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 PFRS 14, Regulatory Deferral Accounts 

 PAS 1, Presentation of Financial Statements - Disclosure Initiative (Amendments) 

 PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants 

 PAS 16, Property, Plant and Equipment and PAS 38, Intangible Assets - Clarification of 

Acceptable Methods of Depreciation and Amortization (Amendments) 

 PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements 

(Amendments) 

 Annual Improvements to PFRSs (2012-2014 cycle) 

 PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in 

Methods of Disposal 

 PFRS 7, Financial Instruments: Disclosures - Servicing Contracts 

 PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim Financial 

Statements 

 PAS 19, Employee Benefits - Regional Market Issue regarding Discount Rate 

 PAS 34, Interim Financial Reporting - Disclosure of Information ‘Elsewhere in the Interim 

Financial Report’ 

 

 Effective January 1, 2018 

 PFRS 9, Financial Instruments 

In July 2014, the International Accounting Standards Board (IASB) issued the final version of 

International Financial Reporting Standards (IFRS) 9, Financial Instruments. The new standard 

(renamed as PFRS 9) reflects all phases of the financial instruments project and replaces PAS 39, 

Financial Instruments: Recognition and Measurement, and all previous versions of PFRS 9.  The 

standard introduces new requirements for classification and measurement, impairment, and 

hedge accounting.  PFRS 9 is effective for annual periods beginning on or after January 1, 2018, 

with early application permitted.  Retrospective application is required, but providing 

comparative information is not compulsory.  For hedge accounting, the requirements are 

generally applied prospectively, with some limited exceptions.  Early application of previous 

versions of PFRS 9 (2009, 2010 and 2013) is permitted if the date of initial application is before 

February 1, 2015.  The Group did not early adopt PFRS 9. 

 

The adoption of PFRS 9 will have an effect on the classification and measurement of the Group’s 

financial assets and impairment methodology for financial assets, but will have no impact on the 

classification and measurement of the Group’s financial liabilities.  The Group is currently 

assessing the impact of adopting this standard. 

 

In addition, the IASB has issued the following new standards that have not yet been adopted locally 

by the SEC and FRSC.  The Group is currently assessing the impact of these new standards and plans 

to adopt them on their required effective dates once adopted locally. 

 

 IFRS 15, Revenue from Contracts with Customers 

IFRS 15 was issued in May 2014 by the IASB and establishes a new five-step model that will 

apply to revenue arising from contracts with customers.  Under IFRS 15, revenue is recognized 

at an amount that reflects the consideration to which an entity expects to be entitled in exchange 

for transferring goods or services to a customer.  The principals in  

IFRS 15 provide a more structured approach to measuring and recognizing revenue.  The new 

revenue standard is applicable to all entities and will supersede all current revenue recognition 

requirements under IFRS.  Either a full or modified retrospective application is required for 

annual periods beginning on or after January 1, 2018.  Early adoption is permitted.   
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The Group is engaged in selling activities of real estate projects while construction is in progress 

or even before it has started.  The standard is expected to impact the revenue recognition on these 

precompleted real estate sales whether revenue will be recognized at a point-in-time or over time.  

If there will be a change in revenue recognition, this will also impact the corresponding costs, 

and the related trade receivables, deferred tax liabilities and retained earnings account.  The 

Group is currently assessing the impact of IFRS 15 and plans to adopt the new standard on the 

required effective date once adopted locally. 

 

 IFRS 16, Leases  

On January 13, 2016, the IASB issued its new standard, IFRS 16, Leases, which replaces  

IAS 17, the current leases standard, and the related Interpretations. 

 

Under the new standard, lessees will no longer classify their leases as either operating or finance 

leases in accordance with IAS 17.  Rather, lessees will apply the single-asset model.  Under this 

model, lessees will recognize the assets and related liabilities for most leases on their statements 

of financial position, and subsequently, will depreciate the lease assets and recognize interest on 

the lease liabilities in their profit or loss.  Leases with a term of 12 months or less or for which 

the underlying asset is of low value are exempted from these requirements.  

 

The accounting by lessors is substantially unchanged as the new standard carries forward the 

principles of lessor accounting under IAS 17.  Lessors, however, will be required to disclose 

more information in their financial statements, particularly on the risk exposure to residual value. 

