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For the period ended Mar 31, 2023

Currency (indicate

units, if applicable)
PESO

Balance Sheet

Period Ended Fiscal Year Ended (Audited)

Mar 31, 2023 Dec 31, 2022

Current Assets 23,261,180,687 21,860,099,769

Total Assets 30,204,145,497 28,802,566,393

Current Liabilities 20,729,235,768 19,718,256,038

Total Liabilities 22,886,547,669 21,488,313,630

Retained

Earnings/(Deficit)
(30,271,144) (37,718,619)

Stockholders' Equity 7,317,597,828 7,314,252,763

Stockholders' Equity - Parent 3,795,732,459 3,824,182,406

Book Value per Share 0 0.27

Income Statement

Current Year

(3 Months)

Previous Year

(3 Months)
Current Year-To-Date Previous Year-To-Date

Gross Revenue 17,447,603,161 18,067,665,889 17,447,603,161 18,067,665,889

Gross Expense (17,062,873,326) (17,556,140,997) (17,062,873,326) (17,556,140,997)

Non-Operating Income 65,701,979 (8,436,332) 65,701,979 (8,436,332)

Non-Operating

Expense
(422,047,647) (307,029,428) (422,047,647) (307,029,428)

Income/(Loss) Before

Tax
28,384,167 196,059,132 28,384,167 196,059,132



Income Tax Expense (114,938) (34,505,272) (114,938) (34,505,272)

Net Income/(Loss) After

Tax
28,269,229 161,553,860 28,269,229 161,553,860

Net Income Attributable

to

Parent Equity Holder

(5,208,644) 92,011,718 (5,208,644) 92,011,718

Earnings/(Loss) Per

Share

(Basic)

0 0 0 0

Earnings/(Loss) Per

Share

(Diluted)

0 0 0 0

Current Year (Trailing 12 months) Previous Year (Trailing 12 months)

Earnings/(Loss) Per Share (Basic) 0.03 0.2

Earnings/(Loss) Per Share (Diluted) 0.03 0.2

Other Relevant Information

AMENDMENT 6.22.2023: Upon advise and bringing to the Company's attention, the attached SEC 17-Q figures were
revisited and it was confirmed that there were discrepancies in the figures picked-up during the preparation and
transcribing process. For convenience the corrected portion of the 17Q pertains to the Trade Receivables figure in the
Balance Sheet

In connection with this the figures in the PSE Disclosure Template 17-2 "Current Assets" for March 31, 2023 is also
corrected from 23,261,682,086 TO 23,261,180,687; and

"Total Liabilities" for March 31, 2023 is corrected from 22,886,547,674 TO 22,886,547,669

Please refer to attached corrected SEC 17-Q as of March 31, 2023 for further details.

Filed on behalf by:

Name Dominique Pascua

Designation Compliance Officer
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If yes, state the name of such Stock Exchange and the classes of securities listed therein: 
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PART I--FINANCIAL INFORMATION  
 
 Item 1. Financial Statements. 
 

“Attachment A” 
  
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations. 
 

“Attachment A” 
  

  PART II--OTHER INFORMATION 
   

“Attachment A” 
 

The registrant may, at its option, report under this item any information not previously reported in a report 
on SEC Form 17-C.  If disclosure of such information is made under this Part II, it need not be repeated in a report 
on Form 17-C which would otherwise be required to be filed with respect to such information or in a subsequent 
report on Form 17-Q. 

 
SIGNATURES  

  
Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this report 

to be signed on its behalf by the undersigned thereunto duly authorized. 
 
 

         
 

Registrant: Dominique P. Pascua 

Title: Compliance Officer 

Date:  

 
 
 

Principal Financial Officer: Alain S. Pangan 

Title: VP – Finance 

Date:  

 
 
 
 



 

ATTACHMENT “A” 
 

FINANCIAL INFORMATION 
For the period ended September 30, 2022 

 
1. The following Unaudited Financial Statements are contained in this report:      
          

1.1 Unaudited Interim Consolidated Statement of Financial Position as at March 31, 2023 and 
Audited Consolidated Statement of Financial Position as at December 31, 2022 

1.2 Unaudited Interim Consolidated Statements of Comprehensive Income for the Three Months 
Ended March 31, 2023 and 2022 

1.3 Unaudited Interim Consolidated Statements of Changes in Equity for the Three Months Ended 
March 31, 2023 and 2022 

1.4 Unaudited Interim Consolidated Statements of Cash Flows for the Three Months Ended March 
31, 2023 and 2022 

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

period ending December 31, 2022 and March 31, 2023   
 

A. Key Performance Indicators 
  

Management considers the following as key performance indicators of the company: Return on 
Investment (ROI), Profit Margin, Performance of Committed Work Programs, Current Ratio and Asset 
Turnover. 
 
The following table shows the Top 5 performance indicators for the past three interim periods: 

 

Key Performance Indicators 1st Quarter 
2023 

1st Quarter 
2022 

1st Quarter  
2021 

Return on Investments (ROI) 
(Net income / Ave. Stockholders’ Equity) 

0.74% 3.29% -2.89% 

Profit Margin 
(Net income / Net Revenue) 

0.16% 0.89% -673.11% 

Investment in Projects 
as a % of Total Assets 

2.56% 8.00% 30.18% 

Current Ratio 
(Current Assets / Current Liabilities) 

1.12:1 1.18:1 13.1:1 

Asset Turnover 
(Net Revenue / Ave. Total Assets) 

59.14% 56.25% 0.42% 

Solvency Ratios    

  Debt to Equity Ratio  3.13 3.75 0.04 

  Asset to Equity Ratio 4.13 5.26 1.03 

  Interest Coverage Ratio 1.21 NA NA 

 
 
ROI (Net Income / Average Stockholders’ Equity) measures the profitability of stockholders’ 
investment.  Profit Margin (Net Income / Net Revenue) measures the net income produced by each 
peso of revenue.  Investment in Projects as a % of Assets, measures how much the company invested 
in its committed work programs. Current Ratio (Current Assets / Current Liabilities) measures the 



 

short-term debt-paying ability of the company.  Asset Turnover (Net Revenue / Average Total Assets) 
measures how efficiently assets are used to produce profit. 
 
ROI was 0.74% for the 1st quarter of 2023, 3.29% for the 1st quarter of 2022 and -2.89% for the 1st 
quarter of 2021. The positive rate for the periods of 2023 and 2022 was due to the revenue recognized 
during the covered periods and the negative rates in 2021 was due to the losses booked during the 
period. 
 
Net Profit Margin was 0.16% for the 1st quarter of 2023, 0.89% for the 1st quarter of 2022 and -673.11% 
for the 1st quarter of 2021. The positive rates for 2023 and 2022 were due to the revenue recognized 
during the covered periods and the negative rates in 2021 was due to the losses booked during the 
period. 
 
Investment in Projects as a % of Total Assets was at 2.56% in the 1st quarter of 2023, 8% in the 1st 
quarter of 2022 and 30.18% in the 1st quarter of 2021. The decreases in 2023 and 2022 was primarily 
due to the increase in total assets. 
 
Current Ratio 1.12:1 for the 1st quarter of 2023, 1.18:1 for the 1st quarter of 2022 and 13.1:1 for the 
1st quarter of 2021. The decreases in current ratio in 2023 and 2022 were due to the increases in 
current liabilities. 
 
Asset Turnover was 59.14% in the 1st quarter of 2023, 56.25% in the 1st quarter of 2022 and 0.42% in 
the 1st quarter of 2021. The increase in asset turnover in 2023 and 2022 was due to the revenue 
recognized during the periods. 
 
Debt to Equity Ratio was 3.13 in the 1st quarter of 2023, 3.75 in the 1st quarter of 2022, and 0.04 in 
the 1st quarter of 2021. The decrease in debt-to-equity ratio in 2023 was due to the decrease in liability 
and the increase in debt-to-equity ratio in 2022 was primarily due to the increase in liability. 
 
Asset to Equity Ratio was 4.13 in the 1st quarter of 2023, 5.26 in the 1st quarter of 2022, and 1.03 in 
the 1st quarter of 2021. The increase in ratio for 2022 was due to the increase in assets and the 
decrease in ratio in 2023 was due to the decrease in assets. 
 
Interest Rate Coverage Ratio for the 1st quarter of 2023 was at 1.21.  

 
  



 

B. Discussion and Analysis of Financial Condition as of March 31, 2023 
 

For the period ending March 31, 2023, the company recorded total revenue of Php17.45 billion and 
cost of sales of Php17.06 billion resulting in a gross profit of Php384.73 million. Operating expenses 
of Php289.93 million, finance costs of Php132.12 million, share in net income of associates and joint 
venture of Php562,407 million, other income of Php9.51 million and interest income of Php55.63 
million, were recorded for the period ending March 31, 2023 resulting in consolidated income before 
tax of Php28.38 million. Consolidated net income after tax of Php28.27 million was recorded for the 
period ending March 31, 2023 after provision for income tax of Php114,938. 

 
Total assets as of March 31, 2023 stood at around Php30.2 billion an increase of around Php1.4 billion 
from Php28.8 billion as of December 31, 2022. Current assets, composed mostly of cash and cash 
equivalents amounting to Php1.86 billion, trade and other receivables amounting to Php13.32 billion, 
inventories amounting to Php6.28 billion, receivable from sale of non-current asset held for sale 
amounting to Php217.06 million and other current assets Php1.58 billion, increased by around Php1.4 
billion. The increase in current assets is due to increases cash and cash equivalents of Php716.41 
million, inventories of Php690.73 million, receivable from sale of non-current asset held for sale of 
Php217.06 million and other current assets of Php165.97 million. The increases in the aforementioned 
current assets were partially offset by the decrease in trade and other receivables of Php389.09 
million. Non-current assets as of March 31, 2023 amounted to Php6.94 billion increased by around 
Php498,186 from its December 31, 2022 balance. 

 
Total liabilities as of March 31, 2023 increased by around Php1.4 billion from Php21,49 billion as of 
December 31, 2022 to Php22.89 billion as of March 31, 2023. Current liabilities, composed of trade 
and other payables amounting to Php11.57 billion and current portion of loans payable amounting to 
Php9.16 billion increased by around Php1.01 billion primarily due to the increase in current portion 
of loans payable of around Php3.71 billion which was partially offset by the decreases in the trade and 
other payables of around Php1.5 billion and trust receipts payable of Php1.2 billion. Noncurrent 
liabilities amounting to Php2.16 billion increased by around Php387.25 million due to increases in 
loans payable – net of current portion of Php315.65 million and net deferred tax liability of Php116.66 
million. The increase in noncurrent liabilities was partially offset by the decrease in net retirement 
benefit liability of Php8 million and lease liability – net of current portion of Php37.05 million. 
 
Total Stockholders’ Equity as of March 31, 20223 stood at Php7.32 billion, with equity attributable to 
equity holders of the parent company at Php3.8 billion and equity attributable to non-controlling 
interest at Php3.52 billion, Total Stockholders’ Equity as of March 31, 2023 of Php7.32 billion 
increased by around Php3.35 million from Php7.31 billion as of December 31, 2022. 
 
The interim financial report is in compliance with generally accepted accounting principles. The same 
accounting policies and methods of computation were followed in the interim financial statements, 
as compared with the most recent audited financial statements, which are as of December 31, 2022.  

 
The interim operations are not characterized by any seasonality or cyclicality. The nature and number 
of items affecting assets, liabilities, equity, net income and cash flows are explained in Attachment 
“A” on Financial Information for the period ending March 31, 2023. 
 
There are no changes in estimates of amounts reported in prior interim periods of the current financial 
year or those reported in prior financial years. 
 
There were no dividends paid (aggregate or per share) separately for ordinary shares and other 
shares. 
 



 

Currently, the company has a single business and geographical segment and therefore, segment 
disclosures have not been included.                                             
 
There are no material events subsequent to the end of the interim period that have not been reflected 
in the financial statements for the interim period. 
 
There are no changes in the composition of the company during the interim period, including business 
conditions, acquisition or disposal of subsidiaries and long-term investments, restructurings, and 
discontinuing of operations. 
 
Since December 31, 2022, there are no other changes in contingent liabilities or assets and no new 
material contingencies, events or transactions that have occurred during the current interim period. 
 
There are no trends, demands, commitments, events or uncertainties, known to management that 
will have a material impact on the company’s liquidity. 
 
There are no material commitments for capital expenditures and no seasonal aspects that have a 
material effect on the financial conditions or results of operations. 
 
There are no known trends, events or uncertainties that have had or that are reasonably expected to 
have a material favorable or unfavorable impact on net sales/revenues/income from continuing 
operations. 
 
There are no events that will trigger direct or contingent financial obligations that are material to the 
company, including any default or acceleration of an obligation. 
 
There are no material off-balance sheet transactions, arrangements, obligations, (including 
contingent obligations), and other relationships of the company with unconsolidated entities or other 
persons created during the reporting period. 
 
The causes for any material changes (5% of the relevant accounts or such lower amount, which the 
company deems material on the basis of other factors) from period to period which include vertical 
and horizontal analysis of any material item, have been presented in this report. 
  
There were no sales of unregistered or exempt securities, nor were there any issuances of securities 
constituting an exempt transaction. 
 
Finally, there are no other material information for disclosure during the current interim period, 
whether under this report or under SEC Form 17-C. 

  



 

 
C.    Business Development/Project Updates 
 
Mabini Wind Power Project 
 
On October 25, 2022, Mabini Energy Corporation, a wholly owned subsidiary of Basic Energy 
Corporation, officially commenced the wind resource assessment campaign (“WRA”) after 
successfully installing and testing the meteorological mast (“met mast”) facility at Mabini, Batangas 
for its potential 50MW Mabini Wind Energy Project. 
 
