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Philstar Global Corporation 
 

Statements of Cash Flows 
For the years ended December 31, 2022 and 2021 

(All amounts in Philippine Peso) 
 
 

 Notes 2022 2021 
Cash flows from operating activities    
Profit before income tax  35,548,264 33,022,809  
Adjustments for:     

Unrealized foreign exchange gain  17 (4,973,021) (2,205,029)  
Provision for expected credit losses 3 3,060,710 4,080,000  
Retirement benefit expense 12 900,561 819,113  
Depreciation 5 588,196 626,299  
Interest income  2, 6 (68,169)  (68,169) 

Operating income before changes in assets and liabilities  35,056,541 36,275,023 
(Increase) decrease in:    

Receivables  (6,298,926)  1,003,771 
Prepayments and other current assets  (612,136) (143,254)  
Due from related parties  (985,854) (4,578,289)  

(Decrease) increase in trade payables and other liabilities  97,568  (1,369,607) 
Cash from operating activities  27,257,193 31,187,644 
Interest income received  68,169 68,169  
Income tax paid   (9,174,770)  (5,503,053) 
 Net cash from operating activities  18,150,592 25,752,760  

Cash flow used in investing activities     
Acquisition of property and equipment 5 (266,063)  (377,133) 
 Net cash from investing activities  (266,063)  (377,133) 
Cash flow used in financing activities     
Dividends paid 8 -  (5,500,000) 
 Net cash used in financing activities  -  (5,500,000) 
Net increase in cash   17,884,529 19,875,627  
Cash balance at beginning of the year   52,924,738 31,045,170 
Effects of exchange rates changes on cash  4,973,021 2,003,941    
Cash at end of the year  75,782,288 52,924,738  

 
 

(The notes on pages 1 to 31 are integral part of these financial statements.) 



 

 
 

Philstar Global Corporation 
 
Notes to the Financial Statements 
As at and for the years ended December 31, 2022 and 2021 
(In the notes, all amounts are shown in Philippine Peso unless otherwise stated) 
 
Note 1 - General information 
 
1.1 Organization 
 
Philstar Global Corporation (the “Company”), was incorporated and registered with the Philippine 
Securities and Exchange Commission (SEC) on December 19, 2002, primarily to engage in any and all 
business related to the internet, including (a) the development, licensing, marketing, sales, resale, 
distribution, operations, upgrading and maintenance of computer software, primarily for but not limited 
to internet applications; (b) the provision of internet, intranet, extranet and other telecommunications 
value-added services to any and all types of information technology users in the local, regional and global 
markets, including but not limited to manufacturing, assembling, processing, producing, inventing and 
developing any and all kinds of communications and telecommunications products and services and 
providing related technical and maintenance support and services; (c) the purchase, sale, import and 
export, licensing, distribution of any computer hardware, equipment and all other types of similar or 
allied products, and components thereof, and (d) the buying, selling, marketing, distribution and leasing 
of all kinds of goods, commodities, wares, merchandise, information and services over the internet. The 
Company is operating under the brand name “Philstar Global”. 
 
The Company is a subsidiary of Hastings with 65% share in equity interest. The Company's intermediate 
parent company is Mediaquest Holdings, Inc. (a holding company) and its ultimate parent company is 
The Benefit Plan of PLDT Co., (a trust), both organized and domiciled in the Philippines. 
 
The remaining 35% shareholdings of the Company as at December 31, 2022 and 2021 are owned by 
individual shareholders and local companies.  
 
The Company’s registered office address, which is also its principal place of business, is at 6th Flr. RFM 
Corporate Center, Pioneer St. Mandaluyong City. As at December 31, 2022, the Company has 45 regular 
employees (2021 - 41). 
 
1.2 Corona Virus Disease 2019 (“COVID-19”) pandemic 
 
Management will continue to monitor the business developments amidst the pandemic and update the 
assessments made. While there has been recovery and operational improvements in the last year, any 
medium to long-term impact of the pandemic on the Company’s financial position, results, and cash flows 
cannot be ascertained yet given the uncertainties surrounding the COVID-19 pandemic. 
 
1.3 Approval of the Company’s financial statements 
 
These financial statements were authorized and approved for issue by the Board of Directors (BOD) on  
April 4, 2023.  
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Note 2 - Cash 
 
Cash as at December 31 consist of: 
 

   2022 2021 
Cash in bank           75,767,288  52,924,738 
Cash on hand                  15,000  -  
  75,782,288 52,924,738 

 
Cash in banks as at December 31, 2022 and 2021 earn annual interest rate of 0.0625%. Interest income 
earned from cash in bank for the year ended December 31, 2022 amounted to P29,839  
(2021 - P47,836) (Note 14). 
 
Note 3 - Trade and other receivables, net 
 
Trade and other receivables, net at December 31 consist of: 
 

   2022 2021 
Trade receivables   55,684,592 49,207,675  
Allowance for expected credit losses (ECLs)  (21,347,157)  (18,286,447) 
Trade receivables, net  34,337,435 30,921,228  
Advances to employees  145,885 253,876  
Other receivables  - 70,000  
  34,483,320 31,245,104  

 
Advances to employees consist of various cash advances made for business purposes and are subject to 
liquidation. 
 
The movements in the allowance for ECLs for the years ended December 31 are as follows: 
 

 Note 2022 2021 
Beginning of the year  18,286,447 14,206,447 
Provisions for the year 11 3,060,710 4,080,000  
End of the year  21,347,157 18,286,447  

 
Note 4 - Prepayments and other current assets 
 
Prepayments and other current assets at December 31 consist of: 
 

 Note  2022 2021 
Financial asset at amortized cost 6 2,000,000 2,000,000 
Advances to suppliers  970,800 970,800  
Creditable withholding tax  669,338 588,417  
Input value-added tax (VAT)  3,600 19,800  
  3,643,738 3,579,017  
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Note 5 - Property and equipment, net 
 
Details of property and equipment, net at December 31 are as follows: 
 
 Office furniture and equipment 
At January 1, 2021  
Cost 8,127,895 
Accumulated depreciation  (7,100,690) 
Net carrying value 1,027,205 
For the year ended December 31, 2021  
Opening net carrying value 1,027,205 
Additions 377,133  
Depreciation and amortization (Note 11)  (626,299) 
Closing net carrying value 778,039  
At December 31, 2021  
Cost 8,505,028 
Accumulated depreciation (7,726,989) 
Net carrying value 778,039  
For the year ended December 31, 2022  
Opening net carrying value 778,039  
Additions 266,063 
Depreciation and amortization (Note 11) (588,196) 
Closing net carrying value 455,906 
At December 31, 2022  
Cost  8,771,136 
Accumulated depreciation (8,315,230) 
Net carrying value  455,906 

 
The cost of fully depreciated assets still in use by the Company as at December 31, 2022 amounted to 
P7,888,265 (2021 - P6,174,488). 
 
Depreciation and amortization expense for the year ended December 31, 2022 amounting to P588,196 
(2021 - P626,299) was charged to operating expense in profit or loss (Note 11). 
 
Note 6 - Financial asset at amortized cost 
 
On August 6, 2020, the Company invested in bonds classified as financial asset at amortized cost amounting 
to P2,000,000. The investment in bonds matured on May 7, 2022 with interest rate of 2.44%. On  
May 11, 2022, the Company reinvested such bonds amounting to P2,000,000 maturing on May 10, 2023 
with an interest rate of 1.70%. Interest income earned from this investment for the year ended                
December 31, 2022 amounted to P23,402 (2021 - P 20,333) (Note 14). 
 
For the purpose of the statements of cash flows for the year ended December 31, 2021, the transfer of 
classification in the statement of financial position from non-current assets to current assets amounting to 
P2,000,000 is considered a non-cash transaction. 
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Note 7 - Trade payables and other liabilities 
 
Trade payables and other liabilities at December 31 consist of: 
 
  2022 2021 
Deferred output VAT payable  6,668,188     5,807,405  
Trade payables  3,210,247     3,820,360  
Accrued expenses  1,458,256     1,439,884  
Withholding tax payable  199,448        167,889  
Other payables to government agencies  464,905        667,938  
  12,001,044   11,903,476  

 
Trade payables are unsecured, non-interest bearing, payable in cash, and with credit terms ranging from 30 
to 60 days. Accrued expenses mainly consist of accrual for utilities, such as water and electricity charges. 
 
Deferred output VAT represents the VAT portion of the uncollected invoices related to sale of services. 
These are reclassified to output VAT due upon collection of the related invoices and applied against input 
VAT. 
 
Note 8 - Equity 
 
Share capital 
 
Share capital at December 31, 2022 and 2021 consist of: 
 

   Number of shares Amount 
Common shares at P1 par value per share   

Authorized 4,250,000 4,250,000 
Issued and outstanding 4,250,000 4,250,000 

 
Additional paid-in-capital as at December 31, 2022 and 2021 amounted to P58,591,300. 
 
