see Note 2.11) are
depreciated over their expected useful lives (determined by reference to comparable
owned assets) or over the term of lease, if shorter.

The Company’s property and equipment are subject to impairment testing whenever
events or changes in circumstances indicate that the carrying amount may not be

recoverable.

The residual values and estimated useful lives of property and equipment are reviewed, and
adjusted if appropmrate, at the end of each reporting penod.

Fully depreciated assets are retained in the accounts until these are no longer in use and no
further charge in depreciation is made in respect of these assets.

An item of property and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item) is included in the profit or loss in
the year the item 1s derecogmized.




2.5 Intangible Assets

Intangible assets include acquired computer software licenses, which are accounted for
under the cost model. The cost of the asset is the amount of cash or cash equivalents
paid or the fair value of the other considerations given up to acquire an asset at the
time of its acquisition or production. Capitalized costs are amortized on a straight-line
basis over the estimated useful lives (ranging from three to five years) as the lives of
these intangible assets are considered finite. In addition, intangible assets are subject to
impairment testing as descnbed in Note 2.13.

Acquired computer software licenses are capitalized on the basis of the costs incurred
to acquire and install the specific software. Costs associated with maintaining
computer software and those costs associated with research activities are recognized as
expense in profit or loss as incurred. Costs that are directly attributable to the
development phase of new customized software for information technology are
recognized as intangible assets if, and only if, the Company can demonstrate all of the
following recognition requirements:

(1) technical feasibility of completing the prospective product for internal use or sale;

(1) the intangible asset will generate probable economic benefits through internal use
or sale;

(iii) intention and ability to complete, i.e., availability of sufficient technical, financial
and other resources necessary for completion, and use or sell the asset; and,

(iv) ability to measure reliably the expenditure attributable to the intangible asset
during development.

An intangible asset is derecognized on disposal or when no future economic benefits
are expected from its use or disposal. The gain or loss arsing from derecognition of an
intangible asset is determined as the difference between the net disposal proceeds and
carrying value of the asset, and is charged to profit or loss for the period.

2.6 Financial Liabilities
Financial liabilities, which include interest-bearing loans and borrowings, and trade and
other payables [excluding output value-added tax (VAT) payable, unearned income and

estimated liability on litigation claims)] are measured at amortized cost using the effective
interest rate method.

Financial liabilities are recognized when the Company becomes a party to the contractual
terms of the instrument. All interest-related charges are recognized as an expense in profit
or loss as part of Finance costs under the Other income (charges) account in the statement
of comprehensive income. Interest-bearing loans and borrowings are raised for support of
funding of operations. They are recognized at proceeds received, net of direct issue costs.

Trade and other payables are initially recognized at their fair value and subsequently
measured at amortized cost.



Obligations under finance lease (included as part of Interest-bearing loans and borrowings)
are recognized at amounts equal to the fair value of the leased property or, if lower, at the
present value of minimum lease payments, at the inception of the lease.

Dividend distributions to shareholders are recognized as financial liabilities upon
declaration by the BOD.

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

Financial liabilities are derecognized from the statement of financial position only when the
obligations are extinguished either through discharge, cancellation or expiration.

2.7 Provisions and Contingencies

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

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at the end of reporting period,
including the risks and uncertainties associated with the present obligation. Where there
are a number of similar obligations, the likelihood that an outflow will be required in
settlement 1s determined by considenng the class of obligations as a whole. In addition,
where time value of money is material, long-term provisions are discounted to their present
values using pretax rate that reflects market assessments and the risks specific to the
obligation. Provisions are reviewed at the end of each reporting period and adjusted to
reflect the current best estimate.

In those cases where the possible outflow of economic resource as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the financial statements. Similarly,
possible inflows of economic benefits to the Company that do not yet meet the
recognition criteria of an asset are considered contingent assets, hence, are not recognized
in the financial statements. On the other hand, any reimbursement expected to be received
in the course of settlement of the present obligation is recognized, if virtually certain as a
separate asset, not exceeding the amount of the related provision.




2.8 Construction Revenue and Costs

The Company uses the percentage of completion method to determine the appropriate
amount to recognize as contract revenue and cost in a given period. The stage of
completion is measured through surveys done by the Company’s project engineers in
accordance with terms, conditions and technical specifications stipulated in the contract.
Contract cost is determined based on total estimated cost to complete the project, as
determined by project engineers, taking into consideration the stage of completion of the
projects.

When the outcome of a construction contract cannot be estimated reliably, contract
revenue is recognized only to the extent of contract costs incurred that are likely to be
recovered.

When the outcome of a construction contract can be estimated reliably and it is probable
that the contract will be profitable, contract revenue is recognized over the period of the
contract based on the percentage of completion. When it is probable that total contract
costs will exceed total contract revenue, the expected loss is recognized as an expense
immediately.