As of the end of April 2023, the WRA campaign has completed a 6-full month data gathering with the 
wind speed information provided by the met mast facility installed in our service contract area. We 
have also introduced the use of LIDAR equipment in our service contract area to enhance and improve 
the data gathering process. The use and installation of a LIDAR equipment will reduce data 
uncertainties in our WRA campaign. Initial calibration process for the installation of the LIDAR 
equipment has been completed last May 6 and is expected to be fully operational by the middle of 
May. The WRA campaign is expected to be completed by the 4th quarter of this year and the conduct 
of feasibility studies will immediately follow thereafter to verify the viability of our Mabini Wind Power 
Project. 

 
Renewable Energy Prospecting 
 
In view of the Company’s thrust to search and develop other renewable energy projects, the Company 
has conducted wind and solar prospecting activities in several areas of interest. This would particularly 
involve the engagement of third-party experts to perform an assessment on the identified areas of 
interest and qualify and make the necessary recommendations on the hierarchy of potentials in each 
area. 
 
Wind Power Projects 

 
Based on a third-party study done, four (4) areas have been identified that have the potential to 
develop wind power projects. The 4 areas identified with potential wind power resource are: (i) Panay 
Island; (ii) Calatagan, Batangas; (iii) Ilocos Norte; and, (iv) Puncan, Nueva Ecija. 
 
The respective Letter of Intent (“LOI”) for each identified area has been sent to the DOE signifying the 
Company's intent to explore, develop, construct and operate wind energy power plants in the 
aforementioned areas. 
 
The status of the said projects as far as the service contract processes and application is concerned: 
 
Panay Island - Area clearance was given by the DOE on March 22 and subsequently, Wind Energy 
Service Contract (“WESC”) application was filed before the DOE on May 23. The DOE is formally 
evaluating the said application.  
 
Calatagan, Batangas - Area clearance was given by the DOE on March 20. Thereafter, a formal 
application for a WESC was filed on March 23. Currently, the DOE is checking the completeness of the 
submitted documents. 
 
Ilocos Norte - Due to overlapping issues with other potential developers in our Area of Interest 
(“AOI”), the Company tasked a third-party re-assessment of the remaining area available for 
development. The said re-assessment had been completed and re-submission to the DOE has been 
done for the required area clearance. If no issues were found, a formal WESC application will be done 



 

by the Company. 
 
Puncan, Nueva Ecija - An LOI has been filed before the DOE on April 14 to signify our Company's 
interest to explore, develop, construct and operate a wind power plant in the said area. The company 
is awaiting the result of the required area clearance from the DOE before an application has to be 
made. Furthermore, a preliminary assessment of the project site has to be made to ascertain the 
potential of the said site for development. 
 
Solar Power Projects 
 
The Company is exploring to develop a solar PV power plant in its property in Bolinao, Pangasinan. 
Based on a preliminary study done by a third-party consulting firm, a development and operation in 
the said project site is feasible given the characteristics and location of the site. Thus, necessary 
development-related studies have to be done before filing an application for a Service Energy 
Operating Contract (“SEOC”).  



 

Item 1. Financial Statements 
 
The audited consolidated statement of financial position as at December 31, 2022, and the unaudited 
interim consolidated financial statements as at March 31, 2023 and for the three (3) months ended  
March 31, 2023 and 2022 and selected notes to the unaudited interim consolidated financial statements 
of Basic Energy Corporation (the Parent Company) and its subsidiaries (collectively referred to as the 
“Group”) are filed as part of this Form 17Q. 
  



 

BASIC ENERGY CORPORATION AND SUBSIDIARIES 

UNAUDITED INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION 
AS AT MARCH 31, 2023  

(With Comparative Audited Figures as at December 31, 2022) 
 

 March 31, 2023 December 31, 2022 

ASSETS   

Current Assets   
Cash and cash equivalents 1,864,720,952  1,148,310,922 
Trade and other receivables 13,318,453,470  13,707,546,339 
Inventories 6,284,478,287  5,593,745,265 
Noncurrent assets held for sale 217,064,210  – 
Other current assets 1,576,463,768  1,410,497,243 

Total Current Assets 23,261,180,687 21,860,099,769 

Noncurrent Assets   
Property and equipment 5,119,252,950  5,226,821,741 
Investment properties 274,990,390  269,742,772 
Investments in associates and a joint venture 174,242,804  173,677,397 
Receivable from sale of investment in an associate - net of current portion 1,037,640,740  1,037,640,740 
Financial assets at fair value through other comprehensive income (FVOCI) 11,745,085  12,015,085 
Other noncurrent assets 325,092,841  222,568,889 

Total Noncurrent Assets 6,942,964,810 6,942,466,624 

 30,204,145,497 28,802,566,393 

    

LIABILITIES AND EQUITY   

Current Liabilities   
Trade and other payables 11,565,735,768 13,069,077,038 
Current portion of loans payable 9,163,500,000 5,449,179,000 
Trust receipts payable – 1,200,000,000 
Income tax payable – – 

Total Current Liabilities 20,729,235,768 19,718,256,038 

Noncurrent Liabilities     
Loans payable - net of current portion       808,140,429  492,493,904 
Lease liability - net of current portion 430,100,114  467,150,538 
Net retirement benefit liability 2,599,937  10,599,937 
Net deferred tax liabilities 916,471,411  799,813,213 

Total Noncurrent Liabilities 2,157,311,901 1,770,057,592 

Total Liabilities 22,886,547,669 21,488,313,630 

Equity    
Capital stock 3,554,660,766 3,554,660,766 
Additional paid-in capital 352,939,718 352,939,718 
Deficit (30,271,144) (37,781,619) 
Treasury stock (3,240,000) (3,240,000) 
Other equity reserves (78,356,881) (42,396,459) 

Equity Attributable to Equity Holders of the  
 Parent Company 3,795,732,459 3,824,182,406 
Equity Attributable to Non-controlling Interests 3,521,865,369 3,490,070,357 

  Total Equity 7,317,597,828 7,314,252,763 

 30,204,145,497 28,802,566,393 

   

 



 
 
 

BASIC ENERGY CORPORATION AND SUBSIDIARIES 

UNAUDITED INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
FOR THE THREE MONTHS ENDED MARCH 31, 2023 AND 2022 

 
 Periods Ended March 31 

 2023 2022 

REVENUES ₱17,447,603,161 ₱18,067,665,889 

COST OF SALES AND SERVICES 17,062,873,326 17,556,140,997 

GROSS PROFIT 384,729,835 511,524,892 

GENERAL AND ADMINISTRATIVE EXPENSES (289,926,703) (271,589,546) 

FINANCE COSTS (132,120,944) (35,439,882) 

UNREALIZED GAIN (LOSS) FROM CHANGE IN FAIR VALUE OF DERIVATIVE 
ASSET   

GAIN ON DISPOSAL OF INVESTMENT IN AN ASSOCIATE   

INTEREST INCOME 55,625,443 3,568,882 

SHARE IN NET INCOME (LOSSES) OF ASSOCIATES AND  
A JOINT VENTURE 562,407 (11,009,978) 

GAIN ON BARGAIN PURCHASE   

OTHER INCOME (LOSSES) 9,514,129 (995,236) 

INCOME (LOSS) BEFORE INCOME TAX 28,384,167 196,059,132 

INCOME TAX EXPENSE (BENEFIT)   
Current 114,938 42,454,106 
Deferred - (7,948,834) 

 114,938 34,505,272 

NET INCOME (LOSS) ₱28,269,229 ₱161,553,860 

NET INCOME (LOSS) ATTRIBUTABLE TO:   
Equity holders of the Parent Company (₱5,208,644) ₱92,011,718 
Non-controlling interests  33,477,873 69,542,142 

 28,269,229 161,553,860 

Basic/Diluted Earnings (Loss) Per Share (EPS) ₱0.0020 ₱0.0065 



 

BASIC ENERGY CORPORATION AND SUBSIDIARIES 

UNAUDITED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 
FOR THE THREE MONTHS ENDED MARCH 31, 2023 AND 2022 

 
 

 
 
 

 

     Other Equity Reserves 

 Note Capital Stock 
Additional  

Paid-in Capital Deficit 

Equity Reserve 
on Acquisition of 
Non-controlling 

Interest 

Cumulative Gain 
(Loss) on 

Translation of 
Investments in 

Associates 

Cumulative 
Unrealized Gain 

(Loss) on 
Changes in 

Fair Value of 
Financial Assets 

at FVOCI 

Cumulative 
Translation Gain 

(Loss) on 
Consolidation of 

a Foreign 
Operation 

Cumulative 
Remeasurement 

Gain (Loss) on 
Net Retirement 
Benefit Liability Treasury Stock 

Equity 
Attributable to 
Equity Holders 

of the Parent 
Company 

Equity 
Attributable to 

Non-Controlling 
Interests Total Equity 

Balances as at December 31, 2022  P=3,554,660,766 P=352,939,718 (P=37,781,619) (P=53,945,929) – P=8,961,947 P=2,440,838 P=146,685 (P=3,240,000) P=3,824,182,406 P=3,490,070,357 P=7,314,252,763 

Net income    
 

(5,208,644)       (5,208,644) 33,477,873 28,269,229 
Reclassification    12,719,119       12,719,119 (1,682,861) 11,036258 
Realization of fair value changes on 

financial assets at FVOCI               
Other comprehensive loss       (270,000) 611,491 (36,301,913)  (35,960,422)  (35,960,422) 

Balances as at March 31, 2023  3,554,660,766 352,939,718 (30,271,144) (53,945,929)  8,691,947 3,052,329 (36,155,228) (3,240,000) 3,795,732,459 3,521,865,369 7,317,597,828 

              

 
Balances as at December 31, 2021  P=3,554,660,766 P=352,939,718 (P=132,408,088) (P=53,945,929) (P=12,901,811) P=4,070,141 (P=7,445,332) (P=1,964,519) (P=3,240,000) P=3,699,764,946 P=2,995,509,648 P=6,695,274,594 
Additional issuance              
Net income    92,011,718    (744,405,856)   (652,394,138) 69,542,142  

Balances as at March 31, 2022  P=3,554,660,766 P=352,939,718 (P=40,936,370) (P=53,945,929) (P=12,901,811) P=4,070,141 (P=751,851,188) (P=1,964,519) (P=3,240,000) P=3,047,370,808 P=3,065,051,790 P=6,695,274,594 

              



  

BASIC ENERGY CORPORATION AND SUBSIDIARIES 

UNAUDITED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE THREE MONTHS ENDED MARCH 31, 2023 AND 2022 

 

 2023 2022 

CASH FLOWS FROM OPERATING ACTIVITIES   
Income (loss) before income tax 28,269,229 161,553,860 
Adjustments for:   
 Depreciation and amortization 8,793,512 406,478,901 
 Share in net loss (income) of associates and a joint venture (562,407)  
 Interest income (55,625,443) (3,568,882) 
 Unrealized foreign exchange gain (9,484,172) 995,236 

Realized gain from sale of financial assets at FVOCI   
Impairment losses on trade and other receivables 22,810,925  

Operating income (loss) before working capital changes  (5,798,356) 565,459,116 
Decrease (Increase) in:   
 Trade and other receivables 389,092,869 (2,528,075,958) 
 Inventories (690,733,022) (7,940,351,554) 
 Non-current assets held for sale  (518,080,828) 
 Receivables from sale of non-current assets held for sale (217,064,210)  
 Other current assets (165,966,525) (55,831,813) 
 Other noncurrent assets (102,523,952) (742,150,736) 
Increase (decrease) in trade and other payables (1,503,341,270) 11,024,367,158 

Net cash generated from (used for) operations (2,296,334,466) (760,123.731) 
Income taxes paid   
Interest received  3,568,882 
Contributions to retirement plan  580,722 

Net cash provided by operating activities (2,296,334,466) (190,515,012) 

CASH FLOWS FROM INVESTING ACTIVITIES   
Collection of notes receivable   
Additions (Deductions) to:   

Investment properties  (2,171,971,209) 
Property and equipment  1,613,597,134 
Other noncurrent assets  (1,245,169,962) 

Proceeds from sale of:   
Financial assets at FVOCI  (3,104,372) 
Investment property   
Investment in associates  96,240,635 

Unrealized gain(loss) on fair value adjustments   

Net cash provided by investing activities  (1,710,407,774) 

CASH FLOWS FROM FINANCING ACTIVITIES   
Proceeds from availment of loans 3,714,321,000  
Payments of:   
 Trust receipts payable (1,200,000,000)  
 Interest (39,315,449)  
 Lease liabilities (67,028,109)  
Additional advances  2,302,404,414 
Proceeds from issuance of capital stock   

Net cash provided by financing activities 2,407,977,442 2,302,404,414 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 111,642,976 401,481,627 

EFFECTS OF EXCHANGE RATE CHANGES ON CASH AND CASH 
EQUIVALENTS 138,570 (995,236) 

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,752,939,406 1,752,939,406 

CASH AND CASH EQUIVALENTS AT END OF PERIOD 1,864,720,952 2,171,667,318 

   



 
BASIC ENERGY CORPORATION AND SUBSIDIARIES 

AGING OF TRADE AND OTHER RECEIVABLES 
AS AT MARCH 31, 2023 

 
 Total Current 1- 30 Days 31- 60 Days 61-90 Days 91-365 Days Over 365 Days 

Trade 12,116,761,868 11,485,3775,484 139,565,823 194,785,255 153,854,533 41,405,742 101,775,030 
Nontrade 1,156,713,479 7,855,487 9,221,063 1,109,307 1,109,100 15,531,780 1,121,886,742 
Others 44,978,123 21,599,353 1,596,629 - - - 21,782,141 

 13,318,453,470 11,514,830,324 150,383,515 195,894,562 154,963,633 56,937,522 1,245,443,913 
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BASIC ENERGY CORPORATION AND SUBSIDIARIES 

AGING OF TRADE AND OTHER PAYABLES 
AS AT MARCH 31, 2023 

 
 Total Current 1- 30 Days 31- 60 Days 61-90 Days 91-365 Days Over 365 Days 

Trade 10,557,140,914 10,557,140,914 - - - - - 
Nontrade 991,027,703 423,356,283 - - - 241,683,251 325,988,169 
Others 17,567,151 17,567,151 - - - - - 

 11,565,735,768 10,998,064,348 - - - 241,683,251 325,988,169 

        

 



 
 

BASIC ENERGY CORPORATION AND SUBSIDIARIES 

NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
AS AT MARCH 31, 2023 

 

1. General Information 

Corporate Information 
Basic Energy Corporation (the Parent Company or BEC) was incorporated under the laws of the 
Republic of the Philippines and registered in the Philippine Securities and Exchange Commission (SEC) 
on September 19, 1968. 