Dividend declaration 
 
For the year ended December 31, 2021, the Company’s BOD authorized and approved the declaration and 
payment of cash dividends as follows: 
 

Declaration date Payment date 

Shareholder 
beneficiaries as of 
record date 

From retained 
earnings as at 
December 31 

Dividend 
per share 

Total 
dividends 

February 17, 2021 August 10, 2021 December 31, 2020 2020 1.29 5,500,000 
 
There were no outstanding dividends payable as at December 31, 2022 and 2021.  
 
Note 9 - Revenues, net 
 
Revenues, net is composed of: 
 

 2022 2021 
Recognized over time 

Advertising revenue, gross 
 

84,567,757 82,676,198  
Commission  (867,644)  (1,075,041) 

    Advertising revenue, net 83,700,113 81,601,157  
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Note 10 - Cost of services 
 
The components of cost of services for the years ended December 31 are as follows: 
 
  2022. 2021 
Salaries and benefits  22,735,975 20,816,900  
Coverage and editing expense  6,890,995 6,531,250  
Licensing fee  1,118,418 1,151,762  
Others  1,991,984  1,800,128  
  32,737,372 30,300,040  

 
Note 11 - Operating expenses 
 
The components of operating expenses for the years ended December 31 are as follows: 
 
 Notes 2022 2021 
Salaries and benefits  5,994,274 5,668,539 
Communication and transportation  3,248,772 3,209,417  
Rental 13 3,182,253 3,027,548  
Provision for ECLs 3 3,060,710 4,080,000 
Taxes and licenses  1,291,539 913,100  
Professional services  915,111 1,160,917  
Retirement benefits 12 900,561 819,113  
Depreciation and amortization 5 588,196 626,299  
Maintenance and facilities  345,322 245,796  
Representation and entertainment  276,753 183,985  
Selling and promotion  242,719 127,509  
Others  609,354 466,869  
  20,655,564 20,529,092  

 
Note 12 - Retirement benefit 
 
The Company is yet to adopt a formal non-contributory retirement plan for the benefit of its qualified 
employees. An independent actuary conducts a periodic actuarial valuation of the defined benefit plan 
using the projected unit credit method. 
 
The changes in the present value of defined benefit obligation for the years ended December 31 are as 
follows: 
 
 2022 2021 
Beginning of the year 4,684,347 3,900,644 
Current service cost 665,875 626,811  
Interest cost 234,686 192,302  
Remeasurement gain (1,646,781)  (35,410) 
End of year 3,938,127 4,684,347  
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The movements in the retirement benefit obligation recognized in the statement of financial position at 
December 31 are as follows: 
 
 Note 2022 2021 
Beginning of the year  4,684,347 3,900,644 
Retirement benefit expense recognized in profit or loss 11 900,561 819,113  
Remeasurements recognized in other comprehensive 

income  (1,646,781) 
                        

(35,410) 
End of year  3,938,127 4,684,347 

 
The movements in the reserve for remeasurements of retirement obligation recognized in the statement 
of financial position at December 31 are as follows: 
 
 Note 2022 2021 
Beginning of the year  (1,431,015) (1,404,457) 
Remeasurements recognized in other comprehensive 

income  (1,646,781) 
                        

(35,410) 
Deferred tax 16 411,696 8,852  
End of year  (2,666,100)  (1,431,015) 

 
The components of retirement benefit expense recognized in profit or loss as part of operating expenses 
for the years ended December 31 are as follows (Note 11): 
 
  2022 2021 
Current service cost  665,875 626,811  
Interest cost  234,686 192,302  
  900,561 819,113  

 
The amounts recognized in other comprehensive income for the years ended December 31 are as follows: 
 

  2022 2021 
Remeasurement gain on defined benefit obligation    

Changes in liability experience  (48,064)  42,694 
Changes in financial assumptions  (1,598,717) (61,025) 

      Changes in demographic assumptions  -  (17,079) 
  (1,646,781)  (35,410) 

 
The principal actuarial assumptions used at December 31 are as follows: 
 
 2022 2021 
Discount rate 7.40% 5.01% 
Future salary increase rate 2.00% 2.00% 

 
Discount rate 
 
The discount rate is determined by reference to yields on long-term Philippine Treasury Bonds and 
adjusted to reflect the term similar to the estimated term of the benefit obligation as determined by the 
actuary as at the end of the reporting period as there is no deep market in high quality corporate bonds in 
the Philippines.  
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Future salary increase 
 
This is the expected long-term average rate of salary increase taking into account inflation, seniority, 
promotion and other market factors. Salary increases comprise of the general inflationary increases plus a 
further increase for individual productivity, merit and promotion. The future salary increase rates are set 
by reference over the period over which benefits are expected to be paid.  
 
Demographic assumptions 
 
The average working life for the year ended December 31, 2022 is 26.3 years (2021 - 27.0 years). 
 
Assumption regarding future mortality and disability are set based on published statistics and experience 
in the Philippines. The discount rate assumption is based on the theoretical spot yield curve calculated 
from the Bankers Association of the Philippines (BAP) PHP Bloomberg BVAL Reference Rates (BVAL) 
benchmark reference curve for government securities market by stripping the coupons from government 
bonds to create virtual zero-coupon bonds as of the valuation date and considering the average years of 
remaining working life of the employees as the estimated term of the benefit obligation.  
 
Sensitivity analysis 
 
The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is 
presented as follows: 
 
 Impact on defined benefit obligation 
 Change in  

assumption 
Increase in 
assumption 

Decrease in 
assumption 

December 31, 2022    
Discount rate +/-1% (568,728) 458,951 
Salary increase rate +/-1% 595,892 (484,893) 
December 31, 2021    
Discount rate +/-1% (851,086)   675,406 
Salary increase rate +/-1% 869,764   (699,180) 

 
The sensitivity analyses in the previous page are based on a change in an assumption while holding all 
other assumptions constant. In practice, this is unlikely to occur, and changes in some of the 
assumptions may be correlated. When calculating the sensitivity of the defined benefit obligation to 
significant actuarial assumptions the same method has been applied as when calculating the retirement 
benefit obligation recognized within the statement of financial position. 
 
The weighted average duration of the defined benefit obligation as at December 31, 2022 is 13.0 years 
(2021 - 16.3 years). 
 
Expected maturity analysis 
 
The expected maturity analysis of undiscounted retirement benefits follow as at December 31 is as 
follows: 
 
  2022 2021 
Between 1 year to 5 years  1,724,310 1,725,707 
Over 5 years  370,527 - 
  2,094,837 1,725,707  
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Note 13 - Leases 
 
The Company has operating lease agreements with a third-party lessor and its shareholder (Note 15) for 
the use of its office space for a period of 1 year. Extension or termination of lease agreements must be 
agreed by both parties. Payments made by the Company for the year ended December 31, 2022 are all 
recorded in the statements of total comprehensive income as rental (Note 11).  
 
The lease agreements above require payment of security deposits amounting to P476,744 which is 
presented part of security deposit in the statement of financial position as at December 31, 2022 and 
2021. These security deposits are refundable at the end of the lease term.  
 
As at December 31, 2022 and 2021, security deposits are presented as part of non-current assets as 
management has no intention of terminating the lease agreements within the next 12 months.  
 
The remaining security deposits amounting to P90,647 pertain to Meralco utility deposit for the years 
ended December 31, 2022 and 2021. 
 
(i) Amounts recognized in the statements of total comprehensive income 
 
For the years ended December 31, 2022, the expenses relating to short-term leases amounting to P3,182,253 
(2021 - P3,027,548) (Note 11). 
 
(ii) Discount rate 
 
Payments for leases of office space and warehouses are discounted using the lessee’s incremental borrowing 
rate, being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain an 
asset of similar value to the right-of-use asset in a similar economic environment with similar terms, 
security and conditions.  
 
(iii) Extension and termination options 
 
Extension and termination options are included in a number of office space leases of the Company. These 
are used to maximize operational flexibility in terms of managing the assets used in the Company’s 
operations. The majority of extension and termination options held are exercisable by both the Company 
and the respective lessor. 
 
Note 14 - Other operating income (expenses), net 
 
The components of other operating income (expenses), net for the years ended December 31 are as 
follows: 
 
 Notes 2022 2021 
Foreign exchange income, net 17 5,416,628 2,437,000  
Interest income 2, 6 53,241 68,169  
Others  (228,782)  (254,385) 
  5,241,087 2,250,784  

 
Others mainly consist of operating bank charges and miscellaneous expenses as at December 31, 2022 
and 2021. 
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Note 15 - Related party transactions 
 
The Company, in the ordinary course of business, has transactions with its related parties as follows: 
 
Transactions for the years ended December 31 are as follows: 
 
 Terms and conditions 2022 2021 
a) Lease agreement (Note 13) 

Shareholder 
Rental payments 
 

 
The Company has an existing 
lease agreement with its 
shareholder for the use of its 
office space and presented as 
part of amortization expense 
(Note 11) and finance cost after 
adoption of PFRS 16, Leases.  
 
