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I-REMIT, INC.

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17
OF THE SECURITIES REGULATION CODE AND SRC RULE 17(2){b) THEREUNDER

1. For the quarterly period ended September 30, 2007

2. Commission identification number A200101631 3. BIR Tax Identification No. 210-407-466-000
4. Exact name of issuer as specified in its charter -REMIT, INC.

5. Province, country or other jurisdiction of incorporation or organization Philippines

6. Industry Classification Code;

4| (SEC Use Only)

7. 26IF Discovery Centre, 25 ADB Avenue, Ortigas Center, Pasiq City 1605
Address of issuer's principal office Postal Code

B. Issuer's telephene number, including area code (02) 689-1147; 688-1149; 689-1121
9. Former name, former address and former fiscal year, if changed since last report Not applicable
10.Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

Title of each Class Number of shares of common stock
outstanding and amount of debt outstanding

Common Stock 562,367,000
11. Are any or all of the securities listed on a Stock Exchange?
Yes [v] No [ ]
If yes, state the name of such Stock Exchange and the class/es of securities listed therein:
Philippine Stock Exchange, Inc. Common
12. Indicate by check mark whether the registrant:
(a) has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and
141 of the Corporation Code of the Philippines, during the preceding twelve (12) months (or

for such shorter period the registrant was required to file such reports)

Yes [ | No [v] This is the first 17-Q report to be filed as listing date is October 17, 2007.

(b) has been subject to such filing requirements for the past ninety (80) days.

Yes [ ] No [v]



PART |-FINANCIAL INFORMATION
Item 1. Financial Statements.
The Consolidated Financial Statements are filed as part of this Form 17-Q

Balance Sheets

Statements of Income

Statements of Changes in Equity

Statements of Cash Flows

Aging of Receivables

Selected Notes to Consolidated Financial Statements
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

iRemit has historically funded its operations and capital expenditures through equity and loans. iRemit
believes that it has sufficient resources to finance its working capital requirements and has ready access
to sources of credit from financial institutions. The proceeds from the Primary Offer will be used
principally to expand its market by opening up new branches and increase its working capital to meet the
increasing volume of remittances while keeping low its interest cost. As of September 30, 2007, iRemit
had PhP6§18.6 million in consolidated cash and cash equivalents, and consolidated working capital of
PhP394.2 million. For the same period, total liabilities amounted to PhP659.3 million.

January to September 2007 Compared with January to September 2006

I-Remit realized consolidated net income of P81.97 million in the first nine months of 2007, an increase of
P53.07 million over consolidated net income of P28.90 million for the same period in 2006.

Revenues from operating sources increased by P112.6 million (46.7%) to P353.5 million in 2007, from
P240.9 million in 2006, mainly due to the 37.43% increase in transaction count (from 978,487 in 2006 to
1,344,785 in 2007} and 35.40% increase in USD remittance volume (from USD396.8 million in 2006 to
USD537.2 million in 2007). Of the total transaction count in 2007, the percentage contributions per region
are as follows: Asia-Pacific — 42.5%; Middle East — 23%; North America — 15%; Europe — 11.5%; and,
domestic sales — 8%. In terms of USD remittance volume, the regional contributions are as follows: Asia-
Pacific — 33.4%; Europe — 18.5%; North America — 16.6%; Middle East - 17.5% and domestic sales —
14%. Higher revenues in 2007 were impacted by the growth in global market share based on inward USD
volume from 3.8% in 2006 to 4.4% in 2007. Accordingly, the Company’s gross income increased by
P85.9 million (50.8%), to P254.9 million, from P169.0 million in 2006.

Total operating expenses including depreciation and amortization was higher by P32.13 million (22.9%), to
P172.18 million, from P140.05 million in 20086, with the increase mainly due to higher salaries, wages and
employee benefits, marketing, professional fees and rental expenses for 2007. Lower net other charges
in 2007 is mainly due to equity in net earnings of associates amounting to P5.4 million.