On September 30, 2021, Map 2000 Development Corporation (M2DC or the Ultimate Parent 
Company) acquired 67% ownership of the Parent Company.  M2DC is registered with the Philippine 
SEC and is engaged in the business of real estate acquisition, development, and management. 
Effectively, the Parent Company became a subsidiary of M2DC.  

The Parent Company is a holding company with diversified business interests in various fields of 
renewable energy and alternative fuels, wholesale and distribution of petroleum products, and in oil 
and gas exploration and development. 

The Parent Company shares are listed in the Philippine Stock Exchange (PSE) under the trading symbol 
“BSC”. 

The registered business address of the Parent Company is UB 111 Paseo de Roxas Building, Paseo de 
Roxas, Legaspi Village, Makati City. 

The Parent Company and its subsidiaries are collectively referred to herein as “the Group”.  The details 
of the subsidiaries are as follows: 

 

   Percentage of Ownership (%) 

   2023  2022 

 Nature of Business Direct Indirect Direct Indirect 

Basic Diversified Industrial Holdings, Inc. 
(BDIHI) Holding Company 100.00 – 100.00 – 

Basic Biofuels Corporation (BBC) Development of Biofuels 100.00 – 100.00 – 

Basic Renewables, Inc. (BRI) 
Development of Renewable Energy 

Resources 100.00 – 100.00 – 

iBasic, Inc. (iBasic) 
Development and Maintenance of 

Computer Software 100.00 – 100.00 – 
Grandway Group Limited (GGL)* Holding Company 100.00 – 100.00 – 
Mabini Energy Corporation (MEC)  

(Formerly Basic Geothermal Energy 
Corporation) 

Development of Renewable Energy 
Resources 100.00 – – – 

PT Basic Energy Solusi (PT BES)* Oil Exploration – 95.00 – 95.00 
Southwest Resources, Inc. (SRI) Oil Exploration 72.58 – 72.58 – 
Filoil Energy Company, Inc. (FECI) Holding Company 60.00 – – – 
La Defense Filipinas Holdings Corporation 

(LDFHC)** Hold and Invest in Real Properties – 36.00 – – 
Filipinas Third Millenium Realty Corporation 

(FTMRC)*** Fuel Terminalling and Storage Services – 36.00 – – 
Map 2000 Terminals, Inc. (M2TI)*** Fuel Terminalling and Storage Services – 36.00 – – 

Filoil Logisitics Corporation (FLC)** 
Wholesale and Distribution of Petroleum 

Products – 30.60 – – 
Peninsula Land Bay Realty Corp. (PLBRC)*** Management Services – 18.00 – – 
*Indirect ownership through GGL 
**Indirect ownership through FECI 
***Indirect ownership through LDFHC  
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Status of Operations 
On December 18, 2020, the Parent Company entered into a Memorandum of Agreement (MOA) with 
MAP 2000 Development Corporation (M2DC) for its subscription to 67% capital stock of the Parent 
Company for P=2,800.0 million.   The capital stock subscription was completed on September 30, 2021.   
 
The Parent Company used the proceeds from the issuance of capital stock to partially fund its 
acquisition of 60% ownership in Filoil Energy Company, Inc. (FECI) for P=3,000.0 million pursuant to the 
Subscription Agreement between the Parent Company and FECI on December 7, 2021. FECI is  
engaged in downstream petroleum business through its joint venture arrangement with an 
international petroleum company.   The business operations of FECI includes supply and logistics, 
marketing and retail, and management of fuel depots and terminals with allied logistical services for 
petroleum products.  
 
The acquisition significantly improved the Group’s consolidated financial position and results of 
operations. The new board of directors and management continuously streamline the business 
operations of the Group to improve its business activities and create efficiency in its operations.  
This includes plan to sell some of its stock investments to generate funds to finance future projects 
on alternative and renewable energy sources. 
 
On October 25, 2022, MEC officially commenced the wind resource assessment campaign after 
successfully installing and testing the meteorological mast facility at Mabini, Batangas for its potential 
50MW Mabini Wind Energy Project. 
 

 

2. Summary of Significant Accounting Policies  

Basis of Preparation and Statement of Compliance 
The consolidated financial statements of the Group as at March 31, 2023 have been prepared in 
compliance with Philippine Financial Reporting Standards (PFRS) issued by the Philippine Financial and 
Sustainability Reporting Standards Council (formerly Financial Reporting Standards Council) and 
adopted by the SEC, including SEC pronouncements.  This financial reporting framework includes 
PFRS, Philippine Accounting Standards (PAS) and Philippine interpretations from International 
Financial Reporting Interpretations Committee (IFRIC). 

Measurement Bases 
The consolidated financial statements are presented in Philippine Peso, the Parent Company’s 
functional currency. The Parent Company and its subsidiaries determine their own functional 
currencies, which best reflect the economic substance of the underlying transactions, events and 
conditions relevant to each entity. All values are rounded off to the nearest Peso, unless otherwise 
indicated. 

At each reporting date, the assets and liabilities of GGL and PT BES are translated from their functional 
currencies (US Dollar and Indonesian Rupiah, respectively) to the Parent Company’s functional and 
presentation currency (Philippine Peso) using the closing rate at each reporting date, while its 
comprehensive income is translated using weighted average exchange rates during the year. 

The exchange differences arising on translation of a foreign operation are recognized in other 
comprehensive income (OCI).  
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The consolidated financial statements of the Group have been prepared on the historical cost basis, 
except for the following:  

 Measurement Bases 

Financial assets at fair value through other comprehensive income 
(FVOCI) Fair Value 

Investment properties Fair Value 
Derivative financial instruments Fair Value 

 
Historical cost is generally based on the fair value of the consideration given in exchange for an asset 
and fair value of the consideration received in exchange for incurring a liability.   
 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. The fair value measurement is 
based on the presumption that the transaction to sell the asset or transfer the liability takes place 
either: 
 

• in the principal market for the asset or liability; or 

• in the absence of a principal market, in the most advantageous market for the asset or liability. 
 
The principal or the most advantageous market must be accessible by the Group. 
 
The fair value of an asset or a liability is measured using the assumptions that market participants 
would use when pricing the asset or liability, assuming that market participants act in their economic 
best interest. 

A fair value measurement of a nonfinancial asset takes into account a market participant’s ability to 
generate economic benefits by using the asset in its highest and best use or by selling it to another 
market participant that would use the asset in its highest and best use. 

The Group uses market observable data to the extent possible when measuring the fair value of an 
asset or a liability.  Fair values are categorized into different levels in a fair value hierarchy based on 
inputs used in the following valuation techniques: 

• Level 1 – Quoted (unadjusted) market prices in active market for identical assets or liabilities;  

• Level 2 – Valuation techniques for which the lowest level of input that is significant to the fair 
value measurement is directly or indirectly observable; or 

• Level 3 – Valuation techniques for which the lowest level of input that is significant to the fair 
value measurement is unobservable. 

If the inputs used to measure the fair value of an asset or a liability might be categorized in different 
levels of the fair value hierarchy, then the fair value measurement is categorized in its entirety in the 
same level of the fair value hierarchy as the lowest level of input that is significant to the entire 
measurement. 

The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting 
period during which the change has occurred. 
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Further information about the assumptions made in measuring fair values is included in the following 
notes to the consolidated financial statements: 

• Note 11 – Financial Assets at FVOCI 

• Note 13 – Investment Properties 

• Note 29 – Fair Value Measurement 

Adoption of Amended PFRS 
The accounting policies adopted are consistent with those of the previous financial year, except for 
the adoption of the following amended PFRS effective January 1, 2022:  
 

• Amendment to PFRS 16, Leases - COVID-19-Related Rent Concessions beyond June 30, 2021 – In 
2020, PFRS 16 was amended to provide practical expedient to lessees from applying the 
requirements on lease modifications for eligible rent concessions resulting from COVID-19 
pandemic. A lessee may elect not to assess whether eligible rent concessions from a lessor is a 
lease modification. A lessee that makes this election account for any change in lease payments 
resulting from the COVID-19 related rent concession the same way it would account for a change 
that is not a lease modification, e.g., as a variable lease payment. This amendment is effective for 
annual reporting periods beginning on or after June 1, 2020, with earlier application permitted, 
and covers eligible rent concessions until June 30, 2021.   
 
Due to the continuing impact of the pandemic, another amendment to PFRS 16 was issued in 
2021, which allowed lessees to extend the application of the practical expedient regarding COVID-
19-related rent concessions to reduction in lease payments that are due on or before June 30, 
2022.     
 

• Amendments to PFRS 3, Business Combinations - Reference to Conceptual Framework – The 
amendments replaced the reference of PFRS 3 from the 1989 Framework to the current 2018 
Conceptual Framework. The amendments include an exception that specifies that, for some types 
of liabilities and contingent liabilities, an entity applying PFRS 3 should refer to PAS 37, Provisions, 
Contingent Liabilities and Contingent Assets, or IFRIC 21, Levies, instead of the Conceptual 
Framework. The requirement ensures that the liabilities recognized in a business combination will 
remain the same as those recognized applying the current requirements in PFRS 3. The 
amendments also clarify that an acquirer shall not recognize contingent assets acquired in a 
business combination.   
 

• Amendments to PAS 16, Property, Plant and Equipment – Proceeds Before Intended Use –  
The amendments prohibit deducting from the cost of property, plant and equipment any 
proceeds from selling items produced while bringing that asset to the location and condition 
necessary for its intended use. Instead, the proceeds and related costs from such items shall be 
recognized in profit or loss.  There is no transition relief for first-time adopters. 

• Amendments to PAS 37, Onerous Contracts – Cost of Fulfilling a Contract – The amendments 
specify which costs shall be included when assessing whether a contract is onerous or  
loss-making. The ‘costs of fulfilling’ a contract comprise the ‘costs that relate directly to the 
contract’.  These costs can either be incremental (e.g., the costs of direct labor and materials) or 
can be an allocation of costs directly related to fulfilling a contract (e.g., depreciation of fixed 
assets).  At the date of initial application, the cumulative effect of applying the amendments is 
recognized as an opening balance adjustment to retained earnings or other component of equity, 
as applicable.  Accordingly, the comparatives are not restated.  
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• Annual Improvements to PFRS 2018 to 2020 Cycle: 

o Amendments to PFRS 9, Financial Instruments – Fees in the ’10 per cent’ Test for 
Derecognition of Financial Liabilities – The amendment clarifies which fees an entity shall 
include when it applies the ’10 per cent’ test in assessing whether to derecognize a 
financial liability (i.e. whether the terms of a new or modified financial liability is 
substantially different from the terms of the original financial liability). These fees include 
only those paid or received between the borrower and the lender, including fees paid or 
received by either the borrower or the lender on the other’s behalf.  The amendment 
applies to financial liabilities that are modified or exchanged on or after the beginning of 
the annual reporting period in which the entity first applied the amendment. 

 
o Amendments to PFRS 16, Leases – Lease Incentives – The amendments remove from the 

Illustrative Example 13 the illustration of the reimbursement of leasehold improvements 
by the lessor. The objective of the amendment is to avoid any potential confusion 
regarding the treatment of lease incentives because of how the requirements for lease 
incentives are illustrated.    

The adoption of the amended PFRS did not materially affect the consolidated financial statements of 
the Group. Additional disclosures were included in the consolidated financial statements,  
as applicable. 
 