Security deposit as required by 
the lease agreement is 
presented as part of security 
deposits in the statement of 
financial position. 

 
 

2,993,760 

 
 

2,851,200 

b) Revenue from advertising 
Entities under Common  
  Control 

 
The Company placed an 
advertisement in its website as 
part of the bundled revenue 
with its related parties.  

 
9,695,000 

 
    11,393,983  

 

c) Cash dividend 
Parent Company 
Hastings Holdings, Inc. 

Other shareholders 

 
The Company declared cash 
dividend for the years ended  
December 31, 2022 and 2021  
(Note 8). 

 
 

- 
- 

 
 

3,575,000       
1,925,000 

  - 5,500,000 
 
Net balances as at December 31 are as follows: 
 
  Ref Terms and conditions 2022 2021 
Security deposit (Note 13) 
   Shareholder 

 
(a) 

 
Amounts are presented 
within security deposit in the 
statement of financial 
position. These are 
collectible upon end of the 
lease term.  

 
447,800 

 
    447,800  

 

Due from related parties  
   Entities under Common 

Control 

 
(b) 

 
Amounts are collectible in 
the form of cash on a gross 
basis. These are unsecured, 
non-interest bearing and 
due and demandable but not 
later than 12 months from 
the reporting period. 

 
20,400,002 

 
    19,414,148  

 

 
There are no collaterals held or guarantees issued with respect to related party transactions and balances. 
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Key management compensation 
 
Key management compensation for the years ended December 31 consist of: 
 
 Terms 2022 2021 
Salaries and other  

short-term 
employee benefits 

Key management compensation 
covering salaries and wages and 
other short-term benefits are 
determined based on contract of 
employment and payable in 
accordance with the Company’s 
payroll process. These were fully paid 
at reporting periods.  
 
The Company does not have 
receivables from/payables to key 
management personnel arising from 
the above compensation agreement 
as at December 31, 2022 and 2021.  

1,688,085 1,621,500 
Retirement benefit 

expense 
282,228 228,555 

  1,970,313 1,850,055 
 
Note 16 - Income tax 
 
Deferred income tax (DIT) assets at December 31 represent the tax effect of the following temporary 
differences: 

 
 Notes 2022 2021 
To be realized (settled) within 12 months    

Allowance for ECLs 3 5,336,790 4,571,612  
Unrealized foreign exchange gain 17 (1,243,255) (551,257)          

To be realized after 12 months    
Retirement benefit obligation 12 984,532 1,171,087  

  5,078,067 5,191,442 
 
DIT assets were determined using the income tax rates in the period the temporary differences are 
expected to be realized or settled.  
 
Movements in DIT assets for the years ended December 31 are as follows:  
 
 Note 2022 2021 
Beginning of year  5,191,442 6,032,554 
Credited (charged) to profit or loss   298,321  (832,260)  
Charged to other comprehensive income 12 (411,696)  (8,852) 
  5,078,067 5,191,442 

 
Realization of future tax benefit related to DIT assets is dependent on the Company’s ability to generate 
future taxable income during the periods in which these are expected to be realized. The Company has 
considered these factors in reaching a conclusion as to the amount of DIT assets recognized as at     
December 31, 2022 and 2021 and regularly reviews the recoverability of the DIT assets recognized. 
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The components of income tax expense as shown in the statement of total comprehensive income for the 
years ended December 31 are as follows: 
 
  2022 2021 
Current  9,172,075 8,549,504 
Deferred  (298,320) 832,260 
  8,873,755 9,381,764 

 
The reconciliation of income tax computed at the statutory income tax rate to income tax expense as 
shown in the statement of total comprehensive income for the years ended December 31 are as follows: 
 
 2022 2021 
Income tax at statutory tax rate (25%) 8,887,066 8,255,702  
Adjustments in income tax arising from:   

Change in tax rates - 1,005,426 
 Interest income subject to final tax (13,311)  (17,042) 
 Non-deductible expense - 137,678    
Income tax expense 8,873,755 9,381,764  

 
Note 17 - Foreign currency denominated monetary assets 
 
The Company’s U.S. Dollar denominated monetary assets at December 31 are as follows: 
 
  2022 2021 
Cash  1,233,491 888,087  
Trade receivables  - 29,078  
Total foreign currency denominated monetary assets  1,233,491 917,165  
Closing rate of U.S. Dollar to Philippine Peso  55.76 50.99  
Philippine Peso equivalent  68,779,458 46,766,243  

 
The closing rate used by the Company approximates the closing rate prescribed by the Bangko Sentral ng 
Pilipinas at reporting periods. 
 
Details of foreign exchange gains as presented in the statements of comprehensive income are as follows: 
 
 Note 2022 2021 
Unrealized foreign exchange gain 14 4,973,021 2,205,029 
Realized foreign exchange gain 14 443,607 231,971 
  5,416,628 2,437,000 
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Note 18 - Critical accounting estimates, assumptions and judgments 
 
Estimates, assumptions and judgments are continually evaluated and are based on historical experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. 
 
The Company makes estimates and assumptions concerning the future. The resulting accounting 
estimates will, by definition, seldom equal the related actual results. The estimates, assumptions and 
judgments that have a significant risk of causing a material adjustment to the carrying amounts of assets 
and liabilities within the next financial year are discussed below: 
 
18.1 Critical accounting estimates and assumptions 
 
Provision for expected credit losses on trade receivables (Note 3) 
 
The Company uses a provision matrix to calculate ECLs for trade receivables. The provision rates are 
based on days past due for groupings of various customer segments that have similar loss patterns.  
 
The provision matrix is initially based on the Company’s historical observed default rates. The Company 
will calibrate the matrix to adjust the historical credit loss experience with forward-looking information. 
For instance, if forecast economic conditions (i.e., gross domestic product) are expected to deteriorate 
over the next year which can lead to an increased number of defaults in the manufacturing sector, the 
historical default rates are adjusted. At every reporting date, the historical observed default rates are 
updated and changes in the forward-looking estimates are analyzed. 
 
The assessment of the correlation between historical observed default rates, forecast economic conditions 
and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and of 
forecast economic conditions. The Company’s historical credit loss experience and forecast of economic 
conditions may also not be representative of customer’s actual default in the future. 
 
Estimated useful lives of property and equipment (Note 5) 
 
The useful life of each of the Company’s property and equipment is estimated based on the period over 
which these assets are expected to be available for use. Such estimation is based on a collective 
assessment of, internal technical evaluation and experience with similar assets. The estimated useful life 
of each asset is reviewed periodically and 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 
asset. It is possible, however, that future results of operations could be materially affected by changes in 
the amounts and timing of recorded expenses brought about by changes in the factors mentioned above. 
A reduction in the estimated useful life of any property and equipment would increase the recorded 
expenses and decrease non-current assets. 
 
It is possible, however, that future results of operations could materially affected by changes in the 
amounts and timing of recorded expenses brought about by changes in the factors mentioned above. 
 
A change in the estimated useful life of any item of property and equipment would impact the recorded 
costs and expenses and non-current assets.  
 
Principal assumptions and estimation of retirement benefit obligation (Note 12) 
 
The present value of the retirement benefit obligation depends on a number of factors that are 
determined on an actuarial basis using a number of assumptions. The assumptions and estimates used in 
determining the retirement benefits include the discount rate and the rate of salary increases. Any 
changes in these assumptions and estimations will impact the carrying amount of the retirement benefit 
obligation. 
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The Company determines the appropriate discount rate at the end of each reporting period. This is the 
interest rate that should be used to determine the present value of estimated future cash outflows 
expected to be required to settle the retirement benefit obligation. In determining the appropriate 
discount rate, the Company considers the interest rates of high-quality government bonds that are 
denominated in the currency in which the benefits will be paid, and that have terms to maturity 
approximating the terms of the related retirement benefit obligation. 
 
Other key assumptions for retirement obligations are based in part of current market conditions. 
Additional information is disclosed in Note 12. 
 
Incremental borrowing rate (Note 13) 
 
To determine the incremental borrowing rate, the Company uses recent third-party financing received by 
the individual lessee as a starting point, adjusted to reflect changes in financing conditions since third 
party financing was received. 
 
18.2 Critical accounting judgments in applying the Company’s accounting policies 
 
Impairment of property and equipment (Note 5) 
 
The carrying value of property and equipment is reviewed and assessed for impairment whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. 
 