September 2007 Compared with December 2006

Total assets of the Company increased by P473.9 million (63.6%) to P1,219.1 million as of September 30,
2007, from P745.2 million as of December 31, 2006. Cash and cash equivalents increased by P258.3
million (71.7%), to P618.6 million from P360.3 million as of December 31, 2006. Receivables increased
by P65.7 million (19.2%), to P406.7 million in 2007 from P341.0 million in 2006. Other current assets
increased by P11.8 million (97.9%), to P23.9 million as of September 30, 2007, from P12.1 million in 2006,
due mainly to higher input VAT claim and prepayments.
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Investments increased to P30.2 million, from zero in 2008, due to investments in IRemit Singapore Pte
Ltd. for P15.6 million and Worldwide Exchange Pty Ltd. for P14.6 million. Net Property and equipment
increased by P6.4 million (52.4%), from P12.2 million in 2006 to P18.6 million as of September 30, 2007
due to additional office unit on the 25th floor, IT equipment and transportation equipment. Goodwill
increased by P100.87 million, to P105.85 million as of September 30, 2007, from P4.88 million in 2008,
due mainly to additions relating to the excess of the acquisition cost over the ownership interest in Iremit
Global Remittance Limited, I-Remit Australia Pty Ltd., International Remittance {Canada) Ltd. and Lucky
Star Management Limited. Other noncurrent assets increased by P0.6 million (4.1%), to P15.3 million as
of September 30, 2007, from P14.7 miltion in 2006, due mainly to higher refundable deposits.

Total liabilities increased by P104.2 million (18.8%) to P659.3 million as of September 30, 2007 from
P555.1 million in 2006, Loans payahle, comprised of peso loans from various local financial institutions
with interest at an approximate range of 9% to 10% per annum, which are secured, decreased by P178.3
million (36.0%), from P495.8 million in 2006 to P317.5 millicn as of September 30, 2007. Long-term debt
amounting to P4.3 million as of September 30, 2007, represents retirement liability. Accounts payable and
other liabilities increased to P337.5 million as of September 30, 2007 compared to P56.9 million in 2006.
Comprising accounts payable and other liabilities are principally advances from related parties of P68.3
million, payables to beneficiaries of P170.2 million, payables to agents, couriers and trading clients of
P42.5 million, accrued expenses of P16.4 million and non-trade payables of P40.1 million.

The Company’s stockholders’ equity as of September 30, 2007 of P559.8 million was higher by P369.7
(194.4%) compared to the 2006 level of P190.1 million due to additional subscriptions of existing
stockholders for P294.0 million on account of the planned |IPO.

The additional investments totaling to P294 million in September 2007 in the form of additional deposits on
future stock subscriptions by the shareholders resulted in the material increase in iRemit’s liquidity. The
indicators of liquidity condition as of September 30, 2007 in the Balance Sheets are the Cash and Capital
Stock items while in the Statements of Cash Flows is the Proceeds from capital infusion item and in the
Income Statements is the increasing net income item figure. iRemit does not anticipate having within the
next twelve (12) months any cash flow or liquidity problems because of the aforesaid capital infusion and
the planned Initial Public Offering (IPO) on October 17, 2007. iRemit is not in defauit or breach of any
note, loan, lease or other indebtedness or financing arrangement requiring it to make payments. There is
na significant amount of iRemit's trade payables which have not been paid within the stated trade terms.
Other than the items discussed above, there are no other internal and external sources of liquidity or any
sources of liquid assets used.

