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PART I –FINANCIAL INFORMATION 

 
Item 1.  Financial Statements 
 
The interim Consolidated Financial Statements of Megawide Construction Corporation 
(“Megawide”) as of June 30, 2016 with comparative figures as of December 31, 2015 and June 
30, 2015, 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  
 
  
A. 



P12.40 billion.  As a result, total construction order book as of June 30, 2016 stands at 
P42.29 billion. These new contracts include Phase 2 of Meridian Park of Double Dragon, 10 
West, St. Moritz, Southeast Asean Campus of Megaworld, and 8990 Tondo and Cubao by 
8990 Holdings Inc.   
 



Tax Expense increased by 116% or P194 million 
Tax expense increased due mainly on the expiration of the Parent’s Income Tax Holiday 
(ITH) Incentive in May 30, 2015 and growth in construction earnings in 2016.  Upon 
completion of the BOI registration terms and condition on the renovation of terminal 1, 
GMCAC availed its ITH incentive. GMCAC is entitled to ITH for period of three years or 
until December 2018. 
 
Net Income increased by 49% or P388 million 
The Group’s Consolidated Net Profit increased by P388 million compared to the same 
period in 2015 due to strong earnings from both construction and airport operations.  
 
 
B. FINANCIAL CONDITION 
Review of financial conditions of June 30, 2016 as compared with financial conditions of December 31, 2015 
 
Current Assets increased by 5% or P1.10 billion 
The following discussions provide a detailed analysis of the increase in current assets: 
 
Cash and cash equivalents increased by 81% or P2.65 billion 



Costs in excess of billings on uncompleted contracts – net decreased by 21% or 
P739M million  
The decrease is typically due to realization of catch up of billings versus actual cost incurred 
to date for projects nearing completion like BPO Araneta Phase 1, Dep-Ed Phase 2, 
Shangrila, Mareic, The Rise, Philam Life and Arthaland Substructure. 
 
Other current assets increased by 20% or P317 million 
The increase is mainly due to increase in input vat and downpayments to supplier of the 
Parent as a result of increased in new contracts ready for mobilization.  
 
Non-current assets increased by P375 million 
The following discussions provide a detailed analysis of the increase in non-current assets 
 
Investments in associates and joint venture increased by 7% or P54 million 
The Parent Company infused fresh cash in MWM, Terminals Inc. (MWMTI) amounting to 
P31 million. MWMTI is the Consortium between Megawide and WM Property Management 
who will engage in the business of constructing, operating, and maintaining integrated 
transport system terminals, stations, hubs and all allied business in relation thereto, including 
the construction, operations and maintenance of the commercial assets and establishments, 
pursuant to the Concession Agreement that was signed on February 25, 2015 by MWMTI 
and DOTC. The Group also recognized its share in net earnings on its investment in 
Citicore-Megawide Consortium Inc (CMCI) amounting to P23 million. CMCI is 10% owned 
by Megawide. 
 
Concession asset increased by 9% or P1.43 billion  
Increase is due to capital investments of airport subsidiary GMCAC related to the 
construction of the new terminal 2 of Mactan



Current liabilities decreased by 7% or P943 million 
The following discussions provide a detailed analysis of the decrease in current liabilities. 
 
Interest-bearing loans and borrowings current decreased by 18% or P642 million 
The Parent Company paid portion of its short-term bank loans. 
 
Trade and other payables decreased by 2% or P115 million 
Decrease is basically due to payments made on extended credit terms granted by the supplier 
to the Parent as a result of the Parent’s growing business relationship with its suppliers.  
 
Advances from customers decreased by 23% or P390 million 
The decrease is due to the recoupment of downpayment as a result of higher revenue 
generated by the Parent. 
 
Billings in excess of costs on uncompleted contracts – net increased by 39% or P229 
million 
Increase is mainly due to new significant contracts booked last year which are at its early 
phase like Proscenium, Double Dragon, 8990 Holdings, Le Grand ABC & DEF Towers and 
Landers projects.  Increase is typical as cost billings are higher compared to cost during early 
to middle phase of the construction.   
 
Other current liabilities decreased by 23% or P25 million 
Decrease is mainly due to decrease in output vat of the Group after application of input vat, 
which also increased due to front loaded purchases on new construction projects as a result 
of the growing order book of the construction segment. 
 
Non-Current liabilities increased by 7% or P1.38 billion 
The following discussions provide a detailed analysis of the increase in non-current liabilities. 
 
Interest



Megawide and is accounted for as joint operations in the consolidated financial statements. 
Retention payable will be due upon final acceptance of the constructed facility.  
 
Equity attributable to Parent increased by 6% or P845 million 
The increase is the mainly the function of the Megawide’s share in net income of the Group 
amounting to P985 million net of dividends paid on preferred shares amounting to P141 
million. 
 
 
C. MATERIAL EVENTS AND UNCERTAINTIES 

 
Due to the seasonal nature of the airport operation business, higher revenues and operating 
profits are usually expected in the months of January, April, May, July and December. Higher 
revenues from these months are mainly attributed to the increased traffic during the peak 
holiday season in the Philippines and other neighboring countries. 
 
In July 2016, the Parent’s Company’s BOD approved the buy-back of 410,842,702 shares being 
held by Sybase Equity Investments Corporation at 10.03 per share or P4.12 billion  
 
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 material 
events and uncertainties known to management that would impact or change reported financial 
information and condition of Megawide. 
 
There are no other 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 
despite the share buy back transaction in July 2016. 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 material 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. 
 