Changes in those assessment and judgment could have a significant effect on the carrying value of property 
and equipment and the amount and timing of recorded provision for any period. 
 
As at December 31, 2022 and 2021, management believes that there are no significant events or changes in 
circumstances which indicate that the carrying amount may not be recoverable at reporting periods. 
 
Determining the lease term (Note 13) 
 
In determining the lease term, management considers all facts and circumstances that create an economic 
incentive to exercise an extension option, or not exercise a termination option. Extension options  
(or periods after termination options) are only included in the lease term if the lease is reasonably certain to 
be extended (or not terminated). The Company considers the factors below as the most relevant in assessing 
the options:  
 
• If there are significant penalties to terminate (or not extend), the Company is typically reasonably 

certain to extend (or not terminate).  
• If any leasehold improvements are expected to have a significant remaining value, the Company is 

typically reasonably certain to extend (or not terminate).  
• Otherwise, the Company considers other factors including historical lease durations and the costs and 

business disruption required to replace the leased asset. 
 

Most extension options in leases have not been included in the lease liability because the Company could 
replace the assets without significant cost or business disruption. There are no potential future cash 
outflows that have been included in the lease liability because it is not reasonably certain that the leases 
will be extended (or not terminated). The assessment is reviewed if a significant event or a significant 
change in circumstances occurs which affects this assessment and that is within the control of the lessee. 
During the current financial year, the Company did not revise the lease terms because it did not exercise 
any extension and termination options.  
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Realizability of deferred income taxes (Note 16) 
 
The Company recognizes DIT assets to the extent that it is probable that future taxable income will be 
available against which temporary differences can be utilized. Determining the realizability of DIT assets 
requires the assessment of available taxable profit to be generated from the operations against which the 
DIT assets can be applied.  
 
The Company recognized DIT assets as at December 31, 2022 amounted to P5,078,067 (2021 - P5,191,442) 
as management believes that sufficient taxable profit will be generated to allow for the benefits of these 
DIT assets to be utilized in the future. 
 
Note 19 - Financial and capital risk management 
 
19.1  Financial risk factors 
 
The Company’s activities expose it to a variety of financial risks and these activities involve analysis, 
evaluation and management of some degree of risk or combination of risks. The Company’s overall risk 
management program focuses on the unpredictability of financial markets and seeks to minimize 
potential adverse effects on the Company’s financial performance. 
 
Financial risk management is carried out by management under the direction of the BOD. Management 
identifies and evaluates financial risks in close cooperation with the Company’s department heads. The 
BOD reviews and approves policies and procedures covering specific financial risk areas. These policies 
and procedures enable the Company’s management to make strategic and informed decisions with regard 
to the operations of the Company.  
 
The most important types of risk the Company manages are market risk, credit risk, and liquidity risk. 
Market risk includes foreign exchange risk, price risk and interest risk. The Company has no significant 
financial assets and liabilities that are exposed to interest and price risks.  
 
19.2  Components of financial assets and liabilities by category 
 
Details of the Company’s financial assets measured at amortized cost at December 31 are as follows: 
 
 Notes 2022 2021 
Cash 2 75,782,288 52,924,738 
Trade receivables 3 55,684,592 49,207,675 
Due from related parties 15 20,400,002 19,414,148 
Security deposits 13 567,391 567,391 
Other financial asset at amortized cost 4, 6 2,000,000 2,000,000 
  154,434,273 124,113,952 

 
Trade receivables are presented above gross of allowance for doubtful accounts as at December 31, 2022 
amounting to P21,347,157 (2021 - P18,286,447). 
 
Advances to employees and suppliers and other receivables as at December 31, 2022 aggregating to  
P1,116,686 (2021 - P1,294,676) are considered non-financial asset as these are subject to performance of 
contracted services and liquidation.  
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Details of the Company’s financial liabilities measured at amortized cost at December 31 are as follows: 
 
 Notes 2022 2021 
Trade payables 7 3,210,247     3,820,360  
Accrued expenses 7 1,458,256     1,439,884  
  4,668,503 5,260,244 

 
Withholding tax payable, deferred output valued-added tax payable and other payable to government 
agencies as at December 31, 2022 aggregating to P7,332,541 (2021 - P6,643,232) are considered  
non-financial liabilities.  
 
19.3  Credit risk 
 
Credit risk refers to the risk that a counterparty will cause a financial loss to the Company by failing to 
discharge an obligation. Significant changes in the economy that may represent a concentration in the 
Company’s business, could result to losses that are different from those provided for at reporting date.  
 
Credit risk arises from cash deposits with banks and financial institutions, as well as credit exposure on 
receivable from customers, related parties and other counterparties. The fair values of these financial 
assets approximate their net carrying amounts. 
 
The Company has no significant concentration of credit risk. Credit exposure is spread over a large 
number of counterparties. The Company has a robust credit review process. A credit assessment is being 
made to check the creditworthiness of all counterparties prior to signing the contract. In addition, credit 
risk is minimized by monitoring receivables regularly.  
 
The Company has the following financial assets as at December 31, 2022 and 2021 where the expected 
credit loss model has been applied: 
 

 

Gross 
carrying 
amount 

Allowance 
provided 

Net carrying 
amount 

Internal 
credit rating Basis for recognition of ECL 

At December 31, 2022      
Cash in banks 75,767,288 - 75,767,288 Performing 12- month expected credit loss 
Trade receivables      

Group 2 34,337,435 - 34,337,435 Performing Lifetime ECL - simplified 
 

Group 3 21,347,157 (21,347,157) - 
Credit-

impaired Full provision 
Due from related parties 20,400,002 - 20,400,002 Performing Lifetime ECL - simplified 
Security deposits 567,391 - 567,391 Performing Lifetime ECL - simplified 
Other financial asset at  
     amortized cost 2,000,000 - 2,000,000 Performing Lifetime ECL - simplified 
Total 154,419,273 (21,347,157) 133,072,116   
At December 31, 2021      
Cash in banks 52,924,738 - 52,924,738 Performing 12- month expected credit loss 
Trade receivables      

Group 2 30,921,228 - 30,921,228 Performing Lifetime ECL - simplified 
 
Group 3 18,286,447 (18,286,447) - 

Credit-
impaired Full provision 

Due from related parties 19,414,148 - 19,414,148 Performing Lifetime ECL - simplified 
Security deposits 567,391 - 567,391 Performing Lifetime ECL - simplified 
Other financial asset at  
     amortized cost 2,000,000 - 2,000,000 Performing Lifetime ECL - simplified 
Total 124,113,952 (18,286,447) 105,827,505   
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Cash in banks 
 
To minimize credit risk exposure from cash in banks, the Company maintains cash deposits in reputable 
banks. The Company assesses that cash in banks have low credit risk considering the bank’s external 
credit ratings. 
 
Trade receivables 
 
The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each 
customer. The credit quality of trade and other receivables are further classified and assessed by reference 
to historical information about each counterparty’s historical default rates.  
 
Group 1 - Customer balances without history of default and assessed to be fully recoverable.   
Group 2 - Customers with some defaults in the past.  All defaults were fully recovered. 
Group 3 - Individual assessed customer with defaults and which the Company no longer expects to 

recover the balance despite its collection efforts. 
 
Due from related parties 
 
The Company has outstanding receivables from related parties, mainly arising from advertising on behalf 
of related parties. These are collectible on demand and therefore, expected credit losses are based on the 
assumption that repayment of balances outstanding is demanded at the reporting date. 
 
Based on assessment of qualitative and quantitative factors that are indicative of the risk of default, 
including but not limited to, availability of accessible highly liquid asset and internal and external 
funding of related parties, Company has assessed that the outstanding balances are exposed low credit 
risk. Expected credit losses on these balances have therefore been assessed to be insignificant. 
 
Security deposits 
 
This account pertains to security deposits on properties leased by the Company which are fully 
refundable at the end of the lease term. Management is not expecting significant credit risk on these 
deposits. 
 
Other financial asset at amortized cost 
 
This financial asset at amortized cost, with maturity of which is beyond 12 months after the period-end 
financial reporting date, and with the main purpose of collecting contractual cash flows and gives rise to 
cash flows that are solely payments of principal and interest. Management is not expecting significant 
credit risk on these long-term investments. 
 
19.4  Market risk 
 
Foreign exchange risk 
 
The Company is exposed to foreign exchange risk primarily with respect to its cash deposits and 
receivables that are denominated in U.S. Dollar. The Company’s financial position and results of 
operations are affected by the movement in the U.S. Dollar to Philippine Peso exchange rate. Foreign 
exchange risk arises when recognized assets denominated in a currency that is not the Company’s 
functional currency. The Company’s foreign currency denominated monetary assets are shown in Note 17. 
 