 

The new standard is effective for annual periods beginning on or after January 1, 2019.  Entities 

may early adopt IFRS 16 but only if they have also adopted IFRS 15.  When adopting IFRS 16, 

an entity is permitted to use either a full retrospective or a modified retrospective approach, with 

options to use certain transition reliefs.  The Group is currently assessing the impact IFRS 16 and 

plans to adopt the new standard on the required effective date once adopted locally. 

 

 

3. Equity 
 

Capital Stock 

As of June 30, 2016 and December 31, 2015, the Parent Company’s capital stock consists of: 
 

 2016 

 Shares Amount 

Preferred stock - P=1 par value   

 Authorized: 100,000 P=100,000 

 Issued and outstanding:   

 Balance at beginning and end of year 4 P=4 

Common stock - P=1 par value   

 Authorized: 19,900,000 P=19,900,000 

 Issued and outstanding:   

 Balance at beginning and end of year 13,277,470 P=13,277,470 

 

 2015 

 Shares Amount 

Preferred stock - P=1 par value   

 Authorized: 100,000 P=100,000 
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 Issued and outstanding:   

 Balance at beginning and end of year 4 P=4 

Common stock - P=1 par value   

 Authorized: 19,900,000 P=19,900,000 

 Issued and outstanding:   

 Balance at beginning and end of year 13,277,470 P=13,277,470 

 

The preferred stock is redeemable, convertible, non-voting, non-participating and cumulative with par 

value of P=1.00 per share.  The preferred shareholders’ right of converting the preferred shares to 

common shares expired in March 2002.   

 

On December 18, 1995, the Parent Company launched its Initial Public Offering where a total of 1.13 

billion common shares were offered at an offering price of P=9.12 per share.   

 

Increase in Authorized Capital Stock 

On August 5, 2014, the SEC approved the increase in authorized capital stock of the Parent Company 

from P=6,000.00 million divided into P=5,900.00 million common shares and  

P=100.00 million preferred shares both with par value of P=1.00 per share, to P=20,000.00 million 

divided into P=19,900.00 million common shares and P=100.00 million preferred shares both with a par 

value of P=1.00 per share. 

 

Retained Earnings 

On May 11, 2016, the BOD approved the declaration of (1) regular cash dividends in the amount of P=

0.24 per common share or a total of P=3,186.59 million; and (2) special cash dividends of  

P=0.24 per common share or a total of P=3,186.59 million, or a grand total of P=6,373.19 million out of 

the unrestricted retained earnings of the Parent Company as of December 31, 2015, in favor of the 

common stockholders of record as of May 27, 2016, and was paid on June 10, 2016. 

 

On May 14, 2015, the BOD approved the declaration of (1) regular cash dividends in the amount of P=

0.24 per common share or a total of P=3,186.59 million; and (2) special cash dividends of  

P=0.24 per common share or a total of P=3,186.59 million, or a grand total of P=6,373.19 million out of 

the unrestricted retained earnings of the Parent Company as of December 31, 2014, in favor of the 

common stockholders of record as of May 29, 2015, and was paid on June 10, 2015. 

 

 

Capital Management 

The primary objective of the Group’s capital management strategy is to ensure that it maintains a 

strong credit rating and healthy capital ratios in order to support its business and maximize 

shareholder value. 

 

The Group manages its capital structure and makes adjustments to it, in light of changes in economic 

conditions.  To maintain or adjust the capital structure, the Group may adjust the dividend payment to 

shareholders or issue new shares.  There were no changes made in the  

Group’s capital management objectives, policies or processes.  The Group considers total 

stockholders’ equity as capital.  Equity, which the Group considers as capital, pertains to the equity 

attributable to equity holders of the Group less unrealized gain or loss on AFS financial assets. 