Below are the comparative key financial ratios of the Company and its subsidiaries:

Sept. 30, Sept. 30, Dec. 31,
2007 (Nine 2006 (Nine 2006
months) ™ months)* *
ROE Net income * over average stockholders’ equity during the 24% 17% 25%
period
ROA Net income * over average total assets during the period 8% 3% 7%
Eamings per Net income * over number of issued and outstanding shares 0.18 57.79 84.97
Share
Sales Growth Total transaction value in US$ in present year over same 35% 42% 40%
period in previous year




Gross Income Revenue iess total cost of services P254.9Mn P169.0Mn P233.6Mn

* Net income altributable to Equity holders of the Parent Company and Minonty interest. EPS computed using Net Incoms
aftributable to Equily holder of the Parent company for the period ended September 30, 2007, September 30, 2006 and for the year
ended December 31, 2006 is (.18, 55.56 and 83.42, respectively. Number of issued and outstanding shares as at September 30,
2007, September 30, 2006 and December 31, 2006 is 440 million, 500 thousand and 500 thousand, respectively.

** covers the period from January fo September.

The consolidated data on iRemit and its majority-owned subsidiaries' top five (5) key performance
indicators are shown below for January to September 2007 and 2006 and full year 2006.

1. Transaction Count - refers to the total number of remittance transactions that iRemits
subsidiaries/affiliates/tie-ups in foreign countries received from the remitters and that iRemit
delivered through various service modes to the remitters’ beneficiaries in the Philippines

2. Transaction Amount in US$ - refers to the tota! value of remittance transactions in terms of US$
that the remitters abroad sent to their beneficiaries in the Philippines

3. Delivery Fees — refers to the service income that iRemit earned for fulfilling the remittance
commitments in accordance with the remitters’ instructions using its technologically advanced
remittance systern and through various payment channels

4. Net Foreign Exchange Gain — refers to the net differences in the agreed peso equivalent of the
foreign currency-denominated remittances received from abroad and the actual peso
conversions of the same

5. Net Income After Tax — arrived at by deducting from operating revenues and other income items
the cost and expense items including provision for income tax

Jan-Sept 2007 | Jan-Sept 2006 | Full Year 2006
Transaction Count 1,344,785 978,497 1,383,843
Transaction Amount (US$) 537,223,082 396,780,035 555,576,008
Delivery Fees (PhP) 205,775,963 150,395,990 233,069,634
Foreign Exchange Gains - net (PhP) | 147,309,633 80,202,918 125,247,202
Net Income After Tax (PhP) 81,965,867 28,896,965 42,486,140

Material Events
The Company does not foresee any event that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an obligation.

Seasonal Aspects
There are historical peak seasons in the remittance business such as the start of school openings and
during the holiday seasons.

PART lI--OTHER INFORMATION

None.




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.

Issuer: I-REMIT, INC,

By:

November 14k 2007



I-REMIT, INC.

CONSOLIDATED BALANCE SHEETS

Unaudited Audited Audited
September 30, June 30, December 31,
2007 2007 2006
ASSETS
Current Assets
Cash on hand and in banks (Note 6) P618,580,031 $633,279,146 B360,253,279
Receivables (Note 7) 406,652,027 339,280,100 340,981,899
Other current assets (Note 8) 23,947,896 23,262,755 12,098,598
Total Current Assets 1,049,179,954 995,822,001 713,333,776
Noncurrent Assets
Investments in subsidiaries and associates (Note 9) 30,177,375 20,192,954 -
Property and equipment - net (Note 10) 18,568,955 18,166,041 12,185,182
Goodwill (Note 11) 105,855,876 105,855,876 4,983,052
Other noncurrent assets (Note 12) 15,296,931 19,090,376 14,690,483
Total Noncurrent Assets 169,899,137 163,305,247 31,858,717
$1,219,079,091 P1,159,127,248 £745,192,493
LIABILITIES AND EQUITY
Current Liabilities
Beneficiaries and other payables (Note 13) P337,535,888 £320,407,662 56,915,129
Interest-bearing loans (Notes 14 and 20) 317,484,677 312,394,620 495,815,889
Total Current Liabilities 655,020,565 632,802,282 552,731,018
Noncurrent Liability
Retirement liability (Note 18) 4,282,406 4,282,406 2,352,561
Equity Attributable to Equity Holders of Parent
Capital stock (Note 15) 440,000,000 50,000,000 50,000,000
Additional paid-in capital 60,000,000 60,000,000 60,000,000
Deposits on future stock subscriptions (Note 15) - 347,000,000 53,000,000
Retained carnings 59,659,497 64,306,234 24,418,276
Cumulative translation adjustment 116,623 736,326 (540,481)
559,776,120 522,042,560 186,877,795
Minority interest — - 3,231,119
Total Equity 559,776,120 522,042,560 190,108,914
£1,219,079,091 B1,159,127,248 PB745,192,493