As at December 31, 2022, if the Philippine Peso had weakened/strengthened by -9.34% (2021 - 0. 47%) 
against the U.S. Dollar, with all other variables held constant, pre-tax profit would have been higher/lower 
by P5,877,583 (2021 - P220,120), mainly as a result of foreign currency exchange gains/losses on 
translation of U.S. Dollar-denominated monetary assets.  
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The assumed currency fluctuation applied in the sensitivity analysis is the rate of change in  
U.S. Dollar between the Philippine Peso equivalent at year-end and the Philippine Peso equivalent 
determined thirty days after the reporting period, by which management is expected to receive the 
Company’s significant foreign currency denominated monetary assets. 
 
19.5  Liquidity risk 
 
Prudent liquidity risk management implies maintaining sufficient cash and cash equivalents to meet 
operating capital requirements. The Company aims to maintain flexibility in funding its operations through 
an efficient collection of client’s accounts. 
 
At December 31, 2022, the Company’s financial liabilities maturing within the next 12 months from the 
reporting period amounted to P4,668,503 (2021 - P5,260,244). These amounts are the contractual 
undiscounted cash flows. Balances due within 12 months equal their carrying balances as the impact of 
discounting is not significant due to their short-term maturities.  
 
The Company has no long-term financial liabilities as at December 31, 2022 and 2021.  
 
As at December 31, 2022 and 2021, the Company has sufficient available financial assets to settle financial 
liabilities that are due within 12 months from the reporting period. Also, the Company will be able to meet 
unexpected cash outflow, if any, by accessing additional funding sources from related parties.  
 
19.6  Capital management  
 
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a 
going concern, so that it can implement its key operating plans to achieve profitable operations in the 
near future.  
 
The Company manages its capital structure, which is the total equity (excluding reserve for 
remeasurements of retirement obligation) as shown in the statement of financial position, and makes 
adjustments to it, in light of changes in economic conditions.  
 
As at December 31, 2022 and 2021, the Company is not subject to externally imposed capitalization. 
 
Note 20 - Summary of significant accounting policies 
 
The principal accounting policies applied in the preparation of these financial statements are set out 
below. These policies have been consistently applied to all the years presented, unless otherwise stated. 
 
20.1 Basis of preparation 
 
These financial statements of the Company have been prepared in accordance with PFRS. The term PFRS 
in general includes all applicable PFRS, Philippine Accounting Standards (PAS), and Interpretations of 
the Standing Interpretations Committee (SIC), International Financial Reporting Interpretations 
Committee (IFRIC) and Philippine Interpretations Committee (PIC) which have been approved by the 
Financial Reporting Standards Council (FRSC) and adopted by the SEC. 
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Changes in accounting policies and disclosures 
 
New and amended standards adopted by the Company 
 
The Company has applied the following amendment for the first time for the financial year beginning 
January 1, 2022: 
 
• Reference to the Conceptual Framework – Amendments to PFRS 3 
 
The amendments are intended to replace a reference to the Framework for the Preparation and 
Presentation of Financial Statements, issued in 1989, with a reference to the Conceptual Framework for 
Financial Reporting issued in March 2018 without significantly changing its requirements. 
The Board also added an exception to the recognition principle of PFRS 3 to avoid the issue of potential 
‘day 2’ gains or losses arising for liabilities and contingent liabilities that would be within the scope of PAS 
37 or IFRIC 21 Levies, if incurred separately. 
 
At the same time, the amendments clarified the existing guidance in PFRS 3 for contingent assets that 
would not be affected by replacing the reference to the Framework for the Preparation and Presentation 
of Financial Statements. 
 
The amendments are effective for annual reporting periods beginning on or after January 1, 2022 and 
apply prospectively. 
 
• Property, Plant and Equipment: Proceeds before Intended Use – Amendments to PAS 16 
 
The amendments prohibit entities to deduct from the cost of an item of property, plant and equipment, 
any proceeds from selling items produced while bringing that asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management. Instead, an entity 
recognizes the proceeds from selling such items, and the costs of producing those items, in profit or loss. 
 
The amendment is effective for annual reporting periods beginning on or after January 1, 2022 and must 
be applied retrospectively to items of property, plant and equipment made available for use on or after the 
beginning of the earliest period presented when the entity first applies the amendment. 
 
• Onerous Contracts – Costs of Fulfilling a Contract – Amendments to PAS 37 

 
The amendments specify which costs an entity needs to include when assessing whether a contract is 
onerous or loss-making. The amendments apply a “directly related cost approach”. The costs that relate 
directly to a contract to provide goods or services include both incremental costs and an allocation of 
costs directly related to contract activities. General and administrative costs do not relate directly to a 
contract and are excluded unless they are explicitly chargeable to the counterparty under the contract. 
The amendments are effective for annual reporting periods beginning on or after January 1, 2022.  
 
• PFRS 9 Financial Instruments – Fees in 10% Test for Derecognition of Financial Liabilities 
 
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or 
modified financial liability are 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 lender on the other’s behalf.  
 
An entity applies the amendment to financial liabilities that are modified or exchanged on or after the 
beginning of the annual reporting period in which the entity first applies the amendment. 
 
The amendment is effective for annual reporting periods beginning on or after January 1, 2022 with 
earlier adoption permitted. 
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New standards, amendments and interpretations not yet adopted 
 
• PAS 1: Classification of Liabilities as Current or Non-current 
 
Amendments to paragraphs 69 to 76 of PAS 1 were issued to specify the requirements for classifying 
liabilities as current or non-current. The amendments clarify the following: 
 
• the definition of right to defer settlement; 
• that a right to defer must exist at the end of the reporting period; 
• that classification is unaffected by the likelihood that an entity will exercise its deferral right; and 
• that only if an embedded derivative in a convertible liability is itself an equity instrument would the 

terms of a liability not impact its classification 
 
The amendments are effective for annual reporting periods beginning on or after January 1, 2023 and 
must be applied retrospectively. The Company does not expect the amendment to have a significant 
impact to the Company’s financial statements. 
 
• PAS 1 and  PFRS Practice Statement 2: Making Materiality Judgments - Disclosure of Accounting 

Policies 
 
The amendments change the requirements in IAS 1 with regard to disclosure of accounting policies. The 
amendments replace all instances of the term ‘significant accounting policies’ with ‘material accounting 
policy information’. Accounting policy information is material if, when considered together with other 
information included in an entity’s financial statements, it can reasonably be expected to influence 
decisions that the primary users of general purpose financial statements make on the basis of those 
financial statements. 
 
The supporting paragraphs in IAS 1 are also amended to clarify that accounting policy information that 
relates to immaterial transactions, other events or conditions is immaterial and need not be disclosed. 
Accounting policy information may be material because of the nature of the related transactions, other 
events or conditions, even if the amounts are immaterial. However, not all accounting policy information 
relating to material transactions, other events or conditions is itself material. 
 
The amendments to IAS 1 are effective for annual periods beginning on or after January 1, 2023, with 
earlier application permitted and are applied prospectively. The amendments to IFRS Practice Statement 
2 do not contain an effective date or transition requirements. 
 
• PAS 8: Definition of Accounting Estimates 
 
The amendments replace the definition of a change in accounting estimates with a definition of 
accounting estimates. Under the new definition, accounting estimates are “monetary amounts in financial 
statements that are subject to measurement uncertainty”. 
 
The definition of a change in accounting estimates was deleted. However, the Board retained the concept 
of changes in accounting estimates in the Standard with the following clarifications: 
 
• A change in accounting estimate that results from new information or new developments is not the 

correction of an error 
• 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 

 
The amendments are effective for annual periods beginning on or after January 1, 2023 to changes in 
accounting policies and changes in accounting estimates that occur on or after the beginning of that 
period, with earlier application permitted. 
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• PAS 12: Deferred Tax related to Assets and Liabilities arising from a Single Transaction 
 
The amendments introduce a further exception from the initial recognition exemption. Under the 
amendments, an entity does not apply the initial recognition exemption for transactions that give rise to 
equal taxable and deductible temporary differences. 
 
Depending on the applicable tax law, equal taxable and deductible temporary differences may arise on 
initial recognition of an asset and liability in a transaction that is not a business combination and affects 
neither accounting nor taxable profit.  Following the amendments to PAS 12, an entity is required to 
recognize the related deferred tax asset and liability, with the recognition of any deferred tax asset being 
subject to the recoverability criteria in PAS 12. 
 
The amendments are effective for annual reporting periods beginning on or after 1 January 2023, with 
earlier application permitted. 
 
There are no other relevant standards, amendments or interpretations that are effective beginning on or 
after January 1, 2021 that are expected to have a material impact on the Company’s financial statements. 
 