Although airport revenue operations are higher on certain months, there were no seasonal 
aspects that had a material effect on the financial condition or results of operations of 
Megawide. 
 
There are no other 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 other material amounts affecting assets, liabilities, equity, net income or cash 
flows that are unusual in nature.  Neither are there changes in estimates of amounts reported 





SOLVENCY RATIOS 
Key Indicators 



PART II–OTHER INFORMATION 
 
There are no any information not previously reported in a report on SEC Form 17-C. 
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Notes

2016 2015 2016 2015

(Consolidated) (Consolidated (Consolidated) (Consolidated

REVENUES

Contract revenues 14





June 30, December 31,
2016 2015

LIABILITIES AND EQUITY (Unaudited) (Audited)

CURRENT LIABILITIES
Interest-bearing loans and borrowings 11  2,949,462,483P  3,591,596,098P
Trade and other payables 10  6,549,287,651  6,664,240,736
Advances from customers 12  1,302,417,878  1,692,217,652
Billings in excess of costs on

uncompleted contracts  819,316,789  590,415,746
Other current liabilities 13  84,134,182  108,747,106

Total Current Liabilities  11,704,618,983  12,647,217,338

NON-CURRENT LIABILITIES
Interest-bearing loans and borrowings 11  20,310,076,882  18,950,804,096
Post-employment defined

benefit obligation  79,663,180  73,458,020
Deferred tax liabilities - net  119,363,061  144,722,425
Other non-current liabilities 13  133,364,387  94,428,948

Total Non-current Liabilities  20,642,467,510  19,263,413,489

Total Liabilities  32,347,086,493P  31,910,630,827P

EQUITY
Equity attributable to shareholders

of the Parent Company:
Common stock  2,399,426,127  2,399,426,127
Preferred stock  40,000,000  40,000,000
Additional paid-in capital  8,105,750,476  8,105,750,476
Revaluation reserves  18,777,841  18,777,841
Other reserves 22,474,837 )( 22,474,837 )(
Retained earnings 16  4,675,500,316  3,830,642,616

Total equity attributable to
shareholders of the Parent Company  15,216,979,923  14,372,122,223

Non-controlling interests  2,424,320,346  2,232,081,161

Total Equity  17,641,300,269  16,604,203,384

TOTAL LIABILITIES AND EQUITY  49,988,386,762P  48,514,834,211P

J=O=J

p££=k­²£±=²­=f¬²£°§«=`­¬±­ª§¢~²£¢=c§¬~¬¡§~ª=f¬¤­°«~²§­¬K



Common Preferred Additional Revaluation Other Retained Non-controlling
Stock Stock Paid-in Capital Reserves Reserves Earnings Total Interests Total

Balance at January 1, 2016  2,399,426,127P  40,000,000P  8,105,750,476P  18,777,841P 22,474,837 )(  P  3,830,642,616P  14,372,122,223P  2,232,081,162P  16,604,203,385P
Total comprehensive income for the year  -  -  -  -  -  985,357,700  985,357,700  192,239,184  1,177,596,884
Cash dividends  -  -  -  -  - 140,500,000 )( 140,500,000 )(  - 140,500,000 )(
Increase in other reserves during the year  -  -  -  -  -  -  -  -  -
Stock dividends  -  -  -  -  -  -  -  -  -

Balance at June 30, 2016  2,399,426,127P  40,000,000P  8,105,750,476P  18,777,841P 22,474,837 )(  P  4,675,500,316P  15,216,979,923P  2,424,320,346P  17,641,300,269P

Balance at January 1, 2015  2,399,426,127P  40,000,000P  8,105,750,476P  17,045,280P 21,792,413 )( P  2,837,959,875P  13,378,389,345P  2,032,200,124P  15,410,589,469P
Total comprehensive income for the year  -  -  -  1,732,561  -  1,273,682,741  1,275,415,302  200,335,988  1,475,751,290
Cash dividends  -  -  -  -  - 281,000,000 )( 281,000,000 )(  - 281,000,000 )(
Increase in other reserves during the year  -  -  -  - 682,424 )(  - 682,424 )( 454,950 )( 1,137,374 )(
Stock dividends  -  -  -  -  -  -  -  -  -

Balance at June 30, 2015  2,399,426,127P  40,000,000P  8,105,750,476P  18,777,841P 22,474,837 )(  P  3,830,642,616P  14,372,122,223P  2,232,081,162P  16,885,203,385P

p££=k­²£±=²­=f¬²£°§«=`­¬±­ª§¢~²£¢=c§¬~¬¡§~ª=f¬¤­°«~²§­¬K

MEGAWIDE CONSTRUCTION CORPORATION AND SUBSIDIARIES
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STATEMENTS OF CHANGES IN EQUITY
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MEGAWIDE CONSTRUCTION CORPORATION AND SUBSIDIARIES
(A Subsidiary of Citicore Holdings Investment, Inc.)

NOTES TO INTERIM CONSOLIDATED FINANCIAL INFORMATION
JUNE 30, 2016 AND DECEMBER 31 AND JUNE 30, 2015

(Amounts in Philippine Pesos)

1. CORPORATE INFORMATION

1.1 Incorporation and Operations

Megawide Construction Corporation (the “Parent 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, and architectural finishes, electrical works, plumbing and sanitary
works, fire protection works and mechanical works.

Currently, the Parent Company is engaged in the business of construction, its sole business
activity where it utilizes the services of subcontractors.  In 2011, the production of the Parent
Company’s modular housing components has been registered with the Board of Investments.