Amended PFRS Issued But Not Yet Effective 
Relevant amended PFRS, which are not yet effective as at December 31, 2022 and have not been 
applied in preparing the unaudited interim consolidated financial statements, are summarized below:  
 
Effective January 1, 2023: 
 

• Amendments to PAS 1, Presentation of Financial Statements, and PFRS Practice  
Statement 2, Making Materiality Judgments – Disclosure Initiative – Accounting Policies –  
The amendments require an entity to disclose its material accounting policies, instead of its 
significant accounting policies and provide guidance on how an entity applies the concept of 
materiality in making decisions about accounting policy disclosures. In assessing the materiality 
of accounting policy information, entities need to consider both the size of the transactions,  
other events or conditions and its nature. The amendments clarify (1) that accounting policy 
information may be material because of its nature, even if the related amounts are immaterial, 
(2) that accounting policy information is material if users of an entity’s financial statements would 
need it to understand other material information in the financial statements, and (3) if an entity 
discloses immaterial accounting policy information, such information should not obscure material 
accounting policy information. In addition, PFRS Practice Statement 2 is amended by adding 
guidance and examples to explain and demonstrate the application of the ‘four-step materiality 
process’ to accounting policy information. The amendments should be applied prospectively.  
Earlier application is permitted. 
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• Amendments to PAS 8, Accounting Policies, Changes in Accounting Estimates and Errors – 
Definition of Accounting Estimates – The amendments clarify the distinction between changes in 
accounting estimates and changes in accounting policies, and the correction of errors. Under the 
new definition, accounting estimates are “monetary amounts in financial statements that are 
subject to measurement uncertainty”. An entity develops an accounting estimate if an accounting 
policy requires an item in the financial statements to be measured in a way that involves 
measurement uncertainty. The amendments clarify that a change in accounting estimate that 
results from new information or new developments is not a correction of an error, and that the 
effects of a change in an input or a measurement technique used to develop an accounting 
estimate are changes in accounting estimates if they do not result from the correction of prior 
period errors.  A change in an accounting estimate may affect only the profit or loss in the current 
period, or the profit or loss of both the current and future periods. Earlier application is permitted. 

 

• Amendments to PAS 12, Income Taxes – Deferred Tax Related Assets and Liabilities from a  
Single Transaction – The amendments require companies to recognize deferred tax on 
transactions that, on initial recognition, give rise to equal amounts of taxable and deductible 
temporary differences. The amendments should be applied on a modified retrospective basis.  
Earlier application is permitted. 

Effective January 1, 2024: 
 

• Amendments to PAS 1, Presentation of Financial Statements – Classification of Liabilities as 
Current or Non-current – The amendments clarify the requirements for an entity to have the right 
to defer settlement of the liability for at least 12 months after the reporting period.  
The amendments also specify and clarify the following: (i) an entity’s right to defer settlement 
must exist at the end of the reporting period, (ii) the classification is unaffected by management’s 
intentions or expectations about whether the entity will exercise its right to defer settlement, (iii) 
how lending conditions affect classification, and (iv) requirements for classifying liabilities where 
an entity will or may settle by issuing its own equity instruments.  The amendments must be 
applied retrospectively.  Earlier application is permitted.  If applied in earlier period, the Group 
shall also apply Amendments to PAS 1 – Noncurrent Liabilities with Covenants for that period. 

Deferred effectivity – 
 

• Amendment to PFRS 10, Consolidated Financial Statements, and PAS 28, Investments in Associates 
and Joint Ventures – Sale or Contribution of Assets Between an Investor and its Associate or Joint 
Venture – The amendments address a current conflict between the two standards and clarify that 
a gain or loss should be recognized fully when the transaction involves a business, and partially if 
it involves assets that do not constitute a business.  The effective date of the amendments, initially 
set for annual periods beginning on or after January 1, 2016, was deferred indefinitely in 
December 2015 but earlier application is still permitted. 
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• Amendments to PAS 1, Noncurrent Liabilities with Covenants – The amendments clarified that 
covenants to be complied with after the reporting date do not affect the classification of debt as 
current or noncurrent at the reporting date. Instead, the amendments require the entity to 
disclose information about these covenants in the notes to the financial statements.   
The amendments must be applied retrospectively.  Earlier application is permitted.  If applied in 
earlier period, the Group shall also apply Amendments to PAS 1 – Classification of Liabilities as 
Current or Noncurrent for that period. 

Under prevailing circumstances, the adoption of the foregoing amended PFRS is not expected to have 
any material effect on the consolidated financial statements of the Group.  
Additional disclosures will be included in the notes to the consolidated financial statements,  
as applicable. 

Basis of Consolidation 
The consolidated financial statements comprise the financial statements of the Parent Company and 
its subsidiaries. 

Subsidiaries are entities controlled by the Parent Company.  Control is achieved when the Parent 
Company is exposed, or has rights, to variable returns from its involvement with the investee and has 
the ability to affect those returns through its power over the investee. Specifically, the Parent 
Company controls an investee if and only if the Parent Company has: 

• power over investee; 

• exposure, or rights, to variable returns from its involvement with the investee; and 

• the ability to use its power over the investee affect its returns. 
 
Generally, there is a presumption that a majority of voting rights results in control.  To support this 
presumption and when the Group has less than a majority of the voting or similar rights of an 
investee, the Group considers all relevant facts and circumstances in assessing whether it has power 
over an investee, including: 
 

• The contractual arrangements with the other vote holders of the investee; 

• Rights arising from other contractual arrangements; and 

• The Group’s voting rights and potential voting rights. 
 
The Group reassesses whether or not it controls an investee if facts and circumstances indicate that 
there are changes to one or more of the three elements of control. 
 
Subsidiaries are consolidated from the date of acquisition or incorporation, being the date on which 
the Parent Company obtains control, and continue to be consolidated until the date such control 
ceases. 
 
The financial statements of the subsidiaries are prepared using the same reporting period of the 
Parent Company.  Consolidated financial statements are prepared using uniform accounting policies 
for like transactions and other events in similar circumstances.  Intercompany balances and 
transactions, including intercompany profits and unrealized profits and losses, are eliminated in full. 
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A change in ownership interest of a subsidiary, without a change of control, is accounted for as an 
equity transaction.  Upon the loss of control, the Group derecognizes the assets and liabilities of the 
subsidiary, any non-controlling interests and the other components of equity related to the subsidiary.  
Any surplus or deficit arising from the loss of control is recognized in profit or loss.  If the Group retains 
interest in the previous subsidiary, then such interest is measured at fair value at the date control is 
lost.  Subsequently, it is accounted for as an equity-accounted investee or as financial assets at fair 
value through other comprehensive income (FVOCI) depending on the level of influence retained. 
 
Non-controlling Interests 
Non-controlling interests represent the portion of profit or loss and net assets not held by the Parent 
Company and are presented separately in the Group’s consolidated statements of comprehensive 
income and within equity in the Group’s consolidated statements of financial position, separate from 
equity attributable to equity holders of the Parent Company, respectively. 
 
Non-controlling interests (NCI) represent the following as at December 31, 2022 and 2021: 
 

 Type of Interest 

% of Interest 

2022 2021 

FECI Direct 40.00 40.00 
SRI Direct 27.42 27.42 
PT BES Indirect 5.00 5.00 
LDFHC Indirect 64.00 64.00 
FTMRC Indirect 64.00 64.00 
M2TI Indirect 64.00 64.00 
PLBRC Indirect 70.00 70.00 
FLC Indirect 69.40 69.40 

Business Combination and Goodwill 
Business combinations are accounted for using the acquisition method. The cost of an acquisition is 
measured as the aggregate of the consideration transferred, measured at acquisition date fair value 
and the amount of any non-controlling interest in the acquiree. For each business combination,  
the Group elects whether to measure the non-controlling interest in the acquiree either at fair value 
or at the proportionate share of the fair value of the acquiree’s identifiable net assets. Transaction 
costs are expensed as incurred and included in general and administrative expenses.  

The Group determines that it has acquired a business when the acquired set of activities and assets 
include an input and a substantive process that together significantly contribute to the ability to create 
outputs. The acquired process is considered substantive if it is critical to the ability to continue 
producing outputs, and the inputs acquired include an organized workforce with the necessary skills, 
knowledge or experience to perform that process or it significantly contributes to the ability to 
continue producing outputs and is considered unique or scarce or cannot be replaced without 
significant cost, effort, or delay in the ability to continue producing outputs.  

When the Group acquires a business, it assesses the financial assets and financial liabilities assumed 
for appropriate classification and designation in accordance with the contractual terms,  
economic circumstances and pertinent conditions as at the acquisition date. This includes the 
separation of embedded derivatives in host contracts by the acquiree, if any.  

If the business combination is achieved in stages, any previously held equity interest is re-measured 
at its acquisition date at fair value and any resulting gain or loss is recognized in the consolidated 
statements of comprehensive income.  

Any contingent consideration to be transferred by the Group will be recognized at fair value at the 
acquisition date. Contingent consideration classified as equity is not remeasured and its subsequent 
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settlement is accounted for within equity. Contingent consideration classified as an asset or liability 
that is a financial instrument and within the scope of PFRS 9, Financial Instruments, is measured at 
fair value with changes in fair value recognized in the consolidated statements of comprehensive 
income in accordance with PFRS 9. Other contingent consideration that is not within the scope of 
PFRS 9 is measured at fair value at each financial reporting date with changes in fair value recognized 
in the consolidated statement of comprehensive income.  

If the initial measurement of the fair value of net identifiable assets acquired in a business 
combination is incomplete by the end of the reporting period in which the business combination 
occurs, the Group recognizes in its consolidated financial statements provisional amounts for the 
items for which the measurement is incomplete. During the measurement period, the Group 
retrospectively adjust the provisional amounts recognized at the acquisition date to reflect new 
information obtained about facts and circumstances that existed as of the acquisition date and,  
if known, would have affected the measurement of the amounts recognized as of that date.  
During the measurement period, the Group recognizes additional assets or liabilities if new 
information is obtained about facts and circumstances that existed as of the acquisition date and, if 
known, would have resulted in the recognition of those assets and liabilities as of that date.  
The measurement period ends as soon as the Group receives the information it was seeking about 
facts and circumstances that existed as of the acquisition date or learns that more information is not 
obtainable. However, the measurement period shall not exceed one year from the acquisition date. 

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration 
transferred, the amount recognized for non-controlling interest and any previous interest held over 
the net identifiable assets acquired and liabilities assumed). If the fair value of the net assets acquired 
is in excess of the aggregate consideration transferred, the Group re-assesses whether it has correctly 
identified all of the assets acquired and all of the liabilities assumed and reviews the procedures used 
to measure the amounts recognized at the acquisition date. If the re-assessment still results in an 
excess of the fair value of net assets acquired over the aggregate consideration transferred, then the 
gain is recognized in the consolidated statements of comprehensive income. 

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.  
For the purpose of impairment testing, goodwill acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s cash generating unit (CGU) or group of CGUs that 
are expected to benefit from the combination, irrespective of whether other assets or liabilities of the 
acquiree are assigned to those units. 

Where goodwill has been allocated to a CGU and part of the operation within that unit is disposed of, 
the goodwill associated with the disposed operation is included in the carrying amount of the 
operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in this 
circumstance is measured based on the relative values of the disposed operation and the portion of 
the CGU retained. 

Classification of Financial Instrument between Liability and Equity 
A financial instrument is classified as a liability if it provides for a contractual obligation to: 
 

• Deliver cash or another financial asset to another entity;  

• Exchange financial assets or financial liabilities with another entity under conditions that are 
potentially unfavorable to the Group; or 
 

• Satisfy the obligation other than by the exchange of a fixed amount of cash or another financial 
asset for a fixed number of own equity shares. 
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If the Group does not have an unconditional right to avoid delivering cash or another financial asset 
to settle its contractual obligation, the obligation meets the definition of a financial liability. 
 
Classification of Assets and Liabilities between Current and Noncurrent  
The Group presents current and noncurrent assets, and current and noncurrent liabilities, as separate 
classifications in the notes to consolidated financial statements.  
 
Current Assets. The Group classifies an asset as current when:  
 

• It expects to realize the asset, or intends to sell or consume it, in its normal operating cycle;    

• It holds the asset primarily for the purpose of trading;   

• It expects to realize the asset within 12 months after the reporting period; or    

• The asset is cash or a cash equivalent unless the asset is restricted from being exchanged or used 
to settle a liability for at least 12 months after the reporting period.    

 
Otherwise, the Group will classify all other assets as noncurrent.      
 
Current Liabilities. The Group classifies a liability as current when:    
 

• It expects to settle the liability in its normal operating cycle; 

• It holds the liability primarily for the purpose of trading;    

• The liability is due to be settled within 12 months after the reporting period; or    

• It does not have an unconditional right to defer settlement of the liability for at least 12 months 
after the reporting period. Terms of a liability that could, at the option of the counterparty,  
result in its settlement by the issue of equity instruments do not affect its classification.    

Otherwise, the Group will classify all other liabilities as noncurrent. 

Financial Instruments 
A financial instrument is any contract that gives rise to a financial asset of one entity or a financial 
liability or equity instrument of another entity.  

Date of Recognition.  The Group recognizes a financial asset or a financial liability in the statement of 
financial position when it becomes a party to the contractual provisions of a financial instrument.  
In the case of a regular way purchase or sale of financial assets, recognition and derecognition,  
as applicable, is done using trade date accounting. 

“Day 1” Difference.  Where the transaction price in a non-active market is different from the fair value 
of other observable current market transactions in the same instrument or based on a valuation 
technique whose variables include only data from observable market, the Group recognizes the 
difference between the transaction price and fair value (a “Day 1” difference) in profit or loss. In cases 
where there are no observable data on inception, the Group deems the transaction price as the best 
estimate of fair value and recognizes “Day 1” difference in profit or loss when the inputs become 
observable or when the instrument is derecognized.  For each transaction, the Group determines the 
appropriate method of recognizing the “Day 1” difference. 

 

Financial Assets 
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Initial Recognition and Measurement.  Financial instruments are recognized initially at fair value, 
which is the fair value of the consideration given.  The initial measurement of financial assets, except 
for those designated at fair value through profit or loss (FVPL), includes transaction cost. 