• Amendments to PFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates 

and Joint Ventures—Sale or Contribution of Assets between an Investor and its Associate or Joint 
Venture 

 
The amendments to IFRS 10 and IAS 28 deal with situations where there is a sale or contribution of 
assets between an investor and its associate or joint venture. Specifically, the amendments state that gains 
or losses resulting from the loss of control of a subsidiary that does not contain a business in a transaction 
with an associate or a joint venture that is accounted for using the equity method, are recognised in the 
parent’s profit or loss only to the extent of the unrelated investors’ interests in that associate or joint 
venture. Similarly, gains and losses resulting from the remeasurement of investments retained in any 
former subsidiary (that has become an associate or a joint venture that is accounted for using the equity 
method) to fair value are recognised in the former parent’s profit or loss only to the extent of the 
unrelated investors’ interests in the new associate or joint venture. 
 
The effective date of the amendments has yet to be set by the IASB; however, earlier application of the 
amendments is permitted. 
 
New standards, amendments and interpretations not yet adopted 
 
A number of new standards, amendments, and interpretations to existing standards are effective for 
annual periods after January 1, 2022 and have not been early adopted nor applied by the Company in 
preparing these financial statements. None of these standards are expected to have significant effect in 
the financial statements of the Company. 
 
20.2 Financial assets 
 
Classification and presentation 
 
The Company classifies its financial assets in the following measurement categories: (a) those to be 
measured subsequently at fair value (either through OCI or through profit or loss), and (b) those to be 
measured at amortized cost. 
 
The classification depends on the Company’s business model for managing the financial assets and the 
contractual terms of the cash flows. The Company did not hold financial assets under category (a) during 
and as at December 31, 2022. The Company’s financial assets under (b) category includes cash (Note 2), 
trade and other receivables (Note 3), financial asset at amortized cost (Notes 4 and 6), due from related 
parties (Note 15), and deposits (Note 13). 
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Recognition and measurement 
 
The Company recognizes a financial asset in the statement of financial position when the Company becomes 
a party to the contractual provisions of the instrument. Regular-way purchases and sales of financial assets 
are recognized on trade date - the date on which the Company commits to purchase or sell the asset. 
 
At initial recognition, the Company measures a financial asset at its fair value plus transaction costs that are 
directly attributable to the acquisition of the financial asset. Subsequently, assets that are held for collection 
of contractual cash flows where those cash flows represent solely payments of principal and interest are 
measured at amortized cost. Interest income from these financial assets is included in finance income using 
the effective interest rate method. 
 
Impairment 
 
The Company assesses on a forward-looking basis, the expected credit losses associated with its financial 
assets carried at amortized cost. The impairment methodology applied depends on whether there has been a 
significant increase in credit risk.  
 
Loss allowances of the Company are measured on either of the following bases: 
 
• 12-month expected credit losses (ECLs): these are ECLs that result from default events that are possible 

within the 12 months after the reporting date (or for a shorter period if the expected life of the 
instrument is less than 12 months); or  

• Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a 
financial instrument or contract asset 

 
Simplified approach  
 
The Company applies the simplified approach to provide for ECLs for all trade receivables arising from 
contract with third parties and related parties. The simplified approach requires the loss allowance to be 
measured at an amount equal to lifetime ECLs. 
 
General approach  
 
The Company applies the general approach to provide for ECLs on non-trade receivables. Under the general 
approach, the loss allowance is measured at an amount equal to 12-month ECLs at initial recognition.  
 
At each reporting date, the Company assesses whether the credit risk of a financial instrument has increased 
significantly since initial recognition. When credit risk has increased significantly since initial recognition, 
loss allowance is measured at an amount equal to lifetime ECLs.  
 
When determining whether the credit risk of a financial asset has increased significantly since initial 
recognition and when estimating ECLs, the Company considers reasonable and supportable information 
that is relevant and available without undue cost or effort. This includes both quantitative and qualitative 
information and analysis, based on the Company’s historical experience and informed credit assessment 
and includes forward-looking information.  
 
The Company considers a financial asset to be in default when: 
 
• the borrower is unlikely to pay its credit obligations to the Company in full, without recourse by the 

Company to actions such as realizing security (if any is held); or  
• the financial asset is more than 180 days past due. 
 
The maximum period considered when estimating ECLs is the maximum contractual period over which the 
Company is exposed to credit risk. 
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Measurement of ECLs 
 
The measurement of expected credit losses is a function of the probability of default, loss given default  
(i.e. the magnitude of the loss if there is a default) and the exposure at default. The assessment of the 
probability of default and loss given default is based on historical data adjusted by forward-looking 
information as described above. As for the exposure at default, for financial assets, this is represented by the 
assets’ gross carrying amount at the reporting date. 
 
Credit-impaired financial assets  
 
At each reporting date, the Company assesses whether financial assets carried at amortized cost are  
credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental 
impact on the estimated future cash flows of the financial asset have occurred.  
 
Evidence that a financial asset is credit-impaired includes the following observable data:  
 
• significant financial difficulty of the counterparty;  
• a breach of contract such as actual default; or 
• it is probable that the borrower will enter bankruptcy or other financial reorganization. 
 
Write-off  
 
The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that 
there is no realistic prospect of recovery. This is generally the case when the Company determines that the 
debtor does not have assets or sources of income that could generate sufficient cash flows to repay the 
amounts subject to the write-off. However, financial assets that are written off could still be subject to 
enforcement activities in order to comply with the Company’s procedures for recovery of amounts due. 
 
Derecognition 
 
Financial assets are derecognized when the rights to receive cash flows from the financial assets have 
expired or have been transferred and the Company has transferred substantially all the risks and rewards of 
ownership. Any gain or loss arising on derecognition is recognized directly in profit or loss.  
 
Interest income 
 
Interest income on bank deposits, which is presented net of final taxes paid or withheld, is recognized on 
a time-proportion basis using the effective interest method.  
 
Other income 
 
All other income is recognized when earned or when the right to receive payment is established. 
 
20.3 Financial liabilities 
 
Classification and presentation 
 
The Company’s financial liabilities are classified at (a) amortized cost and (b) fair value through profit or 
loss. Financial liabilities under category (b) comprises of two sub-categories: financial liabilities classified 
as held for trading and financial liabilities designated by the Company as at fair value through profit or 
loss upon initial recognition. Management determines the classification of its financial liabilities at initial 
recognition. 
 
The Company did not hold any financial liabilities at fair value through profit or loss during and at the 
end of each reporting period. 
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The Company’s financial liabilities at amortized cost are contractual obligations which are either to 
deliver cash or another financial asset to another entity or to exchange financial assets or financial 
liabilities with another entity under conditions that are potentially unfavorable to the Company. They are 
included in current liabilities, except for maturities greater than 12 months after reporting date which are 
classified as non-current liabilities.   
 
The Company’s financial liabilities at amortized cost consist of accounts payable and other current 
liabilities (excluding payable to other government agencies) and due to related parties. 
 
Initial recognition and measurement  
 
The Company recognizes a financial liability in the statement of financial position when the Company 
becomes a party to the contractual provision of the instrument. 
 
Financial liabilities measured at amortized costs are initially recognized at fair value plus transaction 
costs.   
 
Subsequent measurement  
 
Financial liabilities not carried at fair value through profit or loss are subsequently measured at amortized 
cost using the effective interest method. Interest expense on financial liabilities is recognized within profit 
or loss. 
 
Derecognition 
 
Financial liabilities are derecognized when it is extinguished, that is, when the obligation specified in a 
contract is settled, discharged or cancelled, or when the obligation expires. 
 
20.4 Fair value measurement 
 
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 of financial and non-financial liabilities takes into account non-performance risk, which is 
the risk that the entity will not fulfill an obligation. 
 
The Company classifies its fair value measurements using a fair value hierarchy that reflects the 
significance of the inputs used in making the measurements. The fair value hierarchy has the following 
levels:  
 
• quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);  
• inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 

either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and  
• inputs for the asset or liability that are not based on observable market data (that is, unobservable 

inputs) (Level 3). 
 
The appropriate level is determined on the basis of the lowest level input that is significant to the fair 
value measurement. 
 
The fair value of financial instruments traded in active markets is based on quoted market prices at the 
reporting period. A market is regarded as active if quoted prices are readily and regularly available from 
an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices 
represent actual and regularly occurring market transactions on an arm’s length basis.  
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The fair value of assets and liabilities that are not traded in an active market (for example,  
over-the-counter derivatives) is determined by using valuation techniques. These valuation techniques 
maximize the use of observable market data where it is available and rely as little as possible on entity 
specific estimates. If all significant inputs required to fair value an instrument are observable, the asset or 
liability is included in Level 2. If one or more of the significant inputs is not based on observable market 
data, the asset or liability is included in Level 3.  
 
The Company has no financial assets and liabilities carried at fair value during and at the end of each 
reporting period. 
 