See accompanying Notes to Consolidated Financial Statements.




I-REMIT, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF INCOME

For the Nine Months Ended For the Quarter Ended
September 30, September 30, September 30, September 30,
2007 2006 2007 2006
REVENUE
Delivery fees (Note 20) P205,775,963 £150,395,990 £90,945,361 B55,464,887
Foreign exchange gains - net 147,309,633 90,202,918 63,521,041 32,803,430
Other fees 422,897 350,765 304,206 132,530
353,508,493 240,949,673 154,770,608 88,400,847
COSTS OF SERVICES
Delivery charges (Note 20) 37,245,833 33,469,200 28,856,693 12,360,617
Bank charges 61,342,441 38,481,430 25,811,072 14,195,178
98,588,274 71,950,630 54,667,765 26,555,795
GROSS INCOME 254,920,219 168,999,044 100,102,843 61,845,052
OPERATING EXPENSES
Salaries, wages and employee benefits
(Notes 18 and 20) 80,265,490 70,771,569 25,725,947 22,131,702
Rental (Note 19) 15,417,783 12,270,793 6,363,634 4,197,136
Marketing 15,960,515 7,905,854 8,140,557 6,112,930
Supplies 7,504,940 4,822,638 1,972,684 2,022,935
Communication, light and water 10,007,595 7,268,694 4,493,724 2,340,540
Professional fees 10,025,294 3,890,418 5,373,132 2,028,232
Depreciation and amortization (Notes 10
and 12) 5,704,264 4,901,536 2,211,032 1,532,818
Entertainment, amusement and recreation 5,915,757 3,413,074 2,671,452 1,003,145
Transportation and travel 4,411,696 6,258,149 2,190,669 2,119,389
Bad debts 10,105 - - -
Other operating expenses (Note 16) 8,281,742 5,666,330 4,176,291 1,163,915
Other charges - net (Note 17} 8,676,987 12,884,859 (2,488,675) 5,123,139
172,182,168 140,053,914 60,830,447 49,775,881
INCOME BEFORE TAX 82,738,051 28,945,130 39,272,396 12,069,171
PROVISION FOR INCOME TAX
(Notes 21 and 22) {772,184) (48,164) (772,184) (140,881)
NET INCOME 81,965,867 P28 896,965 P38,500,212 P11,928,291
ATTRIBUTABLE TO:
Equity holders of the Parent Company £78,241,221 B27,781,303 38,353,263 R11,622,972
Minority interest 3,724,646 557,831 146,949 305,318
P81,965,867 P28, 896,965 #38,500,212 £11,928,291
Basic/Dilutive Earnings Per Share
attributable to Equity holders of
the Parent Company (Note 23) 20.18 R55.56 P0.08 123.25

See accompanying Notes to Consolidated Financial Statement



I-REMIT, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

For the Nine Months Ended September 30, 2007
Equity attributable to equity holders of the parent