 

 The Group is not subject to any externally imposed capital requirements. 
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4. Business Segments 
 

The following tables present the net income of the specific business segments for the period ended 

June 30, 2016 and 2015: 

 

 Segment Revenues 

 For the period   

(in PHP Millions) June 2016 June 2015 Variance % 

Semirara Mining and Power Corporation P=16,558 P=13,717 P=2,841 21% 

DMCI Homes 6,393 6,992 (599) -9% 

D.M. Consunji, Inc. 5,487 6,372 (885) -14% 

DMCI Mining 1,144 2,166 (1,022) -47% 

DMCI Power (SPUG) 1,141 1,077 64 6% 

Parent and others 119 144 (25) -17% 

 P=30,842 P=30,468 374 1% 

 

Net income after non-controlling interests 

 For the period   

(in PHP Millions) June 2016 June 2015 Variance % 

Semirara Mining and Power Corporation P=3,588 P=2,670 P=918 34% 

Maynilad 1,097 1,148 (51) -4% 

DMCI Homes 708 1,717 (1,009) -59% 

D.M. Consunji, Inc. 397 333 64 19% 

DMCI Power (SPUG) 241 215 26 12% 

DMCI Mining 57 454 (397) -87% 

Parent and others 42 52 (10) -19% 

Core net income 6,130 6,589 (459) -7% 

One time gain on partial sale of Subic 

 Water shares, net of tax 111 

 

 

 

111 100% 

 P=6,241 P=6,589 (P=348) -5% 

 

 

5. Operating Expenses 
 

The following tables present the consolidated operating expenses for the period ended  

June 30, 2016 and 2015: 

 

 2016 2015 

Government share P=1,840,859 1,353,186 

Taxes and licenses 543,593 307,033 

Salaries, wages and employee benefits 493,482 503,107 

Commission 349,217 330,213 

Advertising and marketing 319,436 340,190 

Outside services 315,435 334,871 

Repairs and maintenance 257,780 141,850 

Depreciation, depletion and amortization 255,253 297,034 

Supplies 82,072 72,152 

Communication, light and water 55,042 72,524 

Insurance 50,804 55,522 
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 2016 2015 

Transportation and travel 42,289 51,812 

Entertainment, amusement and recreation 37,465 42,867 

Excise taxes 24,805 42,262 

Environment and community development 24,062 23,351 

Rent 23,667 46,807 

Association dues 16,779 40,352 

Royalties 11,027 21,589 

Provision for doubtful accounts 7,192  
Miscellaneous expense 361,985 121,527 

 P=5,112,244 P=4,198,249 

 

 

6. Summarized Financial Information of Interests in Related Entities 
 

Financial information as of and for the period ended June 30, 2016 and December 31, 2015 on the 

Group’s subsidiary with material non-controlling interest (NCI) follows: 

 

Semirara Mining and Power Corporation and Subsidiaries 

 
June 30, 

2016 

December 31, 

2015 

Statements of Financial Position   

Current assets P=16,861,453 P=15,092,708 

Noncurrent assets 43,665,912 42,064,329 

Current liabilities 15,819,361 15,555,722 

Noncurrent liabilities 15,674,463 14,700,233 

Equity 29,033,541 26,901,082 

   

 June 30, 2016 June 30, 2015 

Statements of Comprehensive Income   

Revenue P=16,558,704 P=13,716,579 

Net income 6,363,341 4,707,520 

Other comprehensive income   
Total comprehensive income 6,363,341 4,707,520 
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Financial information as of and for the period ended June 30, 2016 and December 31, 2015 on the 

Group’s material interest in associate follows: 

 

Maynilad Water Holdings Company, Inc. and Subsidiaries 

 
June 30, 

2016 

December 31, 

2015 

Statements of Financial Position   

Current assets P=13,049,160 P=14,869,002 

Noncurrent assets 79,261,666 77,767,444 

Current liabilities 13,548,947 14,726,877 

Noncurrent liabilities 31,778,845 33,228,991 

Equity 46,983,034 44,680,578 

   

 June 30, 2016 June 30, 2015 

Statements of Comprehensive Income   

Revenue P=10,120,113 P=9,335,736 

Net income 4,034,828 4,222,867 

Other comprehensive income   
Total comprehensive income 4,034,828 4,222,867 

 

Investment in Maynilad Water Holdings Company, Inc. (MWHCI) is accounted for using the equity 

method.  For the period ended June 30, 2016 and 2015, the Company received dividends from 

MWHCI amounting to P=510.42 million and P=505.73 million, respectively.  Equity in net earnings in 

the six months ended amounted to P=1,097.07 million in 2016 and P=1,148.20 million in 2015.   