20.5  Offsetting of financial instruments 
 
Financial assets and liabilities are offset, and the net amount reported in the statement of financial position 
when there is a legally enforceable right to offset the recognized amounts and there is an intention to settle 
on a net basis, or realize the asset and settle the liability simultaneously. The legally enforceable right must 
not be contingent on future events and must be enforceable in the normal course of business and in the 
event of default, insolvency or bankruptcy of the Company or the counterparty. There are no legally 
enforceable offsetting arrangements during and at the end of each reporting date.  
 
20.6 Cash in banks 
 
Cash in banks pertain to deposits held at call with banks. These are carried in the statement of financial 
position at face amount or at nominal amount, which approximates its amortised cost using the effective 
interest rate method. Cash in banks earn interest at prevailing bank deposit rates. 
 
20.7  Trade and other receivables 
 
Trade receivables arising from regular sales with an average credit term of approximately 30 days are 
measured initially at fair value plus transaction costs, which approximates the original invoice amount, and 
subsequently measured at amortized cost less any provision for impairment. If collection is expected in one 
year or less (or in the normal operating cycle of the business if longer), they are classified as current assets.  
If not, they are presented as non-current assets. 
 
Other receivables are recognized initially at fair value and subsequently measured at amortized cost using 
the effective interest method, less any provision for impairment. 
 
Receivables are derecognized when actually collected, written-off, the rights to receive cash flows have 
expired or the Company has transferred substantially all risks and rewards of ownership to the receivable. 
 
20.8   Prepayments and other assets  
 
Prepayments and other assets are recognized in the event that payment has been made in advance of 
obtaining right of access to goods or receipts of services and measured at nominal amounts. These are  
de-recognized in the statement of financial position either with the passage of time or through use or 
consumption. Prepayments and other assets are included in current assets, except when the related goods 
or services are expected to be received or rendered more than 12 months after the reporting period which 
are classified as non-current assets. 
 
20.9   Property and equipment 
 
Property and equipment are recognized at historical cost during initial recognition. Historical cost 
includes expenditures that are directly attributable to the acquisition of the items including the cost of 
bringing the asset to its working condition and location for its intended use.  
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Following initial recognition at cost, all property and equipment are recorded at cost less accumulated 
depreciation and impairment, if any. Subsequent costs are included in the asset’s carrying amount or 
recognized as a separate asset, as appropriate, only when it is probable that future economic benefits 
associated with the item will flow to the Company and the cost of the item can be measured reliably. Major 
renovations are depreciated over the remaining useful life of the related asset or to the date of the next 
major renovation, whichever is sooner. All other repairs and maintenance are expensed in profit or loss 
during the financial period in which they are incurred.  
 
Depreciation of office furniture and equipment is calculated using the straight-line method to allocate the 
cost of the assets over their estimated useful lives of 3 to 5 years. 
 
Fully depreciated assets are retained in the property and equipment accounts until these are retired.  
The assets’ residual values and useful lives are reviewed, and adjusted as appropriate, at each reporting 
period. 
 
An item of property and equipment is derecognized upon disposal or when no future economic benefits are 
expected from its disposal, at which time the cost and their related accumulated depreciation are removed 
from the accounts. An asset’s carrying amount is written down immediately to its recoverable amount if the 
asset’s carrying amount is greater than its estimated recoverable amount (Note 20.10).  
 
Gains or losses on disposals are determined by comparing proceeds with carrying amount and are 
recognized in profit or loss. 
 
20.10 Impairment of non-financial assets 
 
Non-financial assets, mainly property and equipment which are subject to depreciation, and other  
non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable. An impairment loss is recognized for the amount by 
which the asset’s carrying amount exceeds its recoverable amount.  
 
The recoverable amount is the higher of an asset’s fair value less cost to sell and value in use. For the 
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately 
identifiable cash flows (cash-generating units). Impairment losses, if any, are recognized in profit or loss 
within operating expenses. 
 
When impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is 
increased to the revised estimate of its recoverable amount, but the increased carrying amount should not 
exceed the carrying amount that would have been determined had no impairment loss been recognized 
for the asset or cash-generating unit in prior years. A reversal of an impairment loss is recognized 
immediately in other operating income in profit or loss. 
 
20.11 Current and deferred income tax 
  
The tax expense for the period comprises current and deferred income tax (DIT). Tax is recognized in 
profit or loss, except to the extent that it relates to items recognized in other comprehensive income or 
directly in equity. In this case, the tax is also recognized in other comprehensive income or directly in 
equity, respectively. 
 
Current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at 
reporting date where the Company operates and generates taxable income. Management periodically 
evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is 
subject to interpretation and establishes provisions where appropriate on the basis of amounts expected 
to be paid to the tax authorities. 
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DIT is provided in full, using the liability method, on temporary differences arising between the tax bases 
of assets and liabilities and their carrying amounts in the financial statements. However, DIT is not 
accounted for if it arises from initial recognition of an asset or liability in a transaction, other than a 
business combination, that at the time of the transaction affects either accounting nor taxable profit or 
loss. DIT is determined using tax rates (and laws) that have been enacted or substantively enacted by the 
reporting date and are expected to apply when the related DIT asset is realized or the DIT liability is 
settled. 
 
DIT liabilities are recognized for all temporary differences that are expected to increase taxable profit in 
the future. DIT assets are recognized for all temporary differences that are expected to reduce taxable 
profit in the future to the extent that it is probable that future taxable profit will be available against 
which the temporary differences and unused tax losses and tax credits can be utilized. The Company  
re-assesses at each reporting period the need to derecognize a previously recognized DIT asset. 
 
DIT assets and liabilities are offset when there is a legally enforceable right to offset current tax assets 
against current tax liabilities and when the DIT assets and liabilities relate to income taxes levied by the 
same taxation authority on either the taxable entity or different taxable entities where there is an 
intention to settle the balances on a net basis. 
 
DIT expense or credit is recognized for changes in DIT assets and liabilities during the reporting periods. 
Income tax expense includes income tax as currently payable and those deferred because of temporary 
differences in the financial and tax reporting bases of assets and liabilities, and unused tax losses and tax 
credits. 
 
DIT assets and liabilities are derecognized when the related temporary difference are realized or settled. 
 
20.12 Trade payables and other liabilities     
 
Trade payables and other liabilities are recognized in the period in which the related money, goods or 
services are received or when a legally enforceable claim against the Company is established. These are 
recognized initially at invoice amount, which approximates fair value plus transaction costs and 
subsequently measured at amortized cost using the effective interest method. 
 
Trade payables and other liabilities are derecognized when the obligation under the liability is discharged, 
cancelled or expired. 
 
20.13  Equity 
 
Share capital 
 
Common shares are classified as equity. 
 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a 
deduction from the proceeds, net of tax. 
 
Share premium 
 
Any amount received by the Company in excess of the par value of its shares is credited to share premium 
which forms part of the non-distributable reserves of the Company and can be used only for purposes 
specified under the corporate legislation. 
 
Retained earnings 
 
Retained earnings represent the accumulated result of the operations of the Company, less any dividends 
declared. 
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20.14   Dividend distribution 
 
Dividend distribution to the Company’s shareholders is recognized as a liability in the Company’s financial 
statements in the period in which the dividends are approved by the Company’s BOD. 
 
20.15   Revenue recognition 
 
The following is a description of principal activities from which the Company generates its revenue. 
 
Service revenue 
 
Revenue from services rendered is recognized in profit or loss in proportion to the stage of completion of the 
transaction at the reporting period. 
 
Barter transactions, if any, representing advertisements exchanged for merchandise or services, are carried 
at fair value of the consideration received and are included in advertising revenue in profit or loss. The 
related merchandise or service vouchers are treated as other assets and derecognized when utilized or 
otherwise disposed. These assets are classified as current except when the expected benefit from such would 
be recovered after more than 12 months from reporting period. 
 
20.16    Costs and expenses 
 
Costs and expenses are charged to profit or loss in the period in which these are incurred. 
 
20.17   Employee benefits 
 
Short-term benefits 
 
Provision is made for benefits accruing to employees in respect of vacation and sick leave benefits when it 
is probable that settlement will be required, and they are capable of being measured reliably. Provisions 
made in respect of employee benefits expected to be settled within 12 months, are measured at their 
nominal values using the remuneration rate expected to apply at the time of settlement. Provisions made 
in respect of employee benefits which are not expected to be settled within 12 months are measured at the 
present value of the estimated future cash outflows to be made by the Company in respect of services 
provided by employees up to reporting period. 
 
Retirement benefits 
 
The Company adopted a formal non-contributory retirement plan for the benefit of its qualified 
employees which was approved on January 26, 2015. Under the Company’s Retirement Plan, an 
employee with the age of 60 years and with at least 5 years of service will receive a sum equivalent to 
100% of his monthly salaries for every year of service.  
 