Retained
Capital Stock Additional Deposits on Earnings Cumulative Minority Total
(Note 15) Paid-in Future Stock (Deficit) Translation Interest Equity
Capital Subscriptions Adjustment Total
{Note 15}
Balance at January 1, 2007 (Audited) 250,000,000 260,000,000 53,000,000 #24.418,276 (P540,481) 186,877,795 P3,231,119 B190,108,914
Net income for the period - - - 78,241,221 - 78,241,221 3,724,646 81,965,867
Translation adjustment during the period ~ ~ ~ 657,104 657,104 — 657,104
Total income and expenses recognized
during the period - - - 78,241,221 657,104 78,898,325 3,724,646 82,622,971
Dividends Declared - - - (43,000,000} - (43,000,000} - (43,000,000)
Addition to deposits on future stock - - - - - - - -
subscriptions 337,000,000 - - - - 337,000,000 - 337,000,000
Conversion of Deposits on Future Stocks 53,000,000 - (53,000,000) - - - - -
Acquisition of minority interest — — — — — -~ (6,955,765) (6,955,765)
Balance at September 30, 2007
(Unaudited) £440,000,000 260,000,000 B P59,65%,497 P116,623 R559,776,120 PO.W P559,776,120
For the Nine Months Ended September 30, 2006
Balance at January 1, 2006 (Audited) £50,000,000 £60,000,000 £53,000,000 (217,290,603) (B1,774) 145,707,623 2,250,551 147,958,174
Net income ftp January — September 2006 - - - 28,339,134 - 28,339,134 557,831 28,896,965
Translation adjustment during the year - ~ ~ - (166,997) (166,997) 314,402 147,405
Total income and expenses recognized fip - - -
January — September 2006 28,339,134 (166,997) 28,172,137 872,233 29,044,370
Balance at September 30, 2006
(Unaudited) £50,000,000 £60,000,000 53,000,000 11,048,531 P (168,771) P173,879,760 £3,122,784 P177,002,544

See accompanying Notes to Consolidated Financial Statements.



I-REMIT, INC,

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

Uraudited Unaudited
September 30, September 30,
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income 81,965,867 P28,896,965
Adjustments for:
Interest expense (Note 17) 20,871,807 14,923,112
Depreciation and amortization
{Notes 10 and 12) 5,704,264 3,890,418
Interest income (Note 17) (1,252,424) (650,968)
Changes in operating assets and liabilities
Decrease (increase) in:
Receivables 154,040,889 (340,425,530}
Other current assets 1,684,336 (12,216,538)
Increase (decrease) in:
Beneficiaries and other payables 62,263,704 131,300,068
Retirement liability 2929317 -
Cash generated by (used in) operations 328,207,760 (174,282,473)
Interest received 1,252,424 650,968
Interest paid (18,106,573) (14,582,924)
Net cash provided by (used in) operating activities 311,353,611 {183,214,429)
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to investments (124,527,884) {4,668,650)
Acquisitions of property and equipment (10,379,862) (5,798,494)
Acquisition of software (528,520) {1,255,367)
Increase in other noncurrent assets {7,577,946) 5,590,825
Net cash provided by (used in) investing activities (143,014,212) (6,131,686)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from (Payment of) interest-bearing loans (251,073,438) 424,204,338
Proceeds from capital infusion 294,000,000 -
Net cash provided by financing activities 42,926,562 424,204,338
EFFECT OF CUMULATIVE TRANSLATION ADJUSTMENT 285,394 (166,997)
NET INCREASE IN CASH ON HAND AND IN BANKS 211,265,961 229,858,223
CASH ON HAND AND IN BANKS AT BEGINNING OF PERIOD 407,028,676 177,337,450
CASH ON HAND AND IN BANKS AT END OF PER]IOD P618,580,031 P407,028,676

See accompanying Notes to Consolidated Financial Statements.




I-REMIT, INC.