On September 22, 2014, the Philippine Securities Exchange Commission (SEC) approved the
Parent Company’s amendment of articles of incorporation, which includes (i) the Parent
Company’s power to extend corporate guarantees to its subsidiaries and affiliates, and (ii) the
increase in its authorized capital stock of P5,000.0 million divided into 4,930.0 million common
shares and 70.0 million cumulative, non-voting, non-participating, non-convertible to common
shares and redeemable, at the option of the Parent Company, perpetual preferred shares.  Both
common and preferred shares will have a par value of P1.0 per share.

On January 28, 2011, the Philippine Stock Exchange (PSE) and the SEC approved the Parent
Company’s application for the listing of its common stock.  The approval covered the initial
public offering (IPO) of 292.0 million unissued common shares of the Parent Company at P7.84
offer price per share and the listing of those shares in PSE’s main board on February 18, 2012.
On December 3, 2014, the Parent Company made a primary offer of 40.0 million preferred
shares at an offer price of P100.0 per share.  These preferred shares are also listed in the PSE.

The Parent Company is a subsidiary of Citicore Holdings Investment, Inc. (Citicore or the
ultimate parent company) which owns and controls 56.8% and 57.4% of the issued and
outstanding capital stock of the Parent Company as of June 30, 2016 and December 31, 2015,
respectively.  Citicore is a company incorporated in the Philippines and is engaged in the
business of a holding company through buying and holding shares of other companies.

The registered address of Citicore, which is also its principal place of business, is at
20 N. Domingo Street, Brgy. Valencia, Quezon City while the registered office of the Parent
Company is located at 2nd Floor Spring Building, Arnaiz Avenue Corner P. Burgos St., Pasay
City.  The Parent Company also maintains an office in its own building at
20 N. Domingo Street, Brgy. Valencia, Quezon City.
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1.2 Subsidiaries, Associates and Joint Arrangements

The Parent Company holds ownership interest in the following subsidiaries, associates and joint
arrangements (together with the Parent Company, collectively hereinafter referred to as the
“Group”), which are all incorporated in the Philippines:

Subsidiaries:
GMR Megawide Cebu Airport Corporation (GMCAC)
Megawatt Clean Energy, Inc. (MCEI)
Altria East Land, Inc. (Altria)
Globemerchants, Inc. (Globalmechants)

Associates:
Megawide World Citi Consortium, Inc. (MWCCI)
Citicore Megawide Consortium, Inc. (CMCI)

Joint Arrangements:
Joint Operation –

Megawide GISPL Construction Joint Venture (MGCJV)
Joint Venture –

MWM Terminals, Inc. (MWMTI)

The Parent Company owns 60% ownership interest in GMCAC.  GMCAC was incorporated in
the Philippines and registered in the Philippine SEC on January 13, 2014. GMCAC’s primary
purpose is to engage in the business of building, rehabilitating, renovating, constructing,
developing, operating, and maintaining the Mactan Cebu International Airport (MCIA),
including the commercial assets thereof and all allied businesses for the operation and
maintenance of said airport facility (MCIA Project).  GMCAC started commercial operations on
November 1, 2014. GMCAC was established for the purpose of implementing the provisions of
the Concession Agreement that was signed on April 22, 2014 between the Parent Company and
GMR Infrastructure Limited (GIL), and the Department of Transportation and
Communications (DOTC) and Mactan-Cebu International Airport Authority (MCIAA)
(collectively, the Grantors).  GIL is an entity duly organized and registered in India.  DOTC and
MCIAA are the agencies of the Philippine Government vested with the power and authority to
develop dependable and coordinated transportation systems and to principally undertake the
economical, efficient, and effective control, management, and supervision of the MCIA Project.
GMCAC’s registered address, which is also its principal place of business, is located at Mactan-
Cebu International Airport Passenger Terminal Building, Airport Terminal, Lapu-Lapu City.

On September 4, 2014, the Parent Company acquired 70% of the issued and outstanding capital
stock of MCEI.   MCEI was incorporated to engage in the development of clean or renewable
energy sources for power generation, including the design, construction and installation,
purchase, importation, commissioning, owning, management and operation of relevant
machinery, facilities and infrastructure therefor, and the processing and commercialization of by-
products in its operations.  Its registered address, which is also its principal place of business, is
located at 20 N. Domingo St. Brgy. Valencia, Quezon City.

On May 5, 2016, The Parent Company together with GMR Holdings Overseas (Singapore) Pte.
Ltd. incorporated Globalmerchants, Inc to conduct and carry on the business of importing,
exporting, buying, selling, marketing at wholesale in so far as permitted by the law all kinds of
goods, wares, merchandise of every kind and description; to enter into all kinds of contracts for
the export, import, purchase, acquisition, sale at wholesale and other dispositions for its account
as principal or in a representative capacity as manufacturing representatives, merchandise broker,
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The preparation of interim consolidated financial information in accordance with
Philippine Financial Reporting Standards (PFRS) requires management to make
judgments, estimates and assumptions that effect the application of policies and reported
amounts of assets and liabilities, income and expenses.  Although these estimates are based
on management’s best knowledge of current events and actions, actual results may
ultimately differ from those estimates.

(b) Presentation of Financial Statements

The interim consolidated financial information are presented in accordance with Philippine
Accounting Standard (PAS) 1, Presentation of Financial Statements.  The Group presents all
items of income and expense in a single statement of comprehensive income.

(c) Functional and Presentation Currency

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

Items included in the interim financial information are measured using its functional
currency.  Functional currency is the currency of the primary economic environment in
which the Group operates.