A defined benefit plan is a retirement plan that defines an amount of retirement benefit that an employee 
will receive on retirement, usually dependent on one or more factors such as age, years of service or 
compensation. The liability recognized in the statement of financial position in respect of defined benefit 
retirement plan is the present value of the defined benefit obligation at the end of the reporting period. 
The defined benefit obligation is calculated annually by independent actuaries using the projected unit 
credit method. The present value of the defined benefit obligation is determined by discounting the 
estimated future cash outflows using interest rates of government bonds that are denominated in the 
currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of 
the related retirement obligation.  
 
Remeasurements arising from experience adjustments and changes in actuarial assumptions are charged 
or credited to equity in the period in which they arise. 
 
Past-service costs are recognized immediately in profit or loss. 
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Termination benefits 
 
Termination benefits are payable when employment is terminated by the Company before the normal 
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits. 
The Company recognizes termination benefits at the earlier of the following dates: (a) when the Company 
can no longer withdraw the offer of those benefits; and (b) when the entity recognizes costs for a 
restructuring that is within the scope of PAS 37 and involves the payment of termination benefits. In the 
case of an offer made to encourage voluntary redundancy, the termination benefits are measured based 
on the number of employees expected to accept the offer. Benefits falling due more than 12 months after 
the end of the reporting period are discounted to their present value. 
 
20.18   Leases (where the Company is the lessee) 
 
Assets and liabilities arising from a lease are initially measured on a present value basis. The interest 
expense is recognized in the profit or loss over the lease period so as to produce a constant periodic rate of 
interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated 
over the shorter of the asset's useful life and the lease term on a straight-line basis. 
 
(i) Measurement of lease liabilities 
 
Lease liabilities include the net present value of the following lease payments: 
 
• fixed payments (including in-substance fixed payments), less any lease incentives receivable 
• variable lease payment that are based on an index or a rate 
• amounts expected to be payable by the lessee under residual value guarantees 
• the exercise price of a purchase option if the lessee is reasonably certain to exercise that option 
• payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that 

option 
 
Lease payments to be made under reasonably certain extension options are also included in the 
measurement of the liability. 
 
The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be 
readily determined, which is generally the case for the Company’s leases, the lessee’s incremental 
borrowing rate is used, being the rate that the individual lessee would have to pay to borrow the funds 
necessary to obtain an asset of similar value to the right-of-use asset in a similar economic environment 
with similar terms, security and conditions. 
 
To determine the incremental borrowing rate, the Company used the prevailing interest rate inquired 
from the bank, i.e. 6%.  
 
Lease payments are allocated between principal and interest expense. The interest expense is charged to 
profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining 
balance of the liability for each period. 
 
(ii) Measurement of right-of-use assets 
 
Right-of-use assets are measured at cost comprising the following: 
 
• the amount of the initial measurement of lease liability, 
• any lease payments made at or before the commencement date less any lease incentives received, 
• any initial direct costs, and 
• restoration costs. 
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Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term 
on a straight-line basis. If the Company is reasonably certain to exercise a purchase option, the  
right-of-use asset is depreciated over the underlying asset’s useful life.  
 
(iii) Extension and termination options 
 
In determining the lease term, management considers all facts and circumstances that create an economic 
incentive to exercise an extension option, or not exercise a termination option. Extension options (or 
periods after termination options) are only included in the lease term if the lease is reasonably certain to 
be extended (or not terminated). The lease term is reassessed if an option is actually exercised (or not 
exercised) or the Company becomes obliged to exercise (or not exercise) it. The assessment of reasonable 
certainty is revised only if a significant event or a significant change in circumstances occurs, which 
affects this assessment, and that is within the control of the lessee.  
 
(iv)  Short-term leases and leases of low-value assets 
 
Payments associated with short-term leases and leases of low-value assets are recognized on a  
straight-line basis as an expense in the profit or loss. Short-term leases are leases with a lease term of 12 
months or less. Low-value asset identified pertain to the lease term with RFM Corporation for an office 
space (Note 13).  
 
20.19 Provisions  
 
Provisions are recognized: when the Company has a present legal or constructive obligation as a result of 
past events; it is probable that an outflow of resources will be required to settle the obligation; and the 
amount has been reliably estimated. Provisions are not recognized for future operating losses. 
 
Where there are a number of similar obligations, the likelihood that an outflow will be required in 
settlement is determined by considering the class of obligations as a whole. A provision is recognized even 
if the likelihood of an outflow with respect to any one item included in the same class of obligations may 
be small. 
 
Provisions are measured at the present value of the expenditures expected to be required to settle the 
obligation using a pre-tax rate that reflects current market assessments of the time value of money and 
the risks specific to the obligation. The increase in the provision due to passage of time is recognized as 
interest expense in profit or loss. 
 
Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best 
estimate. If it is no longer probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation, the provision is reversed and derecognized. 
 
20.20 Related party relationships and transactions 
 
Related party relationship exists when one party has the ability to control, directly or indirectly through 
one or more intermediaries, the other party or exercises significant influence over the other party in 
making financial and operating decisions. Such relationship also exists between and/or among entities 
which are under common control with the reporting enterprise, or between and/or among entities which 
are under control with the reporting enterprise and its key management personnel, directors, or its 
shareholders. In considering each possible related party relationship, attention is directed to the 
substance of the relationship, and not merely the legal form. 
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20.21  Functional and presentation currency and transaction 
 
Functional and presentation currency 
 
Items included in the financial statements of the Company are measured using the currency of the 
primary economic environment in which the Company operates (the ‘functional currency’). The financial 
statements are presented in Philippine Peso, which is the Company’s functional and presentation 
currency. 
 
Transactions and balances 
 
Foreign currency transactions are translated into Philippine Peso using the exchange rates prevailing at 
the dates of the transactions or valuation where items are remeasured. Foreign exchange gains and losses 
resulting from the settlement of such transactions and from the translation at year-end exchange rates of 
monetary assets and liabilities denominated in foreign currencies are recognized in profit or loss. 
 
20.22   Subsequent events 
 
Post year-end events that provide additional information about the Company’s position at the reporting 
date (adjusting events) are reflected in the financial statements.  Post year-end events that are not 
adjusting events are disclosed in the notes to the financial statements when material. 
 
Note 21 - Supplementary information required by the Bureau of Internal Revenue (BIR) 
 
On December 28, 2010, Revenue Regulations (RR) No. 15-2010 became effective and amended certain 
provisions of RR No. 21-2002 prescribing the manner of compliance with any documentary and/or 
procedural requirements in connection with the preparation and submission of financial statements and 
income tax returns. Section 2 of RR No. 21-2002 was further amended to include in the Notes to 
Financial Statements information on taxes, duties and license fees paid or accrued during the year in 
addition to what is mandated by PFRS. 
 
Below is the additional information required by RR No. 15-2010: 
 
(i)  Output value-added tax (VAT) 
 
Output VAT declared for the year ended December 31, 2022 and the gross revenues upon which the same 
was based consist of: 
 

 
Gross receipt of 

revenues, net of VAT 
Output VAT 

declared 
Subject to 12% VAT 40,385,498 4,846,260 
Zero-rated sales 37,520,669 - 
Exempt sales 316,500 - 
 78,222,667 4,846,260 

 
The gross revenues shown above are based on gross receipts of the Company for VAT purposes while 
gross revenue amounting to P84,567,757 (Note 9) are measured in accordance with the policy in  
Note 20.15. 
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(ii)  Input VAT 
 
Movements in input VAT for the year ended December 31, 2022 are as follows: 
  
Beginning balance  19,800    
Current year’s domestic purchases:   

Domestic purchases of goods other than capital goods  - 
Domestic purchase of services  1,266,246 

  1,286,046 
Application of output vat  (1,282,446) 
End of the year  3,600 

 
(iii)  Other taxes and licenses 
 
All other local and national taxes paid for the year ended December 31, 2022 consist of: 
 
Business tax           1,291,539  

 
The above local and national taxes are presented as taxes and licenses in the statement of total 
comprehensive income within operating expenses (Note 11). 
 
(iv) Withholding taxes 
 
Withholding taxes accrued and paid as at and for the year ended December 31, 2022 consist of: 
 
 Paid Accrued Total 
Compensation withholding tax  1,978,622 148,552 2,127,174 
Expanded withholding tax 441,993 50,896 492,889 
 2,420,615 199,448 2,620,063 

 
Accrued withholding taxes are presented as withholding tax payable within accounts payable and other 
liabilities in the statement of financial position (Note 7). 
 
(v) Tax assessments 
 
The Company does not have any outstanding tax assessments as at and for the year ended  
December 31, 2022. 
 
(vi) Tax cases 
 
The Company does not have any outstanding tax cases under preliminary investigation, litigation and/or 
prosecution in courts or bodies outside the BIR as at and for the year ended December 31, 2022. 
 
 