Classification.  The Group classifies its financial assets at initial recognition under the following 
categories: (a) financial assets at FVPL, (b) financial assets at amortized cost and (c) financial assets at 
FVOCI. The classification of a financial asset largely depends on the Group’s business model for 
managing the asset and its contractual cash flow characteristics. 

Financial Assets at FVPL.  Financial assets at FVPL are either classified as held for trading or designated 
at FVPL.  A financial instrument is classified as held for trading if it meets either of the following 
conditions: 

• it is acquired or incurred principally for the purpose of selling or repurchasing it in the near term;  

• on initial recognition, it is part of a portfolio of identified financial instruments that are managed 
together and for which there is evidence of a recent actual pattern of short-term profit-taking; or  

• it is a derivative (except for a derivative that is a financial guarantee contract or a designated and 
effective hedging instrument). 

The Group may, at initial recognition, designate a financial asset meeting the criteria to be classified 
at amortized cost or at FVOCI, as a financial asset at FVPL, if doing so eliminates or significantly reduces 
accounting mismatch that would arise from measuring these assets. 

After initial recognition, financial assets at FVPL are subsequently measured at fair value.   
Unrealized gains or losses arising from the fair valuation of financial assets at FVPL are recognized in 
the consolidated statements of comprehensive income. 

As at March 31, 2023 and December 31, 2022, the Group classified its derivative financial instrument 
under this category. 

Financial Assets at Amortized Cost. Financial assets shall be measured at amortized cost if both of the 
following conditions are met: 

• the financial asset is held within a business model whose objective is to hold financial assets 
in order to collect contractual cash flows; and  

• the contractual terms of the financial asset give rise, on specified dates, to cash flows that are 
solely payments of principal and interest on the principal amount outstanding. 

After initial recognition, financial assets at amortized cost are subsequently measured at amortized 
cost using the effective interest method, less allowance for impairment, if any. Amortized cost is 
calculated by taking into account any discount or premium on acquisition and fees that are an integral 
part of the effective interest rate. Gains and losses are recognized in profit or loss when the financial 
assets are derecognized and through amortization process. 

As at March 31, 2023 and December 31, 2022, the Group’s cash and cash equivalents, trade and other 
receivables, refundable deposits, and long-term placements are included in this category. 

Financial Assets at FVOCI – Debt Instruments. For debt instruments that meet the contractual cash 
flow characteristic and are not designated at FVPL under the fair value option, the financial assets are 
measured at FVOCI if both of the following conditions are met: 
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• the financial asset is held within a business model whose objective is achieved by both collecting 
contractual cash flows and selling the financial assets; and 

• the contractual terms of the financial asset give rise, on specified dates, to cash flows that are 
solely payments of principal and interest on the principal amount outstanding. 

After initial recognition, interest income (calculated using the effective interest rate method) and 
impairment gains or losses of debt instruments measured at FVOCI are recognized directly in profit 
or loss. When the financial asset is derecognized, the cumulative gains or losses previously recognized 
in OCI are reclassified from equity to profit or loss as a reclassification adjustment. 

As at March 31, 2023 and December 31, 2022, the Group’s investments in quoted debt securities are 
classified under this category. 

Financial Assets at FVOCI – Equity Instruments.  For equity instruments that are not held for trading, 
the Group may irrevocably designate, at initial recognition, a financial asset to be measured at FVOCI 
when it meets the definition of equity instrument under PAS 32, Financial Instruments: Presentation.  
This option is available and made on an instrument by instrument basis.  

Dividends from equity instruments held at FVOCI are recognized in profit or loss when the right to 
receive payment is established, unless the dividend clearly represents a recovery of part of the cost 
of the investment.   

All other gains or losses from equity instruments are recognized in OCI and are presented in the equity 
section of the consolidated statement of financial position and are not reclassified to profit or loss in 
subsequent periods, but instead, these are transferred directly to retained earnings.  

As at March 31, 2023 and December 31, 2022, the Group has quoted investments in equity securities 
which were irrevocably designated as financial assets at FVOCI. 

Derivative Financial Instruments 
The Group uses derivative financial instruments such as foreign exchange forward contracts to 
manage its exposure to foreign currency risks. Such derivative financial instruments are initially 
recognized at fair value on the date on which a derivative contract is entered into and are 
subsequently remeasured at fair value. Derivatives are carried as financial assets when the fair value 
is positive and as financial liabilities when the fair value is negative. Any gain or loss arising from 
changes in fair value of derivatives that do not qualify for hedge accounting is recognized in profit or 
loss. 

Reclassification 
The Group reclassifies its financial assets when, and only when, it changes its business model for 
managing those financial assets.  The reclassification is applied prospectively from the first day of the 
first reporting period following the change in the business model (reclassification date). 

For a financial asset reclassified out of the financial assets at FVPL category to financial assets at 
amortized cost, its fair value at the reclassification date becomes its new gross carrying amount. 

For a financial asset reclassified out of the financial assets at FVPL category to financial assets at FVOCI, 
its fair value at the reclassification date becomes its new gross carrying amount.  Meanwhile, for a 
financial asset reclassified out of the financial assets at FVOCI category to financial assets at FVPL, the 
cumulative gain or loss previously recognized in other comprehensive income is reclassified from 
equity to profit or loss as a reclassification adjustment at the reclassification date. 
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For a financial asset reclassified out of the financial assets at amortized cost category to financial 
assets at FVPL, any gain or loss arising from the difference between the previous amortized cost of 
the financial asset and fair value is recognized in profit or loss. 

For a financial asset reclassified out of the financial assets at amortized cost category to financial 
assets at FVOCI, any gain or loss arising from a difference between the previous amortized cost of the 
financial asset and fair value is recognized in other comprehensive income. 

For a financial asset reclassified out of the financial assets at FVOCI category to financial assets 
at amortized cost, any gain or loss previously recognized in OCI, and any difference between 
the new amortized cost and maturity amount, are amortized to profit or loss over the remaining life 
of the investment using the effective interest method. If the financial asset is subsequently impaired, 
any gain or loss that has been recognized in OCI is reclassified from equity to profit or loss. 

In the case of a financial asset that does not have a fixed maturity, the gain or loss shall be recognized 
in profit or loss when the financial asset is sold or disposed. If the financial asset is subsequently 
impaired, any previous gain or loss that has been recognized in OCI is reclassified from equity to profit 
or loss. 

For equity instruments which were irrevocably designated at initial recognition as financial assets at 
FVOCI, no reclassification in another category is allowed. 
 
For a financial asset reclassified out of the financial assets at FVOCI category to financial assets at 
FVPL, the cumulative gain or loss previously recognized in OCI is reclassified from equity to profit or 
loss as a reclassification adjustment at the reclassification date. 

Impairment of Debt Instruments at FVOCI and Financial Assets at Amortized Cost.  The Group 
recognizes an allowance for expected credit losses (ECL) for all debt instruments not held at FVPL.  
ECL is based on the difference between the cash flows due in accordance with the contract and all the 
cash flows that the Group expects to receive, discounted at an approximation to the asset’s original 
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held 
or other credit enhancements that are integral to the contractual terms. 

 
For trade receivables, the Group has applied the simplified approach and has calculated ECL based on 
lifetime ECL. The Group has established a provision matrix that is based on its historical credit loss 
experience, adjusted for forward-looking factors specific to its customers and the economic 
environment.  
 
For other financial assets measured at amortized cost and FVOCI, the ECL is based on the 12-month 
ECL, which pertains to the portion of lifetime ECL that result from default events on a financial 
instrument that are possible within 12 months after the reporting date.  However, when there has 
been a significant increase in credit risk since initial recognition, the allowance will be based on the 
lifetime ECL.  When determining whether the credit risk of a financial asset has increased significantly 
since initial recognition, the Group compares the risk of a default occurring on the financial instrument 
at the reporting date with the risk of a default occurring on the financial instrument at the date of 
initial recognition.  The Group also considers reasonable and supportable information that is available 
without undue cost or effort and is indicative of significant increases in credit risk since initial 
recognition. 

The Group considers a financial asset in default when contractual payments are 30 days past due 
unless it is demonstrated that the non-payment was an administrative oversight rather than resulting 
from financial difficulty of the counterparty.  However, in certain cases, the Group may also consider 
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a financial asset to be in default when internal or external information indicates that the Group is 
unlikely to receive the outstanding contractual amounts in full before taking into account any credit 
enhancements held by the Group.  A financial asset is written off when there is no reasonable 
expectation of recovering the contractual cash flows in its entirety or a portion thereof. This is 
generally the case when the Group determines that the borrower does not have assets or source of 
income that could generate sufficient cash flows to repay the amount of financial asset for write-off. 
This assessment is carried out at the individual financial asset level. 
 
Derecognition.  A financial asset (or where applicable, a part of a financial asset or part of a group of 
similar financial assets) is derecognized when:  

• The right to receive cash flows from the asset has expired;  

• The Group retains the right to receive cash flows from the financial asset, but has assumed an 
obligation to pay them in full without material delay to a third party under a “pass-through” 
arrangement; or 

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

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

 
Financial Liabilities 

Initial Recognition and Measurement.  Financial liabilities are recognized initially at fair value, which 
is the fair value of the consideration received.  In case of financial liabilities at amortized cost,  
the initial measurement is net of any directly attributable transaction costs. 

Classification.  The Group classifies its financial liabilities at initial recognition as either financial 
liabilities at FVPL or financial liabilities at amortized cost. 

As at March 31, 2023 and December 31, 2022, the Group does not have financial liabilities at FVPL. 

Financial Liabilities at Amortized Cost.  Financial liabilities are categorized as financial liabilities at 
amortized cost when the substance of the contractual arrangement results in the Group having an 
obligation either to deliver cash or another financial asset to the holder, or to settle the obligation 
other than by the exchange of a fixed amount of cash or another financial asset for a fixed number of 
its own equity instruments. 

 
After initial recognition, these financial liabilities are subsequently measured at amortized cost using 
the effective interest method.  Amortized cost is calculated by taking into account any discount or 
premium on the issue, and fees that are an integral part of the effective interest rate.  Gains and losses 
are recognized in profit or loss when the liabilities are derecognized or through the amortization 
process.  
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As at March 31, 2023 and December 31, 2022, the Group’s trade and other payables (excluding 
nonfinancial liabilities and derivative liability), trust receipts payable, loans payable, trusts receipts 
payable and lease liabilities are classified under this category. 

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

 

Offsetting of Financial Assets and Liabilities 
Financial assets and financial liabilities are offset and the net amount reported in the consolidated 
statement of financial position only if there is a currently enforceable legal right to offset the 
recognized amounts and there is intention to settle on a net basis, or to realize the asset and settle 
the liability simultaneously.  This is not generally the case with master netting agreements, and the 
related assets and liabilities are presented gross in the consolidated statement of financial position. 

Inventories 
Inventories are valued at the lower of cost and net realizable value (NRV). Cost includes all costs of 
purchase and other costs incurred in bringing the inventories to their present location and condition, 
and it is calculated using the moving average method. 

The NRV of inventories is the estimated selling price in the ordinary course of business, less the 
estimated cost necessary to make the sale.  In determining the NRV, the Group considers any 
adjustment necessary for obsolescence. 

When the NRV of the inventories is lower than their cost, the inventories are written-down to its NRV 
and the difference between the cost and NRV of the inventories is charged in profit or loss. 
 
Noncurrent Asset Held for Sale 
The Group classifies non-current assets and disposal groups as held for sale if their carrying amounts 
will be recovered principally through a sale transaction rather than through continuing use. 
Noncurrent assets and disposal groups classified as held for sale are measured at the lower of their 
carrying amount and fair value less costs to sell.  Costs to sell are the incremental costs directly 
attributable to the disposal of an asset (disposal group), excluding finance costs and income tax 
expense. 

 
The criteria for held for sale classification is regarded as met only when the sale is highly probable, 
and the asset or disposal group is available for immediate sale in its present condition. 
Actions required to complete the sale should indicate that it is unlikely that significant changes to the 
sale will be made or that the decision to sell will be withdrawn.  Management must be committed to 
the plan to sell the asset and the sale expected to be completed within one (1) year from the date of 
classification. 

If the one-year period is not complied, the Group can still classify its noncurrent asset as held for sale 
when: 

• There are non-buyer conditions which extend the period required to complete the sale and 
the conditions can only be complied after a firm purchase commitment is obtained. The firm 
purchase commitment should be highly probable within one year 
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• There are buyer or non-buyer conditions that will extend the period required to complete the 
sale after the Group obtains a firm purchase agreement, and the Group already responded to 
the conditions expecting favorable resolution. 

• During the one-year period, the noncurrent asset held for sale was not sold due to the 
occurrence of unlikely circumstances and the Group responded to the change in 
circumstances within the same period. Also, the noncurrent asset should be actively marketed 
at a reasonable price given the change in circumstances. 

The Group recognizes an impairment loss for any initial or subsequent write-down of the asset  
(or disposal group) to fair value less costs to sell, to the extent that it has not been recognized in the 
carrying amount of the noncurrent asset before initial classification as held for sale.  The Group 
recognizes a gain for any subsequent increase in fair value less costs to sell of an asset, but not in 
excess of the cumulative impairment loss that has been recognized. 

 
Assets and liabilities classified as held for sale are presented separately as current items in the 
consolidated statements of financial position. 