AGING OF RECEIVABLES
As of September 30, 2007
Total Current 2-30 Days 31-60 Days Over 60 Days

Related parties
(Note 20) £214,352,737 - 33,485,610 - P180,867,127
Agents 134,803,326 26,685,442 108,117,884 - -
Couriers 5,307,203 - 5,307,203 - -
Others 52,188,761 - 34,261,849 - 17,926,912

£406,652,027 026,685,442 P181,172,546 B. 198,794,039

I-REMIT, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

I-Remit, Inc. (the Parent Company) was incorporated in the Philippines. The Parent Company was
registered with the Securities and Exchange Commission (SEC) on March 5, 2001 and started
commercial operations on November 11, 2001.

The Parent Company, which is domiciled in the Philippines, has its registered office and principal place
of business at 26/F Discovery Centre, 25 ADB Avenue, Ortigas Center, Pasig City.

The Parent Company and its subsidiaries (the Group) are primarily engaged in the business of fund
transfer and remittance services of any form or kind of currencies or monies, either by electronic,
telegraphic, wire or any other mode of transfer; as well as undertake the delivery of such funds or
monies, both in the domestic and international market, by providing either courier or freight forwarding
services; and conduct foreign exchange transactions as may be allowed by law and other allied activities
relative thereto.

The Parent Company’s subsidiaries and associates are as follow:

Effective Percentage of

Ownership
Country of  September 30, December 31,
Incorporation 2007 2006
Subsidiaries:
International Remittance (Canada) Ltd. (IRCL) Canada 100.00 95.00
Lucky Star Management Ltd. (LSML) Hong Kong 100.00 51.00
I-Remit Global Remittance Ltd (IGRL) United Kingdom 100.00 -
I-Remit Australia Pty. Ltd. (IAPL) Australia 100.00 -
Associates:
Worldwide Exchange Pty. Ltd. (WEPL)* Australia 65.00 -
I-Remit Singapore Pte. Ltd. (ISPL) Singapore 49.00 -

* Consists of direct voting interest of 35% and indirect voting interest through IAPL of 30%
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On June 29, 2007, the board of directors (BOD) and the stockholders of the Parent Company
approved the following amendments to the Articles of Incorporation and By-Laws of the Parent
Company:

a) On the Articles of Incorporation:
1. Reduction of par value per share from £100.00 to £1.00 per share;

2. Increase in the authorized capital stock of the Parent Company from B200.00 million to
P1.00 billion;

3. Denial of pre-emptive rights; and

4. Authority of the BOD of the Parent Company to grant stock options, issue warrants or enter into
stock purchase or similar agreements.

b) On the By-Laws
1. Period for closing of stock and transfer book or fixing of record date;
2. Pericd for notice of stockholders’ meeting;
3. Deadline for the submission/ revocation of proxies;
4, Number, term of office, qualifications and disqualifications;
5. Additional requirements for independent directors;
6. Election of directors
7
8
9
1

Place of meeting of the BOD;
Vacancies;
Constitution of a nomination committee; and
0. The addition of one or more Vice Chairmen to the list of officers of the Parent Company.

On August 22, 2007, the Company obtained approval from the SEC of its amended Articles of
Incorporation and By-Laws.

2. Summary of Significant Accounting Policies

Basis of Preparation
The consolidated financial statements have been prepared on a historical cost basis and are presented in
Philippine Peso, the Parent Company’s functional and reporting currency.

The financial statements for the nine months ended September 30, 2007 were prepared for submission to
the Securities and Exchange Commission to comply with the reportorial requirements in connection with
the listing of the Parent Company with the Philippine Stock Exchange. The amounts presented for the
prior period in the statement of income, statement of changes in equity and statement of cash flows and
related notes are for nine months and accordingly, are comparable.

Statement of Compliance
The consolidated financial statements of the Group have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS).

Basis of Consolidation

The consolidated financial statements include the accounts of the Parent Company and its subsidiaries
mentioned in Note 1. The financial statement of the subsidiaries are prepared for the same reporting year
of the Parent Company using uniform accounting policies for like transactions and other events in similar
circumstances.