The Company presents as an asset the gross amount due from customers for contract
work for all contracts in progress for which costs incurred plus recognized profits (less
recognized losses) exceed progress billings under current assets as Costs in excess of
billings on uncompleted contracts. Progress billings not yet paid by customers and
retention are included in Trade and other receivables account in the statement of financial

position.

The Company presents as a liability the gross amount due to customers for contract work
for all contracts in progress for which progress billings exceed costs incurred plus
recognized profits (less recognized losses) under current liabilities as Billings in excess of

costs on uncompleted contracts.

Prior to commencement of the project, cash received from customers are presented as
Advances from customers account under the current liabilities section of the statement of

financial position.
2.9 Revenue and Expense Recognition

Revenue comprises revenue from rendering of services measured by reference to the fair
value of consideration received or receivable by the Company for services rendered,
excluding VAT.

Revenue is recognized to the extent that the revenue can be reliably measured; it 1s
probable that the economic benefits will flow to the Company and the costs incurred or to
be incurred can be measured reliably. In addition, the following specific recognition
criteria must also be met before revenue is recognized:

(a) Rendering of services — Revenue from construction of buildings is recognized using the
petcentage-of-completion method based on the physical completion of the project
(see MNote 2.9).




(b) Interest income — Income is recognized as the interest accrues taking into account the
effective yield on the asset.

Cost and expenses are recognized in profit or loss upon utilization of goods or services or
at the date they are incurred. All finance costs are reported 1n profit or loss, except
capitalized borrowing costs which are included as part of the cost of the related qualifying
asset (see Note 2.15), on an accrual basis.

2.10 Leases — Company as Lessee

Leases, which transfer to the Company substantially all risks and benefits incidental to
ownership of the leased item, are classified as finance leases and are recognized as assets
and liabilities in the statement of financial position at amounts equal at the inception of the
lease to the fair value of the leased property or, if lower, at the present value of minimum
lease payments. Lease payments are apportioned between the finance costs and reduction
of the lease liability so as to achieve a constant rate of interest on the remaining balance of
the hiability. Finance costs are recognized in profit or loss. Capitalized leased assets are
depreciated over the shorter of the estimated useful life of the asset or the lease term.

For sale and leaseback transactions resulting in a finance lease, any excess of sales proceeds
over the carrying amount of the asset is not immediately recognized as income by the
Company (as seller-lessee) but deferred and amortized over the lease term. However, if the
carrying amount of the asset exceeds the sales proceeds, the loss 1s immediately charped to
profit or loss in the statement of comprehensive income.

Leases, which do not transfer to the Company substantially all the risks and benefits of
ownership of the asset, are classified as operating leases. Operating lease payments are
recognized as expense in the statement of comprehensive income on a straight-line basis
over the lease term. Associated costs, such as maintenance and insurance, are expensed as

incurred.

The Company determines whether an arrangement is, or contains, a lease based on the
substance of the arrangement. It makes an assessment of whether the fulfilment of the
arrangement 1s dependent on the use of a specific asset or assets and the arrangement
conveys a tight to use the asset.

2.11 Foreign Currency Transactions

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

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




2.13 Impairment of Non-financial Assets

The Company’s property, plant and equipment and intangible assets are subject to
impairment testing. All non-financial assets are tested for impairment whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable.

For purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). As a result, assets are
tested for impairment either individually or at the cash-generating unit level.
Impairment loss is recognized for the amount by which the asset’s or cash-generating
unit’s carrying amount exceeds its recoverable amounts which is the higher of its fair
value less costs to sell and its value in use. In determining value in use, management
estimates the expected future cash flows from each cash-generating unit and determines
the suitable interest rate in order to calculate the present value of those cash flows. The
data used for impairment testing procedures are directly linked to the Company’s latest
approved budget, adjusted as necessary to exclude the effects of asset enhancements.
Discount factors are determined individually for each cash-generating unit and reflect
management’s assessment of respective risk profiles, such as market and asset-specific
risk factors.

All assets are subsequently reassessed for indications that an impairment loss previously
recognized may no longer exist and the carrying amount of the asset is adjusted to the
recoverable amount resulting in the reversal of the impairment loss.

2,14 Employee Benefits
Post-employment benefit 1s provided to employees through a defined benefit plan.

A defined benefit plan is a post-employment plan that defines an amount of
post-employment benefit that an employee will receive on retirement, usually dependent
on one or more factors such as age, years of service and salary. The legal obligation for
any benefits from this kind of post-employment plan remains with the Company, even if
plan assets for funding the defined benefit plan have been acquired. Plan assets may
include assets specifically designated to a long-term benefit fund, as well as qualifying
insurance policies. The Company’s post-employment defined benefit plan covers all
regular full-ime employees. The post-employment plan is non-contnbutory and
administered by a trustee.