 

Financial information as of and for the period ended June 30, 2016 and December 31, 2015 on the 

Group’s immaterial interest in associate follows: 

 

Subic Water 

On January 22, 1997, PDI subscribed to 3.26 million shares at the par value of P=10 per share for an 

aggregate value of P=32.62 million in Subic Water, a joint venture company among Subic Bay 

Metropolitan Authority (SBMA), a government-owned corporation, Olongapo City Water District, 

and Cascal Services Limited (a company organized under the laws of England).  

 

On March 23, 2016, the Group sold 915,580 shares in Subic Water to the City of Olongapo for a total 

consideration of P=210.58 million resulting to a gain on partial sale of investment amounting to P=

131.41 million.  The shares represent 10% of the outstanding capital stock of Subic Water. The Group 

still owns a total of 30% of Subic Water's outstanding capital stock after the sale.  

 

The investment in Subic Water is accounted for as an investment in an associate using the equity 

method.  The carrying amount of the investment in associate amounted to P=216.31 million and  

P=299.02 million as of June 30, 2016 and December 31, 2015, respectively.  The unaudited share in net 

earnings amounted to P=31.46 million and P=36.0 million for the period ended June 30, 2016 and 2015, 

respectively. 

 

 

7. Earnings Per Share 
 

The following table presents information necessary to calculate basic and diluted earnings per share 

on net income attributable to equity holders of the Parent Company (in thousands except basic 

earnings per share):  
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Basic/diluted earnings per share 

 

 
For the period 

(2016) 

For the period 

(2015) 

For 2
nd

 Quarter 

(2016) 

For 2
nd

 Quarter 

(2015) 

Net income attributable to 

equity holders of Parent 

Company P=6,241,091 P=6,589,310 P=3,204,585 P=3,530,035 

Divided by weighted average 

number of common 

shares 13,277,470 13,277,470 13,277,470 13,277,470 

Basic and diluted earnings 

per share P=0.47 P=0.50 P=0.24 P=0.27 

 

 

8. Related Party Transactions 

 

Related parties are considered to be related if one party has the ability, directly or indirectly, to control 

the other party or exercise significant influence over the other party in making the financial and 

operating decisions.  Parties are also considered to be related if they are subject to common control or 

common significant influence.  Related parties may be individuals or corporate entities. 

 

Transactions entered into by the Group with related parties are at arm’s length and have terms similar 

to the transactions entered into with third parties.  In the regular course of business, the Group’s 

significant transactions with related parties include the following: 

 

a. Comprehensive surety, corporate and letters of guarantee issued by the Group for various credit 

facilities granted to and for full performance of certain obligations by certain related parties. 

 

b. Certain assets of the Group, associates and other related parties were placed under 

accommodation mortgages to secure the indebtedness of the Group, its associates and other 

related parties. 

 

c. Engineering and construction works of the water business is contracted to the construction 

segment of the Group.  These projects are bid out to various contractors and are awarded on arms 

length transactions.  The interrelated contracts amounted to P=4,519 million and  

P=4,490 million as of June 30, 2016 and 2015 respectively, while booked revenues from these 

contracts amounted to P=505 million and P=333 million for the period ended June 30, 2016 and 

2015, respectively. 

 

d. An affiliate had transactions with the Group for services rendered relating to the Group's coal 

operations.  These include services for the confirmatory drilling for coal reserve and evaluation of 

identified potential areas, exploratory drilling of other minerals within the Island, dewatering well 

drilling along cut-off wall of Panian mine and fresh water well drilling for industrial and domestic 

supply under an agreement. 

 

The affiliate also provides to the group marine vessels for use in the delivery of coal to its various 

customers.  The coal freight billing is on a per metric ton basis plus demurrage charges when 

delay will be incurred in the loading and unloading of coal cargoes. 

 

e. An affiliate of the Group transports visitors and employees from point to point in relation to the 
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Group's ordinary course of business and vice versa and bills the related party for the utilization 

costs of the aircrafts. 