Property and Equipment 
The following property and equipment are stated at cost less accumulated depreciation, amortization 
and any accumulated impairment losses: 

• Depot tanks 

• Building and improvements 

• Transportation equipment 

• Furniture, fixtures, and office equipment 

The initial cost of property and equipment consists of its purchase price after deducting trade 
discounts and rebates, import duties, nonrefundable purchase taxes, and any other costs directly 
attributable in bringing the asset to its working condition and location for its intended use.   
The cost of self-constructed assets includes the cost of materials, direct labor, any other costs directly 
attributable in bringing the assets to the working condition for their intended use, and costs of 
dismantling and removing the items and restoring the site on which they are located. 

Expenditures incurred after the property and equipment have been put into operation, such as 
repairs, maintenance and overhaul costs, are normally recognized in profit or loss in the year the costs 
are incurred.  In situations where it can be clearly demonstrated that the expenditures have resulted 
in an increase in the future economic benefits expected to be obtained from the use of an item of 
property and equipment beyond its originally assessed standard of performance, the expenditures 
are capitalized as additional costs of property and equipment.  The cost of replacing a component of 
an item of property and equipment is recognized if it is probable that the future economic benefits 
embodied within the component will flow to the Group, and its cost can be measured reliably.  The 
carrying amount of the replaced component is derecognized.  

When parts of an item of property and equipment have different useful lives, these are accounted for 
as separate items (major components) of property and equipment. 

Depreciation and amortization of property and equipment begin when it is in the location and 
condition necessary for it to be capable of operating in the manner intended by the management. 
Depreciation and amortization are calculated on a straight-line basis over the following estimated 
useful lives of the property and equipment: 
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 Number of Years 

Depot tanks 15 
Building and building improvements 15 
Transportation equipment 5 
Furniture, fixtures and office equipment 3 

The estimated useful lives, depreciation and amortization method are reviewed at each reporting date 
to ensure that these are consistent with the expected pattern of economic benefits from items of 
property and equipment. 

Fully depreciated assets are retained in the accounts until they are no longer in use. 
 
When assets are retired or otherwise disposed of, the cost and the related accumulated depreciation, 
amortization and any impairment in value are removed from the accounts. Any resulting gain or loss 
is recognized in profit or loss. 
 
Construction in progress represents properties under construction and is stated at cost, including 
costs of construction and other direct costs.  Construction in progress is not depreciated until such 
time that the relevant assets are completed and ready for operational use. 

 
Investments in Associates and a Joint Venture 
These consist of investments in a joint arrangement classified as a joint venture and associates that 
are accounted for at equity method. 
 
An associate is an entity over which the Group has significant influence.  Significant influence is the 
power to participate in the financial and operating policy decisions of the investee, but is not control 
or joint control over those policies. 
 
A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement 
have rights to the net assets of the arrangement.  Joint control is the contractually agreed sharing of 
control of an arrangement, which exists only when decisions about the relevant activities require 
unanimous consent of the parties sharing control.  The considerations made in determining joint 
control are similar to those necessary to determine control over subsidiaries. 
 
The Group’s Investments in Associates and a Joint Venture are accounted for under the equity 
method.  The investments are initially recognized at cost and adjusted to recognize the Group’s share 
in the changes in the net assets of the associates since the acquisition date. Goodwill relating to the 
joint venture or associate is included in the carrying amount of the investment and is not tested for 
impairment separately. Dividends received by the Group from the associates and joint venture will 
reduce the carrying amount of the investments when the right to receive the dividend is established. 
Dividends received from associates and joint venture whose carrying values have been reduced to 
zero are recognized as income in the consolidated statement of income.  The Group recognizes its 
share in net income or loss of the associates in profit or loss.  Any change in OCI of the associates is 
presented as part of the Group’s OCI. In addition, where there has been a change recognized directly 
in equity of the associate, the Group recognizes its share in these changes, when applicable, in the 
consolidated statement of changes in equity. Unrealized gains and losses resulting from transactions 
between the Group and the Joint Venture or associate are eliminated to the extent of the Group’s 
interest in the joint venture or associate. 
 
After application of the equity method, the Group determines whether it is necessary to recognize an 
impairment loss on its investment in the joint venture or associate. At each financial reporting date, 
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the Group determines whether there is objective evidence that the investment in the joint venture or 
associate is impaired. If there is such evidence, the Group calculates the amount of impairment as the 
difference between the recoverable amount of the joint venture or associate and its carrying value, 
then recognizes the loss within share in earnings from investments in associates and joint ventures in 
the consolidated statement of income. 
 
Upon loss of significant influence over the associate, the Group measures and recognizes any retained 
investment at fair value.  Any difference between the carrying amount of the associate upon loss of 
significant influence and the fair value of the retained investment and proceeds from disposal is 
recognized in profit or loss. 

The financial statements of the associates are prepared in the same reporting period and using the 
uniform accounting policies used by the Group. 

Investment Properties  
Investment properties pertain to land, buildings and improvements, and depot tanks held either to 
earn rental income or for capital appreciation or both, but not for sale in the ordinary course of 
business or for administrative purposes. 
 
Investment properties are initially measured at cost which pertains to the purchase price and any 
directly attributable costs related to the acquisition.  Subsequent to initial recognition, investment 
properties are stated at fair value, which reflects market conditions at the reporting date.  Gains or 
losses arising from changes in the fair values of investment properties are recognized in profit or loss 
in the period in which they arise. Fair values are determined using market data approach by an 
accredited external independent real estate appraiser. 

An investment property is derecognized either when the asset has been disposed of or when the 
investment property has been permanently withdrawn from use and no future economic benefit is 
expected from its disposal. Any gains or losses on the retirement or disposal of an investment property 
are recognized in profit or loss in the year of retirement or disposal. In determining the amount of 
consideration from the derecognition of investment property the Group considers the effects of 
variable consideration, existence of a significant financing component, non-cash consideration, and 
consideration payable to the buyer, if any. 

 
Transfers are made to or from investment property only when there is a change in use, evidenced by 
the ending of owner-occupation, commencement of an operating lease to another party or ending of 
the construction or development. For a transfer from investment property to owner-occupied 
property, the deemed cost for subsequent accounting is the fair value at the date of change in use. If 
owner-occupied property becomes an investment property, the Group accounts for such property in 
accordance with the policy stated under property, plant and equipment up to the date of change in 
use. 
 
Deferred Exploration and Evaluation Costs 
Deferred exploration and evaluation costs arising from the Group’s exploration and evaluation 
activities are carried at cost less any accumulated impairment losses, if any. 

Exploration and evaluation activities involve the search for oil, gas or other natural resources,  
the determination of technical feasibility and the assessment of commercial viability of an identified 
resource.  These include the following: 

• Acquisitions of rights to explore; 

• Gathering exploration data through geophysical studies; 
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• Determining and examining the volume and grade of the resource; 

• Surveying transportation and infrastructure requirements; and 

• Evaluating the technical feasibility and commercial viability of extracting the resource. 

Exploration and evaluation expenditures are recognized as assets when the future economic benefit 
is more likely than not to be realized. These costs include directly attributable employee 
remuneration, materials and fuels used, surveying costs, drilling costs and payments made to 
contractors. The Group capitalizes any further costs incurred for exploration and evaluation activities 
up to the point when a commercial reserve is established. 

Deferred exploration and evaluation costs are assessed for impairment before these are reclassified 
to “Property and equipment” account in the consolidated statement of financial position when the 
technical feasibility and commercial viability of extracting the resources are demonstrable.   
Any impairment loss is recognized in profit or loss.  If the exploration area is found to contain no 
commercial reserves, the deferred exploration and evaluation costs are charged to profit or loss. 
 
Intangible Asset 
Intangible asset pertains to exploration rights.  This is stated at cost, which includes purchase price 
and other direct costs, less accumulated amortization and any impairment in value.  Intangible asset 
is amortized over their useful lives on a straight-line basis and assessed for impairment whenever 
there is an indication that the intangible asset may be impaired.  The amortization period and method 
for an intangible asset with a finite useful life are reviewed at least annually.  Changes in the expected 
useful life or the expected pattern of consumption of future economic benefits embodied in the 
intangible asset with finite useful lives are recognized in profit or loss. 

The useful life of an intangible asset arising from contractual or other legal rights should not exceed 
the period of those rights, but may be shorter depending on the period over which the intangible 
asset is expected to be used by the Group.  Intangible asset is amortized on a straight-line basis over 
two (2) years. 

When intangible asset is retired or otherwise disposed of, the cost and the related accumulated 
amortization and any impairment in value are removed from the accounts.  Any resulting gain or loss 
is recognized in profit or loss. 
 
Other Nonfinancial Assets 
Other nonfinancial assets pertain to excess tax credits, prepayments, input value-added tax (VAT), 
and deferred input VAT. 

Excess Tax Credits.  Excess tax credits pertain to the Group’s excess income tax payments.  
These include taxes withheld and remitted to the Bureau of Internal Revenue (BIR) by customers 
which can be applied to the Group’s income tax payable in the same year the related income was 
recognized. Excess tax credits are carried forward and can be utilized in succeeding years. These are 
measured at face amount, less any impairment in value. 
 
Prepayments. Prepayments are expenses paid in advance and recorded as assets before these are 
utilized.  Prepayments are apportioned over the period covered by the payment and included in profit 
or loss when incurred.  Prepayments that are expected to be utilized within 12 months after the 
reporting date are classified as current assets.  Otherwise, these are classified as noncurrent assets. 

VAT. VAT is a tax on consumption levied on the sale, barter, exchange, or lease of goods or properties 
and services, and on importation of goods in the Philippines.  It is an indirect tax,  
which may be shifted or passed on to the buyer, transferee or lessee of goods, properties or services. 
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Revenue, expenses, and assets are recognized net of the amount of VAT, except: 

• When the tax incurred on a purchase of assets or services is not recoverable from the taxation 
authority, in which case the tax is recognized as part of the cost of acquisition of the asset or as 
part of the expense item as applicable; and 

• Receivables and payables that include the amount of VAT. 

The net amount of VAT recoverable from the taxation authority is presented as “Input VAT” under 
“Other noncurrent assets” account in the consolidated statement of financial position. 
 
Deferred Input VAT. In accordance with Revenue Regulations (RR) No. 16-2005, input VAT on 
purchases or imports of capital goods (depreciable assets for income tax purposes) with an aggregate 
acquisition cost (exclusive of VAT) in each of the calendar month exceeding P=1.0 million is claimed as 
credit against output VAT over 60 months or the estimated useful lives of capital goods, whichever is 
shorter. 
 
Deferred input VAT represents the unamortized amount of input VAT on capital goods and input VAT 
on the unpaid portion of availed services, including the use or lease of properties. 

 
Where the aggregate acquisition cost (exclusive of VAT) of the existing or finished depreciable capital 
goods purchased or imported during any calendar month does not exceed P=1.0 million,  
the total input VAT will be allowable as credit against output VAT in the month of acquisition. 

 
Based on Revenue Memorandum Circular (RMC) 21-2022, effective January 1, 2022, all input tax on 
purchases of capital goods shall no longer be deferred, but allowed to be claimed upon purchase or 
payment. Remaining unutilized input VAT shall be allowed to be amortized as scheduled until fully 
utilized. 

Deferred input VAT that are expected to be claimed against output VAT within 12 months after the 
reporting date are classified as current assets.  Otherwise, these are classified as noncurrent assets. 

Impairment of Nonfinancial Assets 
The carrying amounts of nonfinancial assets are reviewed for impairment when events or changes in 
circumstances indicate that the carrying amounts may not be recoverable.  If such indication exists 
and when the carrying amounts exceed the estimated recoverable amounts, the assets or  
cash- generating units (CGU) are written down to their recoverable amounts.  The recoverable amount 
of the asset is the greater of the fair value less cost of disposal or value in use.  The fair value less cost 
of disposal is the amount obtainable from the sale of an asset in an arm’s-length transaction less cost 
of disposal.  In assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects the current market assessment of the time value of 
money and the risks specific to the asset.  For an asset that does not generate largely independent 
cash inflows, the recoverable amount is determined for the CGU to which the asset belongs.  
Impairment losses are recognized in profit or loss.  

An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased.  If such indication exists, 
the recoverable amount is estimated.  A previously recognized impairment loss is reversed only if 
there has been a change in the estimates used to determine the asset’s recoverable amount since the 
last impairment loss was recognized.  In such instance, the carrying amount of the asset is increased 
to its recoverable amount.  However, that increased amount cannot exceed the carrying amount that 
would have been determined, net of depreciation and amortization, if no impairment loss had been 
recognized for the asset in prior years.  Such reversal is recognized in profit or loss.  After such reversal, 
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the depreciation and amortization charges are adjusted prospectively to allocate the asset’s revised 
carrying amount on a systematic basis over its remaining useful life. 
 
Equity 
 
Capital Stock.  Common stock is measured at par value for all shares issued and subscribed.   
Unpaid subscriptions are recognized as reduction to subscribed capital stock. 

Additional Paid-in Capital (APIC). APIC represents the proceeds and/or fair value of consideration 
received in excess of the par value of the shares issued.  Incremental costs directly attributable to the 
issuance of new common stock are recognized as a deduction from APIC, net of any tax effects. 

Deficit.  Deficit represents the cumulative balance of the Group’s profit or loss.  

Treasury Stock. Treasury stock represents the Parent Company’s shares held by its subsidiary, which 
are carried at cost and deducted from equity until the shares are cancelled or sold.   

When the shares are subsequently sold, the difference between the cost and consideration received, 
net of any directly attributable transaction costs, is included in equity attributable to the equity 
holders of the Parent Company.  