2.2 Adoption of New and Amended PFRS

(a) Effective in 2016 that are Relevant to the Group

The Group adopted for the first time the following amendments and annual improvements
to existing standards in accordance with their transitional provisions, which are
mandatorily effective for its interim reporting period beginning January 1, 2016; and which
did not have significant impact on the Group’s interim consolidated financial information.

Discussed below and in the succeeding pages are the relevant information about these new
PFRS, amendments and improvements.

(i) PAS 1 (Amendment), Presentation of Financial Statements – Disclosure Initiative. The
amendment encourages entities to apply professional judgment in presenting and
disclosing information in the financial statements.  Accordingly, it clarifies that
materiality applies to the whole financial statements and an entity shall not reduce the
understandability of the financial statements by obscuring material information with
immaterial information or by aggregating material items that have different natures or
functions.  Moreover, the amendment clarifies that an entity’s share of other
comprehensive income of associates and joint ventures accounted for using equity
method should be presented based on whether or not such other comprehensive
income item will subsequently be reclassified to profit or loss.  It further clarifies that
in determining the order of presenting the notes and disclosures, an entity shall
consider the understandability and comparability of financial statements.

(ii) PAS 16 (Amendment), Property, Plant and Equipment, and PAS 38 (Amendment),
Intangible Assets – Clarification of Acceptable Methods of Depreciation and Amortization. The
amendment in PAS 16 clarifies that a depreciation method that is based on revenue
that is generated by an activity that includes the use of an asset is not appropriate for
property, plant and equipment.  In addition, amendment to PAS 38 introduces a
rebuttable presumption that an amortization method that is based on the revenue
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generated by an activity that includes the use of an intangible asset is not appropriate,
which can only be overcome in limited circumstances where the intangible asset is
expressed as a measure of revenue, or when it can be demonstrated that revenue and
the consumption of economic benefits of an intangible asset are highly correlated.

The amendment also provides guidance that the expected future reductions in the
selling price of an item that was produced using the asset could indicate an
expectation of technological or commercial obsolescence of an asset, which may
reflect a reduction of the future economic benefits embodied in the asset.

(iii) PAS 16 (Amendment), Property, Plant and Equipment, and PAS 41 (Amendment),
Agriculture – Bearer Plants.  The amendment defines a bearer plant as a living plant that
is used in the production or supply of agricultural produce, is expected to bear
produce for more than one period and has a remote likelihood of being sold as
agricultural produce, except for incidental scrap sales.  On this basis, bearer plant is
now included within the scope of PAS 16 rather than PAS 41, allowing such assets to
be accounted for as property, plant and equipment and to be measured after initial
recognition at cost or revaluation basis in accordance with PAS 16.  The amendment
further clarifies that produce growing on bearer plants remains within the scope of
PAS 41.

(iv) PFRS 10, (Amendment), Consolidated Financial Statements, PFRS 12, Disclosure of Interests
in Other Entities, and PAS 28 (Amendment), Investments in Associates and Joint Ventures –
Investment Entities – Applying the Consolidation Exception. This amendment addresses the
concerns that have arisen in the context of applying the consolidation exception for
investment entities.  It clarifies which subsidiaries of an investment entity are
consolidated in accordance with paragraph 32 of PFRS 10 and clarifies whether the
exemption to present consolidated financial statements, set out in paragraph 4 of
PFRS 10, is available to a parent entity that is a subsidiary of an investment entity.
This amendment also permits a non-investment entity investor, when applying the
equity method of accounting for an associate or joint venture that is an investment
entity, to retain the fair value measurement applied by that investment entity associate
or joint venture to its interests in subsidiaries.

(v) PFRS 11 (Amendment), Joint Arrangements – Accounting for Acquisitions of Interests in Joint
Operations.  This amendment requires the acquirer of an interest in joint operation in
which the activity constitutes a business as defined in PFRS 3 to apply all accounting
principles and disclosure requirements on business combinations under PFRS 3 and
other PFRSs, except for those principles that conflict with the guidance in PFRS 11.

(vi) Annual Improvements to PFRS (2012-2014 Cycle). Among the improvements, the
following amendments are relevant to the Group but management did not have
impact on the interim consolidated financial information:

 PAS 19 (Amendment), Employee Benefits – Discount Rate.  The amendment
clarifies that the currency and term of the high quality corporate bonds which
were used to determine the discount rate for post-employment benefit
obligations shall be made consistent with the currency and estimated term of
the post-employment benefit obligations.

 PFRS 7 (Amendment), Financial Instruments: Disclosures – Servicing Contracts. The
amendment provides additional guidance to help entities identify the
circumstances under which a contract to “service” financial assets is considered
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to be a continuing involvement in those assets for the purposes of applying the
disclosure requirements of PFRS 7.  Such circumstances commonly arise when,
for example, the servicing is dependent on the amount or timing of cash flows
collected from the transferred asset or when a fixed fee is not paid in full due
to non-performance of that asset.

 PFRS 7 (Amendment), Financial Instruments: Disclosures – Applicability of
Amendments to PFRS 7 to Condensed Interim Financial Statements.  This amendment
clarifies that the additional disclosure required by the recent amendments to
PFRS 7 related to offsetting financial assets and financial liabilities is not
specifically required for all interim periods.  However, the additional disclosure
is required to be given in condensed interim financial statements that are
prepared in accordance with PAS 34, Interim Financial Reporting, when its
inclusion would be necessary in order to meet the general principles of PAS 34.