Subsidiaries are all entities over which the Group has the power to govern the financial and operating
policies generally accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be
consolidated from the date on which control is transferred out of the Group. Control is achieved where
the Group has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities. The results of subsidiaries acquired or disposed of during the year are
included in the consolidated statement of income from the date of acquisition or up to the date of
disposal, as appropriate All intra-group balances, transactions, income and expense and profit and losses
resulting from intra-group transactions are eliminated in full.

Business Combination and Goodwill

Business combinations are accounted for using the purchase accounting method. This involves
recognizing identifiable assets (including previously unrecognized intangible assets) and liabilities
(including contingent liabilities and excluding future restructuring) of the acquired business at fair value.

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of
the business combination over the Group’s interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities. Following initial recognition, goodwill is measured at cost
less any accumulated impairment losses. Goodwill is reviewed for impairment annually (see accounting
policy on Impairment of Non-Financial Assets).

When subsidiaries are sold, the difference between the selling price and the net assets plus cumulative
translation differences is recognized in the statement of income.

PFRS 3 provides that if the initial accounting for a business combination can be determined only
provisionally by the end of the period in which the combination is effected because either the fair values
to be assigned to the acquiree’s identifiable assets, liabilities or contingent liabilities or the cost of the
combination can be determined only provisionally, the acquirer shall account for the combination using
those provisional values. The acquirer shall recognize any adjustments to those provisional values as a
result of completing the initial accounting within twelve months of the acquisition date as follows; (i) the
carrying amount of the identifiable asset, liability or contingent liability that is recognized or adjusted as
a result of completing the initial accounting shall be calculated as if its fair value at the acquisition date
had been recognized from that date; (ii) goodwill or any gain recognized shall be adjusted by an amount
equal to the adjustment to the fair value at the acquisition date of the identifiable asset, liability or
contingent liability being recognized or adjusted; and (iii) comparative information presented for the
periods before the initial accounting for the combination is complete shall be presented as if the initial
accounting had been completed from the acquisition date.

Minority Interests

Minority interests represent the portion of net income or loss and the net assets not held by the Group
and are presented separately in the consolidated statements of income and within equity in the
consolidated balance sheet, separately from equity attributable to equity holders of Parent Company. In
the acquisition of minority interest, identifiable assets and liabilities of the subsidiaries are not
remeasured at their fair values and are apportioned between the majority and minority interests. The
difference between the consideration and the book value of the share of the net assets acquired is
recognized as goodwill, only as it relates to the majority interest. This policy is consistently applied for
all purchases of minority interest.




Changes in Accounting Policies
The accounting policies adopted are consistent with those of the previous financial year except as
follows:

The Group has adopted the following PFRS and Philippine Interpretation which became effective
beginning January 1, 2007.

PFRS 7, Financial Instruments: Disclosures introduces new disclosures to improve the information
about financial instruments. It requires the disclosure of qualitative and quantitative information about
exposure to risks arising from financial instruments, including specified minimum disclosures about
credit risk, liquidity risk and market risk, as well as sensitivity analysis to market risk. Tt replaces
Philippine Accounting Standard (PAS) 30, Disclosures in the Financial Statements of Banks and Similar
Financial Institutions, and the disclosure requirements in PAS 32, Financial Instruments: Disclosure and
Presentation. 1t is applicable to all entities that report under PFRS. Adoption of this standard resulted to
inclusion of additional disclosures.

Amendment to PAS 1, Presentation of Financial Statements, introduces disclosures about the level of an
entity’s capital and how it manages capital. The required new disclosures are reflected in the financial
statements of the Group where applicable. Adoption of this amendment resulted to inclusion of
additional disclosures.

Philippine Interpretation IFRIC-7, Applying the Restatement Approach under PAS 29, Financial
Reporting in Hyperinflationary Economies provides gnidance on how to apply this interpretation when
an economy first becomes hyperinflationary, in particular the accounting for deferred income tax. This
Interpretation has no significant impact on the financial statements of the Group.