Other Equity Reserves.  Other equity reserves consist of cumulative balances of items of income and 
expense that are not recognized in profit or loss in accordance with PFRS.  Other equity reserves of 
the Group pertain to equity reserve on acquisition of NCI, cumulative gain (loss) on translation of 
Investments in Associates, cumulative unrealized gain changes in fair value of financial assets at 
FVOCI, cumulative translation loss on consolidation of a foreign operations, and cumulative 
remeasurement gain (loss) on net retirement benefit liability. 

Revenue Recognition 
Revenue from contract with customers is recognized when the performance obligation in the contract 
has been satisfied, either at a point in time or over time.  Revenue is recognized over time if one of 
the following criteria is met: (a) the customer simultaneously receives and consumes the benefits as 
the Group performs its obligations; (b) the Group’s performance creates or enhances an asset that 
the customer controls as the asset is created or enhanced; or (c) the Group’s performance does not 
create an asset with an alternative use to the Group and the Group has an enforceable right to 
payment for performance completed to date.  Otherwise, revenue is recognized at a point in time. 

The Group also assesses its revenue arrangements to determine if it is acting as a principal or as an 
agent.  The Group has assessed that it acts as a principal in its revenue arrangements. 

The following specific recognition criteria must also be met before revenue is recognized. 
 
Sale of Fuel. Sales revenue is recognized at the point in time when control of the asset is transferred 
to the customer upon delivery. The normal credit term is 15 to 120 days. 
 
Service Income. Service income including hauling fees and port service income is recognized over the 
period that the related service is provided. 

Income from Penalty on Delayed Payment of Receivables. Income from penalty on delayed payment 
of receivables are recognized when payments are received from customers.  

Other Income. Income from other sources is recognized as revenue when earned. 
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The following are the specific recognition criteria for other revenues outside the scope of PFRS 15, 
Revenues: 

Rental Income.  Revenue on rental under non-cancellable and cancellable leases are recognized on a 
straight-line basis over the lease term. 

Interest Income.  Interest income is recognized as the interest accrues taking into account the effective 
yield on the asset, net of final tax. 

Dividend Income.  Dividend income is recognized when the Group’s right to receive payment is 
established. 
 
Expense Recognition 
Expenses are recognized in profit or loss when a decrease in future economic benefit related to a 
decrease in an asset or an increase of a liability has arisen that can be measured reliably. 

Cost of Sales. Cost of sales includes the purchase price of the products sold as well as costs that are 
directly attributable in bringing the inventory to its intended condition and location. Costs of sales is 
recognized when the related goods are delivered to the customers.   

Cost of Services. Cost of services are recognized as expense when the related services are rendered. 

General and Administrative Expenses.  General and administrative expenses constitute costs of 
administering the business. These are expensed when incurred. 
 
Finance Costs. Finance costs are recognized in profit or loss using the effective interest method. 

Leases 
The Group assesses whether the contract is, or contains a lease at the commencement date.   
To assess whether a contract conveys the right to control the use of an identified asset for a period of 
time, the Group assesses whether, throughout the period of use, it has both of the following: 

 
i. The right to obtain substantially all of the economic benefits from use of the identified asset; and 
ii. The right to direct the use of the identified asset. 

If the Group has the right to control the use of an identified asset for only a portion of the term of the 
contract, the contract contains a lease for that portion of the term.  The Group also assesses whether 

a contract contains a lease for each potential separate lease component. 
Group as Lessor.  Leases where the Group retains substantially all the risks and rewards of ownership 
are classified as operating leases.  Rental income is recognized in profit or loss when earned upon the 
fulfilment of the variable considerations which are mutually agreed by the parties in the arrangement. 

Group as a Lessee. At the commencement date, the Group recognizes right of use (ROU) asset and 
lease liability for all leases, except for leases with lease terms of 12 months or less (short-term leases) 
and leases for which the underlying asset is of low value in which case the lease payments associated 
with those leases are recognized as an expense on a straight-line basis. 
 
The Group elected to apply the recognition exemption on short-term leases.  The related lease 
expenses on these lease agreements are recognized in profit or loss on a straight-line basis. 

ROU Asset. At commencement date of the lease contracts, the Group measures ROU asset  
at cost.  The initial measurement of ROU asset includes the following: 
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• The amount of the initial measurement of lease liability; 

• Lease payments made at or before the commencement date less any lease incentives received;  

• Initial direct costs; and 

• An estimation of costs to be incurred by the Group in dismantling and removing the underlying 
asset, when applicable. 

 
After the commencement date, the ROU asset is carried at cost less any accumulated amortization 
and any accumulated impairment losses, and adjusted for any remeasurement of the related lease 
liabilities. 

ROU asset is presented under Property and equipment. Amortization is computed using the  
straight-line method over the estimated useful life of 25 years.  

Lease Liabilities.  At commencement date, the Group measures lease liabilities at the present value of 
future lease payments using the interest rate implicit in the lease, if that rate can be readily 
determined.  Otherwise, the Group uses its incremental borrowing rate (IBR). 

Lease payments included in the measurement of lease liabilities comprise the following: 
 

• Fixed payments, including in-substance fixed payments; 

• Variable lease payments that depend on an index or a rate, initially measured using the index or 
rate as at the commencement date;  

• Amounts expected to be payable by the lessee under residual value guarantees; and 

• The exercise price under a purchase option that the Group is reasonably certain to exercise, lease 
payments in an optional renewal period if the Group is reasonably certain to exercise an extension 
option, and penalties for early termination of a lease unless the Group is reasonable certain not 
to terminate early. 

 
Lease liabilities are subsequently measured at amortized cost.  Interest on the lease liabilities and any 
variable lease payments not included in the measurement of lease liabilities are recognized in profit 
or loss unless these are capitalized as costs of another asset.  Variable lease payments not included in 
the measurement of the lease liabilities are recognized in profit or loss when the event or condition 
that triggers those payments occurs. 

If there is a change in the lease term or if there is a change in the assessment of an option to purchase 
the underlying asset, the lease liabilities are remeasured using a revised discount rate considering the 
revised lease payments on the basis of the revised lease term or reflecting the change in amounts 
payable under the purchase option.  The lease liabilities are also remeasured using the revised lease 
payments if there is a change in the amounts expected to be payable under a residual value guarantee 
or a change in future lease payments resulting from a change in an index or a rate used to determine 
those payments. 
 
Employee Benefits 

Short-term Benefits.  The Group recognizes short-term employee benefits based on contractual 
arrangements with employees.  The unpaid portion of the short-term employee benefits is measured 
on an undiscounted basis and is included as part of “Trade and other payables” account in the 
consolidated statement of financial position. 

Retirement Benefit.  Retirement benefit costs are actuarially determined using the projected unit 
credit method.  This method reflects services rendered by employees up to the date of valuation and 
incorporates assumptions concerning employees’ projected salaries.  The calculation of net 
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retirement benefits costs is performed annually by a qualified actuary.  When the calculation results 
in a potential asset for the Group, the recognized asset is limited to the present value of economic 
benefits available in the form of any future refunds from the plan or reductions in the future 
contributions to the plan.  To calculate the present value of economic benefits, consideration is given 
to any applicable minimum funding requirements.  

The net retirement benefit liability recognized by the Group is the aggregate of the present value of 
the defined benefit obligation reduced by the fair value of plan assets out of which the obligations are 
to be settled directly.  The present value of the defined benefit obligation is determined by discounting 
the estimated future cash outflows using risk-free interest rates of government bonds that have terms 
to maturity approximating the terms of the related net retirement benefit liability.   

Plan assets are assets that are held in trust and managed by a trustee bank. Plan assets are not 
available to the creditors of the Group, nor can they be paid directly to the Group. The fair value of 
the plan assets is based on the market price information. When no market price is available, the fair 
value of plan assets is estimated by discounting the estimated future cash flows using discount rates 
that reflect both the risk associated with the plan assets and the maturity or expected disposal date 
of those assets (or, if they have no maturity, the expected period until the settlement of the related 
obligations). If the fair value of the plan assets is higher than the present value of the retirement 
benefit liability, the measurement of the resulting net retirement benefit is limited to the present 
value of economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. 

The Group recognizes retirement benefit costs, comprising of current service cost and net interest 
income or expense in profit or loss. The Group determines the net interest cost by applying the 
discount rate to the defined benefit liability at the beginning of the reporting period, taking into 
account any changes in the defined benefit liability during the period as a result of benefit payments. 

 
Remeasurements of the net retirement benefit liability, which consist of actuarial gains and losses 
and the return on plan assets (excluding interest), and the effect of asset ceiling (if any, excluding 
interest) are recognized immediately in OCI and are not reclassified to profit or loss in subsequent 
periods.   

Foreign Currency-Denominated Transactions 
Transactions denominated in foreign currencies are recorded using the exchange rate at the date of 
the transaction.  Outstanding monetary assets and liabilities denominated in foreign currencies are 
translated using the closing exchange rate at the reporting date.  Differences arising on settlement or 
translation of monetary assets and liabilities are recognized in profit or loss.  

Translation of a Foreign Operation. A foreign operation is a subsidiary, associate, joint arrangement 
or branch whose activities are based or conducted in a country or currency other than those of the 
reporting entity. 

At each reporting date, the assets and liabilities of the foreign operation are translated from its 
functional currency to the Parent Company’s functional and presentation currency using the closing 
rate at each reporting date, while its comprehensive income is translated using weighted average 
exchange rates during the year. 

The exchange differences arising on translation of a foreign operation are recognized in OCI.  
Upon disposal of a foreign operation, the component of OCI relating to that particular foreign 
operation is reclassified to profit or loss.  
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Income Taxes 
 
Current Tax.  Current tax assets and liabilities are measured at the amounts expected to be recovered 
from or paid to the taxation authorities. The tax rate and tax laws used in the computation are those 
that have been enacted or substantively enacted at the reporting date.  

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

Deferred tax liabilities are recognized for all taxable temporary differences.  Deferred tax assets are 
recognized for all deductible temporary differences, carryforward benefits of unused tax credits from 
the excess of minimum corporate income tax (MCIT) over the regular corporate income tax (RCIT) and 
unused net operating loss carryover (NOLCO), to the extent that it is probable that taxable profit will 
be available against which the deductible temporary differences and carryforward benefits of unused 
tax credits and unused tax losses can be utilized.  Deferred tax, however, is not recognized when it 
arises from the initial recognition of an asset or liability in a transaction that is not a business 
combination and, at the time of the transaction, affects neither the accounting profit nor taxable 
profit or loss. 

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the 
extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of 
the deferred tax asset to be utilized.  Unrecognized deferred tax assets are reassessed at each 
reporting date and are recognized to the extent that it has become probable that future taxable profit 
will allow the deferred tax asset to be recovered.  

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, based on tax rates and tax laws that have 
been enacted or substantively enacted at the reporting date.  

Deferred tax is recognized in profit or loss except to the extent that it relates to a business 
combination, or items directly recognized to equity or in OCI. 

Deferred tax assets and liabilities are offset, if a legally enforceable right exists to offset current tax 
assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the 
same taxation authority.  

 
Related Party Transactions 
Related party relationships exist when one party has the ability to control, directly or indirectly 
through one or more intermediaries, the other party or exercise significant influence over the other 
party in making financial and operating decisions.  Such relationships also exist between and/or 
among entities which are under common control with the reporting enterprise, or between and/or 
among the reporting enterprise and its key management personnel, directors, or its stockholders. 
Related parties may be individual or corporate entities. 

A related party transaction is a transfer of resources, services or obligations between a reporting 
entity and a related party, regardless of whether a price is charged.   

Segment Reporting 
The Group reports separate information about its operating segment. 

An operating segment is a component of the Group that engages in business activities from which it 
may earn revenues and incur expenses (including revenues and expenses relating to transactions with 
other components of the same Group) and whose operating results are regularly reviewed to make 
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decisions about resources to be allocated to the segment and assess its performance; and for which 
discrete information is available. 

Provisions and Contingencies 
Provisions.  Provisions are recognized when the Group has a present obligation (legal or constructive) 
as a result of a past event, it is probable that an outflow of resources embodying economic benefits 
will be required to settle the obligation and a reliable estimate can be made of the amount of the 
obligation.   
 
Where the Group expects some or all of a provision to be reimbursed, for example under an insurance 
contract, the reimbursement is recognized as a separate asset but only when the reimbursement is 
virtually certain.   
 
The expense relating to any provision is presented in profit or loss net of any reimbursement.   
If the effect of the time value of money is material, the estimated cash flows are discounted using a 
current pre-tax rate that reflects the current market assessment of the time value of money and, 
where appropriate, the risks specific to the liability.  Where discounting is used, the increase in the 
provision due to the passage of time is recognized as interest expense.  

Contingencies.  Contingent liabilities are not recognized in the consolidated financial statements.  
These are disclosed unless the possibility of an outflow of resources embodying economic benefits is 
remote.  Contingent assets are not recognized in the consolidated financial statements but are 
disclosed in the notes to the consolidated financial statements when an inflow of economic benefits 
is probable.  

Basic and Diluted Income (Loss) per Share 

Basic Income (Loss) per Share. Basic income (loss) per share is calculated by dividing the net income 
(loss) for the period attributable to equity holders of the Parent Company by the weighted average 
number of issued and outstanding shares and subscribed shares, with retroactive adjustment for any 
stock dividends, stock splits or reverse stock splits during the year. 

Diluted Income (Loss) per Share. Diluted income (loss) per share is calculated in the same manner as 
basic income (loss) per share, adjusted for the effects of any potentially dilutive, convertible securities. 