(b) Effective Subsequent to 2016 but not Adopted Early

There are new PFRS, amendments and annual improvements to existing standards that
are effective for periods subsequent to 2016.  Management has initially determined the
following pronouncements, which the Group will apply in accordance with their
transitional provisions and, unless otherwise stated, none of these are expected to have
significant impact on the interim consolidated financial information:

(i) PFRS 10 (Amendment), Consolidated Financial Statements and PAS 28 (Amendment),
Investments in Associates and Joint Ventures – Sale or Contribution of Assets between an Investor
and its Associates or Joint Venture (effective date deferred indefinitely). The amendment
to PFRS 10 requires full recognition in the investor’s financial statements of gains or
losses arising on the sale or contribution of assets that constitute a business as defined
in PFRS 3, between an investor and its associate or joint venture.  Accordingly, the
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In accordance with the financial asset classification principle of PFRS 9 (2014), a
financial asset is classified and measured at amortized cost if the asset is held within a
business model whose objective is to hold financial assets in order to collect the
contractual cash flows that represent solely payments of principal and interest (SPPI)
on the principal outstanding.  Moreover, a financial asset is classified and
subsequently measured at fair value through other comprehensive income if it meets
the SPPI criterion and is held in a business model whose objective is achieved by both
collecting contractual cash flows and selling the financial assets.  All other financial
assets are measured at FVTPL.

In addition, PFRS 9 (2014) allows entities to make an irrevocable election to present
subsequent changes in the fair value of an equity instrument that is not held for
trading in other comprehensive income.

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 arrangements, 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 amendment also requires changes in the fair value of an entity’s own
debt instruments caused by changes in its own credit quality to be recognized in other
comprehensive income rather than in profit or loss.

Management is currently assessing the impact of PFRS 9 (2014) on the financial
statements and it will conduct a comprehensive study of the potential impact of this
standard prior to its mandatory adoption date to assess the impact of all changes.

3. SEGMENT REPORTING

The Group’s operating businesses are recognized and managed separately according to the nature
of services provided with a segment representing a strategic business unit.  The Group’s business
segments follow:

3.1 Business Segments

(a) Construction – principally refers to general construction business which involves site
development, earthworks, structural and civil works, masonry works, and architectural
finishes, electrical works, plumbing and sanitary works, fire protection works and mechanical
works.

(b) Airport Operations –
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Segment revenues and expenses that are directly attributable to business segment and the relevant
portions of the Group’s revenues and expenses that can be allocated to that business segment are
accordingly reflected as revenues and expenses of that business segment.

3.2 Segment Assets and Liabilities

Segment assets are allocated based on their physical location and use or direct association with a
specific segment and they include all operating assets used by a segment and consist principally
of operating cash, receivables, inventories and property, plant and equipment, net of allowances
and provisions.  Similar to segment assets, segment liabilities are also allocated based on their use
or direct association with a specific segment.  Segment liabilities include all operating liabilities
and consist principally of accounts, wages, taxes currently payable and accrued liabilities.
Segment assets and liabilities do not include deferred taxes.

3.3 Analysis of Segment Information

Presented below are the relevant operating segment information about the results of operations
and financial position of the Group’s business segments as of and for the periods ended
June 30, 2016, December 31, 2015 and June 30, 2015 (amounts in thousands).

Construction Airport Operations Total
June 30, June 30, June 30, June 30, June 30, June 30,

2016 2015 2016 2015 2016 2015
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

Results of operations
Revenues P 9,423,238 P 4,977,543 P 895,977 P 723,534 P 10,319,215 P 5,701,077
Cost and other operating

expenses:
Cost of construction and

airport operations
excluding depreciation
and amortization 7,611,386 3,953,613 120,352 73,241 7,731,738 4,026,854

Depreciation and
amortization 242,128 209,053 58,761 54,890 300,889 263,943

Other expenses 339,377 166,330 162,288 175,437 501,665 341,767
8,192,891 4,328,996 341,401 303,568 8,534,292 4,632,564

Segment Operating Profit P 1,230,347 P 648,547 P 554,576 P 419,966 P 1,784,923 P 1,068,513
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3.4 Reconciliations

Presented below is a reconciliation of the Group’s segment information to the key financial
information presented in its interim consolidated financial information (amounts in thousands).

Profit or loss
June 30, June 30,

2016 2015
( Unaudited ) ( Unaudited )

Total segment operating profit P 1,784,923 P 1,068,513
Other allocated expense ( 40,676 ) ( 354 )
Operating profit as reported in profit or loss 1,744,247 1,068,159
Finance costs ( 321,577) ( 263,097 )
Finance income 85,739 55,117
Others – net 30,573 97,539

Profit before tax as reported in profit or loss P 1,538,982 P 957,718

Assets

Total segment assets P 54,201,462 P 52,684,088
Elimination of intercompany accounts ( 4,263,712) ( 4,207,674 )
Deferred tax assets – net - -
Other unallocated assets 50,637 38,420

Total assets as reported in the
statements of financial position P 49,988,387 P 48,514,834

Liabilities

Total segment liabilities P 33,409,194 P 32,946,990
Elimination of intercompany accounts ( 1,112,861) ( 1,074,617 )
Other unallocated liabilities 50,753 38,258

Total liabilities as reported in the
statements of financial position P 32,347,086 P 31,910,631

3.5 Other Segment Information

The Group has not identified any segment based on geographical location since the Group’s
operation is concentrated in one country of location.