Philippine Interpretation IFRIC-8, Scope of PFRS 2 requires to be applied to any arrangements where
equity instruments are issued for consideration which appears to be less than fair value. This
Interpretation has no impact on the financial statements of the Group.

Philippine Interpretation 1FRIC-9, Reassessment of Embedded Derivatives establishes that the date to
assess the existence of an embedded derivative is the date an entity first becomes a party to the contract,
with reassessment only if there is a change to the contract that significantly modifies the cash flows. The
Group assessed that adoption of this Interpretation has no significant impact on the financial statements.

Philippine Interpretation IFRIC-10, Interim Financial Reporting and Impairment prohibits the reversal of
impairment losses on goodwill and available-for-sale (AFS) equity investments recognized in the interim
financial reports even if impairment is no longer present at the annual balance sheet date. This
Interpretation has no significant impact on the financial statements of the Group.

Foreign Currency Translation

The consolidated financial statements are presented in Philippine Peso, which is the Parent Company’s
functional and reporting currency. Each subsidiary in the Group determines its own functional currency
and items included in the financial statements of each entity are measured using that functional currency.

Transactions and balances

Transactions in foreign currencies are initially recorded at the functional currency rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at
the functional currency rate of exchange ruling at the balance sheet date. All differences are taken to the
statement of income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair




value in a foreign currency are translated using the exchange rates at the date when the fair value was
determined. Any goodwill arising on the acquisition of foreign operation and any fair value adjustments
to the carrying amounts of assets and liabilities arising on the acquisition are treated as assets and
liabilities of the foreign operation and translated at the closing rate.

Group companies

As at the reporting date, the assets and liabilities of subsidiaries are translated into the Parent Company’s
presentation currency (the Philippine peso) at the rate of exchange ruling at the balance sheet date, and
their income and expenses are translated at the weighted average exchange rates for the period.
Exchange differences arising on translation are taken directly to a separate component of equity. On
disposal of a foreign entity, the deferred cumulative amount recognized in equity relating to the
particular foreign operation is recognized in the statement of income.

Financial instruments - initial recognition and subsequent measurement

Date of recognition

Purchases or sales of financial assets that require delivery of assets within the time frame established by
regulation or market convention are recognized on the settlement date.

Initial recognition of financial instruments

All financial assets, including trading and investment securities and loans and receivables, are initially
recognized at fair value. Except for securities at fair value through profit-or-loss (FVPL), the initial
measurement of financial assets includes transaction costs. The Group classifies its financial assets in
the following categories: securities at FVPL, AFS investments, held-to-maturity (HTM) investments, and
receivables. Financial liabilities are classified as financial liabilities at FVPL carried at fair value or
other financial liabilities carried at cost or amortized cost. The classification depends on the purpose for
which the investments were acquired and whether they are quoted in an active market. Management
determines the classification of its investments at
initial recognition and, where allowed and appropriate, re-evaluates such designation at every reporting
date.

As of unaudited September 30, 2007 and audited December 31, 2006, the Group had no securities and
financial liabilities at FVPL, AFS investments, and HTM investments. The Group’s financial
instruments include receivable and other financial liabilities.

Receivables

Receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. After initial measurement, receivables are subsequently carried at amortized cost
using the effective interest rate (EIR) method less any allowance for impairment. Amortized cost is
calculated taking into account any discount or premium on acquisition and includes fees that are an
integral part of the EIR and transaction costs. Gains and losses are recognized in the statement of
income when receivables are derecognized or impaired, as well as through the amortization process.

Other financial liabilities

Issued financial instruments or their components, which are not designated at FVPL, if any, where 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 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. The components of
issued financial instruments that contain both liability and equity elements are accounted for separately,
with the equity component being assigned the residual amount after deducting from the instrument as a
whole the amount separately determined as the fair value of the liability component on the date of issue.