Events After the Reporting Date 
Post year-end events that provide additional information about the Group’s financial position at 
reporting date (adjusting events) are reflected in the consolidated financial statements. 
Post year-end events that are not adjusting events are disclosed in the notes to the consolidated 
financial statements when material. 

 
 

3. Significant Judgments, Accounting Estimates and Assumptions 

The preparation of the consolidated financial statements requires management to exercise judgments 
and make accounting estimates and assumptions that affect the amounts reported in the 
consolidated financial statements and related notes.  The judgments, accounting estimates and 
assumptions used in the consolidated financial statements are based upon management’s evaluation 
of relevant facts and circumstances at the reporting date. 
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While the Group believes that the assumptions are reasonable and appropriate, significant 
differences in the actual experience or significant changes in the assumptions may materially affect 
the estimated amounts.  Actual results could differ from such estimates.  The accounting estimates 
and underlying assumptions are reviewed on an ongoing basis.  

The following are the significant judgments, accounting estimates and assumptions made by the 
Group: 

Judgments 
 
Determination of Functional and Presentation Currency. The Group’s consolidated financial 
statements are presented in Philippine Peso, the Parent Company’s functional currency, which mainly 
influences labor, material and other costs of providing goods or services.  The Parent Company and 
its subsidiaries determine their own functional currencies, which best reflect the economic substance 
of the underlying transactions, events and conditions relevant to each entity. 

Based on the economic substance of the underlying circumstances, the functional currency of the 
Group’s subsidiaries, except GGL and PT BES, is the Philippine Peso. The functional currency and 
presentation currency of GGL and PT BES are US Dollar and Indonesian Rupiah, respectively.  

Classification and Measurement of Financial Assets.  Classification and measurement of financial 
assets depend on the results of the contractual cash flow and the business model tests.  The Group 
determines the business model at a level that reflects how groups of financial assets are managed 
together to achieve a particular business objective.  This assessment includes judgment reflecting all 
relevant evidence including how the performance of the assets is evaluated, the risks that affect the 
performance of the assets, and how these risks are managed. 

At initial recognition, the Group designated its investments in equity and debt securities as financial 
assets at FVOCI. 

Cash and cash equivalents, trade and other receivables, refundable deposit and long-term placements 
were classified as financial assets at amortized cost since the Group’s primary business model in 
relation to these assets is to hold the financial assets to collect contractual cash flows solely for 
principal and interest. 

Determination of Operating Lease – Group as Lessor.  The Group, as a lessor, has entered into property 
leases for its investment properties. The Group has determined that it retains all the significant risks 
and rewards of ownership of these properties.  Accordingly, the leases are accounted as operating 
leases. 

Classification of Investment Properties.  The Group determines whether a property qualifies as an 
investment property or an item of property and equipment. In making its judgment, the Group 
considers whether the property is held primarily to earn rentals or capital appreciation or used for 
operations and administrative purposes by the Group. 

The Group classifies land, building and improvements, and its construction in progress held to earn 
rentals as investment properties. 

Determination of Lease Term for Contracts with Extension and Termination Options – Group as a 
Lessee. The Group determines the term of its lease contracts as non-cancellable, together with any 
periods covered by an option to extend the lease if it is reasonably certain to be exercised,  
or any periods covered by an option to terminate the lease, if it is reasonably certain not to be 
exercised. 
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The Group’s lease contracts includes extension and termination options subject to mutual agreement 
between the Group and its lessors. The Group applies judgment in evaluating whether it is reasonably 
certain whether or not to exercise the option to renew or terminate the lease, considering all relevant 
factors that create an economic incentive for it to exercise either the renewal or termination. The 
management assessed that the option to extend or terminate the lease is not reasonably certain to 
be exercised. Accordingly, the Group did not include the periods covered by the extension option as 
part of the lease term, since these are not enforceable at the reporting date. 

Fair Value Measurement of Financial Instruments.  The fair values of securities that are actively traded 
in organized financial markets are determined by reference to unadjusted quoted market prices at 
the close of business on the reporting date.  

 
The fair values of financial instruments that are not quoted in active markets are determined by using 
generally accepted valuation techniques, such as discounted cash flow models. The models are 
validated and periodically reviewed by qualified personnel independent of the area that created them 
and are approved by the BOD before these are used. The models are calibrated to ensure that outputs 
reflect actual data and comparative market prices. Further, inputs used in these models are from 
observable data and quoted market prices in respect of similar financial instruments.  
Judgments include considerations of inputs such as liquidity risk, credit risk and volatility. 

While significant components of fair value measurement were determined using verifiable objective 
evidence, such as foreign exchange rates, the amount of changes in fair value would differ if the Group 
utilized different valuation methodologies and assumptions. Any changes in fair value of these 
financial assets and liabilities would affect the financial statements. 
 
In accordance with the amendments to PFRS 7, disclosures about the level in the fair value hierarchy 
are required in which the fair value measurements are categorized for assets and liabilities measured 
in the consolidated statements of financial position. 

 
Classification of Investment in an Associate as Noncurrent Asset Held For Sale.  The Group classifies a 
noncurrent asset as held for sale when its carrying amount will be recovered principally through a sale 
transaction rather than through continuing use. In making its judgment, the Group considers its 
management’s commitment to sell the asset within one (1) year.  When the one-year period is not 
met, the Group determines whether the delay of the sale is caused by events or circumstances beyond 
its control and there is sufficient evidence that the Group remains committed to its plan to sell the 
asset.  

 
Determination of Interest in a Joint Arrangement.  A joint venture is an arrangement whereby the 
parties that have joint control of the arrangement have rights to the net assets of the arrangement.  
Joint control is the contractually agreed sharing of control of an arrangement, which exists only when 
decisions about the relevant activities require unanimous consent of the parties sharing control.   
 
The Group classified its interest in joint arrangement with Mariveles Joint Venture Corporation 
(MJVC), as a joint venture in accordance with under PFRS 11, Joint Arrangements after considering 
the following factors: 
 

• the structure and form of the arrangement; 

• the terms agreed by the parties in the arrangement; and 

• the Group’s rights and obligations arising from the arrangement. 

 
Accordingly, the Group accounts for its equity interests in a joint venture using the equity method. 
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Existence of Significant Influence over FAP, VINTER, VEPC, ANDRC and EIAC.  The Group assessed that 
it has significant influence where significant influence is presumed under PAS 28, Investments in 
Associates and a Joint Venture having interest ownership of at least 20%. Significant influence has 
been established by the Group over the investees because of its participation in the decision making 
process of the investees’ significant activities, through its representation in the investees’ BOD. 
 
Assessment of Control on PLBRC. An entity is considered as a subsidiary when it is controlled by the 
Group. Control is established when the Group is exposed or has rights to variable returns from its 
involvement with an entity, and has the ability to affect those returns through its power over the 
entity. 
  
The Group considers PLBRC as a subsidiary even though it has less than 51% equity ownership because 
it can exercise control over the management and operations of PLBRC. Moreover, majority of PLBRC’s 
assets are being utilized in the Group’s operations. Accordingly, the consolidated financial statements 
of the Group include those of PLBRC.  
 
Determination of Reportable Operating Segments.  The Group has determined that it has reportable 
segments based on the following thresholds: 
 

• Its reported revenue, including both sales to external customers and intersegment sales or 
transfers, is 10% or more of the combined revenue, internal and external, of all operating 
segments. 

• The absolute amount of its reported profit or loss is 10% or more, in absolute amount, of  
(i) the combined reported profit of all operating segments that did not report a loss and  
(ii) the combined reported loss of all operating segments that reported a loss. 

• Its assets are 10% or more of the combined assets of all operating segments. 
 

Operating segments that do not meet any of the quantitative thresholds may be considered 
reportable, and separately disclosed, if management believes that information about the segment 
would be useful to users of the consolidated financial statements.  The Group assessed that it has a 
single reportable operating segment which is the downstream oil operations, particularly the sale of 
petroleum products based on the criteria above. 

Accounting Estimates and Assumptions 

Assessment for ECL on Trade Receivables.  The Group, applying the simplified approach in the 
computation of ECL, initially uses a provision matrix based on historical default rates for trade 
receivables.  The provision matrix specifies provision rates depending on the number of days that a 
trade receivable is past due.  The Group also uses appropriate groupings if its historical credit loss 
experience shows significantly different loss patterns for different customer segments. The Group 
then adjusts the historical credit loss experience with forward-looking information on the basis of 
current observable data to reflect the effects of current and forecasted economic conditions. 

The Group adjusts historical default rates to forward-looking default rates by determining the closely 
related economic factor affecting each customer segment. The Group regularly reviews the 
methodology and assumptions used for estimating ECL to reduce any differences between estimates 
and actual credit loss experience. 

The determination of the relationship between historical default rates and forecasted economic 
conditions is a significant accounting estimate.  Accordingly, the provision for ECL on trade receivables 
is sensitive to changes in assumptions about forecasted economic conditions. 
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Assessment for ECL on Other Financial Assets at Amortized Cost and Quoted Debt Instruments 
Classified as Financial Assets at FVOCI.  The Group determines the allowance for ECL using the general 
approach based on the probability-weighted estimate of the present value of all cash shortfalls over 
the expected life of financial assets at amortized cost.  ECL is provided for credit losses that result 
from possible default events within the next 12 months unless there has been a significant increase 
in credit risk since initial recognition in which case ECL is provided based on lifetime ECL. 

When determining if there has been a significant increase in credit risk, the Group considers 
reasonable and supportable information that is available without undue cost or effort and that is 
relevant for the particular financial instrument being assessed such as, but not limited to,  
the following factors: 

• Actual or expected external and internal credit rating downgrade; 

• Existing or forecasted adverse changes in business, financial or economic conditions; and 

• Actual or expected significant adverse changes in the operating results of the counterparty. 

The Group also considers financial assets that are more than 30 days past due to be the latest point 
at which lifetime ECL should be recognized unless it can demonstrate that this does not represent a 
significant risk in credit risk such as when non-payment was an administrative oversight rather than 
resulting from financial difficulty of the counterparty. 

For cash in banks and cash equivalents, refundable deposit and debt instruments classified as financial 
assets at FVOCI, the Group assessed that the ECL is not material because the transactions with respect 
to these financial assets were entered only with banks and counterparties with good credit standing 
and relatively low risk of default.  Accordingly, no provision for ECL on these financial assets was 
recognized in 2022, 2021 and 2020.   

Valuation of Inventories at the Lower of Cost or NRV.  The Group writes down the cost of inventories 
whenever NRV becomes lower than cost due to damage, physical deterioration, obsolescence, 
changes in price levels or other causes.  The lower of cost or NRV is reviewed regularly to reflect the 
accurate valuation in the financial records.  Inventory items identified to be obsolete and unusable 
are also written off and charged as expense for the period.  
 
No provision for inventory obsolescence is recognized in the consolidated statements of 
comprehensive income as at March 31, 2023 and December 31, 2022. 
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Allocation of the Purchase Price in a Business Combination.  The Group accounts for its business 
combinations using the acquisition method which requires extensive use of accounting judgments 
and estimates to allocate the purchase price to the fair market values of the identifiable assets and 
liabilities assumed in a business combination at the acquisition date. Any difference in the purchase 
price and the fair values of the net assets acquired is recorded as either goodwill or gain on bargain 
purchase in profit or loss.  The significant judgments and assumptions made in estimating the fair 
value to be assigned to the identifiable assets and liabilities assumed in a business combination can 
materially affect the consolidated financial statements. 
  
The Group engaged an external qualified appraiser to measure the fair values of investment 
properties and property and equipment arising from the acquisition of FECI in 2021. However, the fair 
values of net assets acquired are based on provisional amounts while the Group sought an 
independent valuation of the investment in associates under FECI. As allowed under PFRS 3,  
Business Combinations, the Group has a one-year measurement period from the acquisition date 
within which to finalize the fair values of net assets acquired. Any changes in the provisional fair values 
of net assets acquired will affect the amount of gain on bargain purchase recognized in profit or loss.  

Estimation of the Useful Lives of Property and Equipment.  The Group estimates the useful lives of 
property and equipment based on the period over which the assets are expected to be available for 
use. The estimates are based on a collective assessment of industry practice, internal technical 
evaluation and experience with similar assets. The estimated useful lives of property and equipment 
are reviewed at each reporting date 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.   
 
Future results of operations could be materially affected by changes in estimates brought about by 
changes in the factors mentioned above.  The amount and timing of recording of depreciation expense 
for any period would be affected by changes in these factors and circumstances.   

There were no changes in the estimated useful lives of property and equipment as at March 31, 2023 
and 2022. 

Determination of the Fair Value of Investment Properties.  Investment properties are measured at fair 
values. The Group works closely with external qualified appraisers who performed the valuation using 
appropriate valuation techniques. The comparable market data were adjusted as necessary to reflect 
the specific assets’ size, location and other characteristics. The valuation techniques and inputs used 
in the fair value measurement of investment properties are disclosed in Note 13 to the consolidated 
financial statements. 

Assessment for the Impairment of Nonfinancial Assets.  The Group assesses impairment on 
nonfinancial assets whenever events or changes in circumstances indicate that the carrying amount 
of the assets or group of assets may not be recoverable.  The relevant factors that the Group considers 
in deciding whether to perform an asset impairment review include, among others, the following: 
 

• Significant underperformance of a business in relation to expectations; 

• Significant negative industry or economic trends; and 

• Significant changes or planned changes in the use of the assets. 

Whenever the carrying amount of an asset exceeds its recoverable amount, an impairment loss is 
recognized.  Recoverable amounts are estimated for individual assets or, if it is not possible, for the 
CGU to which the asset belongs.   