There are two customers in both periods ended June 30, 2016 and June 30, 2015, wherein the
revenues earned from each customer exceeded 10% of total revenues as presented in the interim
consolidated statements of comprehensive income.  The revenues earned from these customers
accounted for 23% and 31% of total revenues in June 30, 2016 and June 30, 2015, respectively.
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4. CASH AND CASH EQUIVALENTS

Cash and cash equivalents are as follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Cash on hand P 95,763,309 P 8,160,355
Cash in banks 2,355,666,576 1,645,055,529
Short-term placements 3,473,219,059 1,622,391,132

P5,924,648,944 P 3,275,607,016

5. TRADE AND OTHER RECEIVABLES - NET

This account consists of the following:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Contract receivables:
Third parties P3,780,898,869 P 1,500,156,033
Related parties 613,592,880 3,645,890,234

4,394,491,749 5,146,046,267

Retention receivables:
Related parties 1,289,858,526 1,224,531,022
Third parties 1,455,652,676 1,186,077,623

2,745,511,202 2,410,608,645

Advances to:
Officers and employees 12,934,881 9,785,798
Related parties 20,223,853 10,889,471

33,158,734 20,675,269

Receivables from 264,417,575 205,449,635
airport operations

Other receivables 45,662,905 31,885,140

Allowance for impairment loss ( 9,208,879) ( 9,208,879 )

P7,474,033,286 P 7,805,456,077

Retention receivables pertain to progress billings which are withheld by the project owner
equivalent to 5% or 10% as provided in the respective construction contract of each project.
This will only be collected after a certain period of time upon acceptance by project owners of
the certificate of completion.
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Receivables from airport operations pertain to the Group’s accrual of aeronautical, concession,
rental and commercial revenues as authorized by the Concession Agreement.

Trade and other receivables do not bear any interest.  All receivables are subject to credit risk
exposure.

All of the Group’s trade and other receivables have been reviewed for indicators of impairment.

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

This account is composed of the following:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Short-term commercial papers P 5,006,213,597 P5,985,496,714
Unit investment trust funds (UITF) 1,880,446 1,872,218

P5,008,094,043 P 5,987,368,932

7. INVESTMENTS IN ASSOCIATES AND JOINT VENTURE

The carrying values of Investments in Associates and Joint Venture account are shown below:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Investments in:
Associates P 800,984,642 P 775,412,091
Joint venture 71,924,487 43,381,936

P 872,909,129 P 818,794,027
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7.1 Investments in Associates

The components of the carrying values of this account are as follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Acquisition cost:
MWCCI P 580,890,000 P 580,890,000
CMCI 200,000,000 200,000,000

780,890,000 780,890,000

Equity share in net profit (losses):
Balance at beginning of the period ( 5,477,909) 2,881,889
Equity in net profit (losses)

for the period 25,572,551 ( 8,359,798)
Balance at end of period 20,094,642 ( 5,477,909)

P 800,984,642 P 775,412,091

7.2 Interest in Joint Venture

The carrying values of the interest in joint venture in MWMTI as of June 30, 2016 and December
31, 2015 follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Acquisition cost P 74,347,089 P 43,746,135
Equity share in net losses ( 2,422,602) ( 364,199)

Balance at end of year P 71,924,487 P 43,381,936
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10.3 Interest in Joint Operation

The Parent Company’s interest in MGCJV is accounted for as joint arrangement – joint
operation and, as such, the Parent Company accounts for its interest in the relevant assets,
liabilities, revenues and expenses of MGCJV. The relevant financial information of the Group’s
interest in MGCJV which are included in the appropriate accounts in the Group’s financial
statements as of the end of the reporting period is as follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Assets:
Cash and cash equivalents P 312,603,513 P 370,594,371
Other current assets 30,371,690 13,832,551
Property, plant, and

equipment - net 3,165,867 2,403,341

P 346,141,070 P 386,830,263

Liabilities:
Trade and other payables P 43,116,928 P 12,054,595
Due to related parties 13,835,679 6,047,988
Billings in excess of
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June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Non-current:
Deferred input VAT P 1,866,948,116 P 1,853,748,922
Advances to suppliers 443,725,677 684,473,732
Investment in Trust Fund 252,774,514 1,127,312,892
Deferred transaction cost 107,053,950 112,357,112
Deposits for condominium units 68,802,068 59,536,929
Computer software license 39,087,171 43,411,873
AFS financial assets 1,669,477 1,669,477
Others - 50,625

P 2,780,060,973 P 3,882,561,562

8.1 AFS Financial Assets

AFS financial assets pertain to the Group’s investments in golf club shares purchased in 2014,
and certain equity investment acquired in 2015 wherein the Parent Company does not exercise
control or significant influence. The details of AFS financial assets are shown below.

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Golf club shares P 1,044,472 P 1,044,472
Investment in SSPI – at cost 625,005 625,005

P 1,669,477 P 1,669,477

As of June 30, 2016 and December 31, 2015, The Parent Company has ownership interest of
0.59% and 100%, respectively, representing the issued and outstanding capital stock of SSPI. In
2015, the Parent Company determined its control over SSPI is temporary as a result of dilution
in ownership interest in 2016.
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Security Agreement (OLSA) to ensure the prompt payment of the required amortization, interest
and principal of the long-term loan.

The OLSA provided that the Security Trustee shall invest and reinvest the monies in the
collateral accounts.