The liability recognized in the statement of financial position for post-employment defined
benefit plan is the present value of the defined benefit obligation (DBO) at the end of the
reporting period less the fair value of plan assets, together with adjustments for
unrecognized actuarial gains or losses and past service costs.

The DBO is calculated annually by independent actuaries using the projected unit credit
method. The present value of the DBO is determined by discounting the estimated future
cash outflows using interest rates of high quality corporate bonds that are denominated in
the currency in which the benefits will be paid and that have terms to maturity
approximating the terms of the related post-employment liability.




Actuarial gains or losses are not recognized as income or expense unless the total
unrecognized gain or loss exceeds 10% of the greater of the obligation and related plan
assets. The amount exceeding this 10% corridor is charged or credited to profit or loss
over the employees’ expected average remaining working lives. Actuarial gains and losses
within the 10% corridor are disclosed separately. Past service costs are recognized
immediately in the profit or loss, unless the changes to the post-employment plan are
conditional on the employees remaining in service for a specified period of time (the
vesting period). In this case, the past service costs are amortized on a straight-line basis
over the vesting period.

2.15 Borrowing Costs

Borrowing costs are recognized as expenses in the period in which they are incurred,
except to the extent that they are capitalized. Borrowing costs that are directly attributable
to the acquisition or construction of a qualifying asset (Le., an asset that takes a substantial
period of time to get ready for its intended use or sale) are capitalized as part of cost of
such asset. The capitalization of borrowing costs commences when expenditures for the
asset and borrowing costs are being incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress. Capitalization ceases when substantially all
such activities are complete.

216 Income Taxes

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

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

Deferred tax is provided, using the liability method, on temporary differences at the end of
the reporting period between the tax base of assets and liabilities and their carrying
amounts for financial reporting purposes. Under the hability method, with certain
exceptions, deferred tax liabilities are recognized for all taxable temporary differences and
deferred tax assets are recognized for all deductible temporary differences and the carry-
forward of unused tax losses and unused tax credits to the extent that it is probable that
taxable profit will be available against which the deferred tax asset can be utilized. The
carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is probable that sufficient taxable profit will be available to
allow all or part of the deferred tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to
the period when the asset is realized or the liability is settled, provided such tax rates have
been enacted at the end of each reporting period.

Most changes in deferred tax assets or liabilities are recognized as a component of tax
expense in the profit or loss. Only changes in deferred tax assets or liabilities that relate to
items recognized in other comprehensive income or directly in equity are recognized in
other comprehensive income or directly to equity.




2.17 Related Party Transactions

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

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating
decisions. This includes: (a) individuals owning, directly or indirectly through one or more
intermediaries, control or are controlled by, or under common control with the Company;
(b) associates; and (c) individuals owning, directly or indirectly, an interest in the voting
power of the Company that gives them significant influence over the Company and close
members of the family of any such individual.

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

2.18 Equity
Capital stock represents the nominal value of shares that have been issued.

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

Retained earnings include all current and pnor peniod results of operations
as reported in profit or loss section of the statement of comprehensive income.

2.19 Earnings Per Share

Basic earnings per share is determined by dividing net profit by the weighted average
number of common shares subscribed and issued dunng the year after giving retroactive
effect to any stock dividends, stock split or reverse stock split declared in the current year,

if any.

Diluted earnings per share is computed by adjusting the weighted average number of
ordinary shares outstanding to assume conversion of dilutive potental shares. The
Company does not have dilutive potential shares outstanding as at the end of the reporting
period.



SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

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

3.1 Crtical Management Judgments in Applying Accounting Policies

In the process of applying the Company’s accounting policies, management has made the
following judgments, apart from those involving estimation, which have the most
significant effect on the amounts recognized in the financial statements:

fa) Operating and Finance I cases

The Company has entered into various lease agreements as a lessee. Critical judgment
was exercised by management to distinguish each lease agreement as either an
operating or finance lease by looking at the transfer or retention of significant risks and
rewards of ownership of the properties covered by the agreements. Failure to make
the right judgment will result in either overstatement or understatement of assets and
liabilities.

(b) Provisions and Contingencies

Judgment is exercised by management to distinguish between provisions and
contingencies. Policies on recognition and disclosure of provisions and disclosure of
contingencies are discussed in Notes 2.7.

3.2 Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a significant nisk of

causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year:

(a) Allewance for Impairment of Trade and Other Receivables

Allowance is made for specific and groups of accounts, where objective evidence of
impairment exists. The Company evaluates these accounts based on available facts and
circumstances, including, but not limited to, the length of the Company’s relationship
with the customers, the customers’ current credit status based on known market forces,
average age of accounts, collection expenence and histoncal loss expenence.




(b) Determining Net Realizable 17 alue of Inventories

(©)

(d)

(¢)

In determining the net realizable value of inventories, management takes into account
the most reliable evidence available at the time the estimates are made. The Company
periodically reviews its inventories for possible damaged and obsolete items. Items
identified as obsolete are provided with impairment allowance.

There was no allowance for obsolescence provided on inventories in both years.
Ulsefa! Lives of Property and Eqguipment

The Company estimates the useful lives of property and equipment based on the
period over which the assets are expected to be available for use. The estimated useful
lives of property and equipment are reviewed periodically and are updated if
expectations differ from previous estimates due to physical wear and tear, technical or
commercial obsolescence and legal or other limits on the use of the assets. In addition,
estimation of the useful lives of property and equipment is based on collective
assessment of industry practice, internal technical evaluation and experience with
similar assets. It is possible, however, that future results of operations could be
materially affected by changes in the amounts and timing of recorded expenses brought
about by changes in the factors mentioned above. An increase (decrease) in the
estimated useful life of any item of property and equipment would decrease (increase)
the recorded depreciation and increase (decrease) property and equipment.

Realizable Amonnt of Deferred Taxe Assets

The Company reviews its deferred tax assets at the end of each reporting period and
reduces the carrying amount to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the deferred tax asset to be
utilized.

Post-employment Benefit

The determination of the Company’s obligation and cost of post-employment benefit
is dependent on the selection of certain assumptions used by actuaries in calculating
such amounts. Those assumptions include, among others, discount rates and salary
increase rate. In accordance with PFRS, actual results that differ from the assumptions
are accumulated and amortized over future periods and, therefore, generally affect the
recognized expense and recorded obligation in such future periods.

Percentage of Completion

The Company uses the percentage-of-completion method in accounting for its gross
profit on construction contracts. The use of the percentage-of-completion method
requires the Company to estimate the stage of completion and total cost to be incurred
on a per project basis. If the proportion of the percentage of completed projects or
the total estimated cost per project differs from management’s estimates, the amount
of profit or loss would have changed.




4. INTEREST-BEARING LOANS AND BORROWINGS

The short-term and long-term interest bearing loans are as follows as of June 30, 2012 and
December 31, 2011:

June December
2012 2011
Current:
Bank loans P 640,793,750 P 350,000,000
Obligation under
finance lease 196,570,559 143 841,994
837,364,309 493,841,994
Non-current —
Notes payable 1,000,000,000 1,000,000,000
Obligation
under finance lease 280,004,201 168965421
1,280,004,201 1,168,965,421
P_2,117,368,509 P_1,662,807,415

A reconciliation of the carrying amount of loan at the beginning and end of June 30, 2012

is shown below.

BDO MBTC PNB Total
Delance &t Jammcy 350,000,000 : : 350,000,000
1, 2012
1st Quarter 200,625,000 = " 200,625,000
2nd Quarter 225,950,000 233,750,000 42,500,000 502,200,000
776,575,000 233,750,000 42,500,000  1,052,825,000
1st Quarter 105,000,000 : : 105,000,000
20d Quarter 307,031,250 ’ - 307,031,250
412,031,250 - ] 412,031,250
Balance at June 30,
e 364,543,750 233,750,000 42,500,000 640,793,750

2012

The bank loans are secured by certain contract receivables of the Company. The loans bear
a fixed rate that ranges from 3.80% to 4.00% 1 2012 and 4% in 2011. Total interest on




these loans amounted to P33.18 million and P9.59 million as of June 30, 2012 and 2011
respectively. ‘




MEGAWIDE CONSTRUCTION CORP.

Aging of Receivables
As of June 30, 2012

CLIENTS NAME CURRENT Over 30 Days Over 60 Days Over 90 Days Over 120 Days TOTAL
Antel Land Holdings Inc 17,300,499 50,425,136 32,257,194 12,341,409 - 112,324,238
Belle Corporation - 148,186,330 175,448,327 15,493,097 - 339,127,754
Cerwin Asya - 2,081,470 - - - 2,081,470
Dynamic Realty Resources Corp. 22,715,279 25,891,490 10,223,543 - - 58,830,312
Filinvest Land Inc. 6,588,508 45,935,565 “ - 52,524,073
Ground 18 Realty Corp. 90,434,474 47,397,332 22,513,012 - - 160,344,818
Malate Bayview Mansion 20,479,975 90,421,310 1,357,603 - - 112,258,887
Prince Jlun Property Holdings Inc. 2,935,439 - 32,498,211 - - 35,433,650
5M Development Corp. 410,494,420 154,706,178 201,215,584 89,128,091 34,532,940 890,077,213
GRAND TOTAL >>>>> 570,948,594 565,044,812 475,513,474 116,962,597 34,532,940 1,763,002,416