9. CONCESSION ASSETS

Concession Agreement refers to the agreement entered into by the Parent Company and GIL
with DOTC and MCIAA by virtue of Revised Implementing Rules and Regulations of Republic
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11. INTEREST-BEARING LOANS AND BORROWINGS

The details of short-term and long-term interest-bearing loans and borrowings are as follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Current:
Bank loans P 2,895,000,000 P 3,511,781,371
Obligations under

finance lease 54,462,483 79,814,727
2,949,462,483 3,591,596,098

Non-current:
Bank loans 15,327,579,547 13,947,274,411
Notes payable 4,888,742,234 4,928,742,234
Obligations under

finance lease 93,755,101 74,787,451
20,310,076,882 18,950,804,096

P23,259,539,365 P 22,542,400,194

11.1 Notes Payable

On February 19, 2013, the Parent Company executed a notes facility agreement with a local
bank. In this agreement, the Parent Company desired to offer and issue fixed-rate corporate
notes in the aggregate principal amount of P4,000.0 million. The net proceeds of the notes after
deducting direct issue costs, such as underwriting fees and commissions, documentary stamp tax
and other expenses associated with the issuance, amounted to P3,957.3 million.

The notes constitute direct, unconditional, unsubordinated, general and unsecured obligation
ranking at least paripassu with all other present and future direct, unconditional, unsubordinated
and unsecured obligations of the Parent Company.

The notes are issued in three tranches with the following details:

Principal Term in Years Interest Rate

Tranche A P 650,000,000 5 5%
Tranche B 3,250,000,000 7 6%
Tranche C 100,000,000 10 6%

P 4,000,000,000

The nominal rates refer to the Philippine Dealing System Treasury Fixing (PDST-F) rates with
respect to the term of each tranche plus an interest spread of 1.75% for Tranche A and B and
1.50% for Tranche C.
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11.2 Bank Loans

(a) Omnibus Loan and Security Agreement

On December 17, 2014, GMCAC entered into a P20,000.0 million (which at GMCAC’s option
may be increased up to P23,300.0 million) OLSA with various local universal banks, as onshore
lenders.  On January 26, 2015, the parties amended the facility to include another universal bank
as offshore lender to contribute US $75.0 million (or equivalent to P3,500.0 million) into the
facility.  The facility has a term of 15 years, the repayment of which starts in 2019 and shall
continue every year thereafter until 2030; and, interest requirements that are payable annually
based on the following:

First 7 Years Last 8 Years

P2,000.0 million onshore loan Sum of Base Rate 1 (PDST-R2 Sum of Base Rate 2 (PDST-R2
benchmark yield) and credit benchmark yield) and credit
spread spread

US$75.0 million offshore loan LIBOR plus credit spread LIBOR plus credit spread

As security for timely payment of the loan and prompt observance of all provision of the
Omnibus Agreement, certain assets of the Group are pledge as collateral on this loan.

(a) Other Bank Loans

In addition, the Group also obtained various bank loans with total outstanding balance of
P2.895 million and P3.511 million as of June 30, 2016 and December 31, 2015, respectively,
representing unsecured short-term loans from other local banks.  The loans bear fixed annual
interest rates ranging from 2.5% to 3.0% in 2016 and 2.5% to 4.0% in 2015.

12. ADVANCES FROM CUSTOMERS

Advances from customers relates to the following projects:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )( )( )
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13. OTHER LIABILITIES

The details of this account are as follows:

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Current:
Withholding taxes P 43,926,869 P 44,624,709
Unearned income 16,150,098 11,354,543
Output VAT payable 14,988,360 30,660,378
Income tax payable - 7,119,169
Others 9,068,855 14,988,307

84,134,182 108,747,106

Non-Current:
Security deposits P 73,328,573 P 66,583,383
Retention Payable 58,299,284 25,649,402
Deferred Lease income 1,736,530 2,196,163

133,364,387 94,428,948

P 217,498,569 P 203,176,054 -

14. REVENUES

14.1 Contract Revenues

The details of this account for six months ended June 30, 2016 and 2015 are composed of:

June 30, June 30,
2016 2015

( Unaudited ) ( Unaudited )

Contracts in progress P 8,864,426,237 P 4,291,256,287
Completed contracts 308,859,019 686,286,233

P 9,173,285,256 P 4,977,542,520

14.2 Airport Operations Revenues

The details of this account for six months ended June 30 are composed of the revenues from:

June 30, June 30,
2016 2015

( Unaudited ) ( Unaudited )

Aeronautical P 549,610,287 P 493,919,753
Aero related 111,790,090 73,435,556
Non-aero related 234,576,930 156,179,259

P 895,977,307 P 723,534,568
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15. DIRECT COSTS

15.1 Contract Costs
June 30, June 30,

2016 2015
( Unaudited ) ( Unaudited )

Outside services P 3,005,302,132 P 1,906,805,047
Materials 3,460,244,788 1,396,930,701
Project overhead 624,909,480 361,584,548
Salaries and employee benefits 311,373,790 288,867,292
Depreciation and amortization 224,924,597 191,040,776

P 7,626,754,787 P 4,145,228,364

Project overhead includes insurance, repairs and maintenance, gas and oil, travel and
transportation, professional fees, utilities, municipal permits, taxes, security services, office
supplies and various rental expenses of staging areas.

15.2 Airport Operation Costs

June 30, June 30,
2016 2015

( Unaudited ) ( Unaudited )

Amortization of concession asset P 55,482,516 P
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17. EARNINGS PER SHARE

June 30, June 30,
2016 2015

( Unaudited ) ( Unaudited )

Net profit attributable to shareholders
of the Parent Company P 985,357,700 P 688,003,969

Dividends on cumulative preferred shares ( 140,500,000) ( 140,500,000)

Income available to shareholders
of the Parent Company 844,857,700 547,503,969

Divided by weighted average
number of outstanding
common shares 2,399,426,127 2,399,426,127
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22. RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to a variety of financial risks in relation to its financial instruments.  The
Group’s financial assets and financial liabilities by category.  The main types of risk are market
risk, credit risk and liquidity risk.

The Group’s risk management is coordinated with the Group’s Parent Company, in close
cooperation with the BOD, and focuses on actively securing the Group’s short-to-medium term
cash flows by minimizing the exposure to financial markets.

The Group does not actively engage in the trading of financial assets for speculative purposes nor
does it write options.  The relevant financial risks to which the Group is exposed to are described
on the succeeding paragraphs.

21.1 Market Risk

The Group is exposed to market risk through its use of financial instruments and specifically to
foreign currency risk, interest rate risk and certain other price risk which result from its operating,
investing and financing activities.

(a) Foreign Currency Risk

Most of the Group’s transactions are carried out in Philippine pesos, its functional
currency.  Exposures to currency exchange rates arise from



- 22 -

The Group is exposed to changes in market rates through its cash in banks and short term
placements which are subject to monthly repricing intervals.  All other financial assets and
liabilities have fixed rates or are noninterest-bearing.

(c) Other Price Risk Sensitivity

The Group’s market price risk arises from its financial assets at FVTPL carried at fair value,
except for short-term commercial papers measured at amortized cost that approximates their
fair values.  It manages its risk arising from changes in market price by monitoring the changes
in the market price of the investment and at some extent, diversifying the investment portfolio
in accordance with the limit set by the management.  As of June 30, 2016 and 2015, these
financial assets are valued at P5,008.1 million and P5,987.4 million, respectively.

In accordance with the Group’s policies, no specific hedging activities are undertaken in relation
to these investments.  The investments are continuously monitored for further fluctuations in
existing market yield rates.

21.2 Credit Risk

Credit risk is the risk that a counterparty may fail to discharge an obligation to the Group.  The
Group is exposed to this risk for various financial instruments, such as the granting of loans and
receivables to customers and related parties and placing deposits with local banks and investment in
bonds.

The Group continuously monitors defaults of customers and other counterparties, identified either
individually or by group, and incorporate this information into its credit risk controls.  The Group’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 shown in the statements of financial position or in the detailed analysis provided in
the notes to the financial statements, as summarized below.

June 30, December 31,
2016 2015

( Unaudited ) ( Audited )

Cash and cash equivalents P 5,924,648,944 P 3,275,607,016
Trade and other

receivables – net 7,474,033,286 7,805,456,077
Financial assets at FVTPL 5,008,094,043 5,987,368,932
Refundable security

and bond deposits 83,714,951 73,335,038
Investment in trust fund 252,774,514 1,127,312,892

P 18,743,265,738 P 18,269,079,955
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None of the Group’s financial assets are secured by collateral or other credit enhancements,
except for cash and cash equivalents and trade and other receivables as described below.

(a) Cash and Cash Equivalents

The credit risk for cash and cash equivalents is considered negligible, since the
counterparties are reputable banks with high quality external credit ratings.  Included in the
cash and cash equivalents are cash in banks and short-term placements which are insured by
the Philippine Deposit Insurance Corporation up to a maximum coverage of P0.5 million
for every depositor per banking institution.

(b) Trade and Other Receivables

Of the gross carrying amount of trade and other receivables, certain portion is due from
various related parties as of June 30, 2016 and December 31, 2015.  The Group mitigates
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of the lease term, to apply deposit to rentals due.  Also, the bond deposits are made with
certain reputable Philippine government agency, hence, the exposure on credit risk is
assessed by the management to be not be significant.

21.3 Liquidity Risk

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

June 30, 2016 (Unaudited)
Current Non-current

Within 6 to 12 1 to 5
6 Months Months Years

Interest-bearing loans and borrowings P 2,898,085,972 P 54,462,483 P20,351,906,834
Trade and other payables 6,549,287,651 - -
Security deposits

(gross of unearned income) - - 75,065,104
Retention payable

(under Other Non-current Liabilities) - - 58,299,284

P9,447,373,623 P 54,462,483 P20,485,271,222

December 31, 2015 (Audited)
Current Non-current
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23. CATEGORIES AND FAIR VALUES OF FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

The carrying amounts and fair values of the categories of assets and liabilities presented in the
statements of financial position are shown below.

June 30, 2016 December 31, 2015
(Unaudited) (Audited)

Carrying Carrying
Values Fair Values Values Fair Values

Financial Assets
Loans and receivables:

Cash and cash equivalents P 5,924,648,944 P 5,924,648,944 P 3,275,607,016 P 3,275,607,016
Trade and other receivables – net 7,474,033,286 7,474,033,286 7,805,456,077 7,805,456,077
Refundable security

and bond deposits 83,714,951 83,714,951 73,335,038 73,335,038
Investment in trust fund 252,774,514 252,774,514 1,127,312,892 1,127,312,892

13,735,171,695 13,735,171,695 12,281,711,023 12,281,711,023
Financial assets at FVTPL

Short-term commercial papers 5,006,213,597 5,006,213,597 5,985,496,714 5,985,496,714
UITF 1,880,446 1,880,446 1,872,218 1,872,218

5,008,094,043 5,008,094,043 5,987,368,932 5,987,368,932

AFS financial assets :
Club shares 1,044,472 1,044,472 1,044,472 1,044,472
Investment in SSPI – at cost 625,005 625,005 625,005 625,005

1,669,477 1,669,477 1,669,477 1,669,477

P 18,744,935,215 P18,744,935,215 P 18,270,749,432 P18,270,749,432

Financial Liabilities
Financial liabilities at amortized cost:
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