 

 

9. Financial Risk Management Objectives and Policies 
 

The Group’s principal financial instruments comprise interest-bearing loans and borrowings.  The 

main purpose of these financial instruments is to raise financing for its operations and capital 

expenditures.  The Group has various other financial assets and liabilities, such as receivables and 

payables which arise directly from its operations. 

 

The main risks arising from the use of financial instruments are liquidity risk, market risk and credit 

risk.  The Group’s BOD reviews and approves policies for managing each of these risks and they are 

summarized below. 

 

a. Liquidity Risk 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated 

with financial liabilities.  The Group seeks to manage its liquidity profile to be able to service its 

maturing debts and to finance capital requirements.  The Group maintains a level of cash and cash 

equivalents deemed sufficient to finance operations. 

 

A significant part of the Group’s financial assets that are held to meet the cash outflows include 

cash equivalents and accounts receivables.  Although accounts receivables are contractually 

collectible on a short-term basis, the Group expects continuous cash inflows.  In addition, 

although the Group’s short-term deposits are collectible at a short notice, the deposit base is stable 

over the long term as deposit rollovers and new deposits can offset cash outflows. 

 

Moreover, the Group considers the following as mitigating factors for liquidity risk: 

 It has available lines of credit that it can access to answer anticipated shortfall in sales and 

collection of receivables resulting from timing differences in programmed inflows and 

outflows. 

 It has very diverse funding sources.  

 It has internal control processes and contingency plans for managing liquidity risk.  Cash flow 

reports and forecasts are reviewed on a weekly basis in order to quickly address liquidity 

concerns.  Outstanding trade receivables are closely monitored to avoid past due collectibles. 

 

 The Group regularly evaluates its projected and actual cash flows.  It also continuously 

assesses conditions in the financial markets for opportunities to pursue fund-raising activities.  

Fund-raising activities may include bank loans and capital market issues both on-shore and 

off-shore which is included in the Group’s corporate planning for liquidity management. 

 

b. Market Risk 

Market risk is the risk of loss to future earnings, to fair values or to future cash flows that may 

result from changes in the price of a financial instrument. The value of a financial instrument may 

change as a result of changes in equity prices, market prices, interest rates and foreign currency 

exchange rates. 

 

The sensitivity analyses have been prepared on the following bases: 

 Equity price risk - movements in equity indices 

 Market price risk - movements in one-year historical coal and nickel prices 
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 Interest rate risk - market interest rate on unsecured bank loans 

 Foreign currency risk - yearly movement in the foreign exchange rates 

 

The assumption used in calculating the sensitivity analyses of the relevant income statement item 

is the effect of the assumed changes in respective market risks.  This is based on the financial 

assets and financial liabilities held at June 30, 2016 and December 31, 2015. 

 

Equity Price Risk 

The Group’s equity price risk exposure at year-end relates to financial assets whose values will 

fluctuate as a result of changes in market prices, principally, equity securities classified as AFS 

financial assets. 

 

Quoted securities are subject to price risk due to changes in market values of instruments arising 

either from factors specific to individual instruments or their issuers or factors affecting all 

instruments traded in the market.  The Group’s market risk policy requires it to manage such risks 

by setting and monitoring objectives and constraints on investments; diversification plan; and 

limits on investment in each industry or sector. 

 

The effect on equity as a result of a change in fair value of quoted equity instruments held as AFS 

investments as of June 30, 2016 due to a reasonably possible change in equity indices, with all 

other variables held constant, will have an increase on equity by P=14.72 million if equity indices 

will increase by 15%. An equal change in the opposite direction would have decreased equity by 

the same amount. 

 

Commodity Price Risk 

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market prices (other than those arising from interest rate risk or currency 

risk), whether those changes are caused by factors specific to the individual financial instrument 

or its issuer, or factors affecting all similar financial instruments traded in the market. 

 

Coal 

The price that the Group can charge for its coal is directly and indirectly related to the price of 

coal in the world coal market.  In addition, as the Group is not subject to domestic competition in 

the Philippines, the pricing of all of its coal sales is linked to the price of imported coal.  World 

thermal coal prices are affected by numerous factors outside the Group’s control, including the 

demand from customers which is influenced by their overall performance and demand for 

electricity.  Prices are also affected by changes in the world supply of coal and may be affected by 

the price of alternative fuel supplies, availability of shipping vessels as well as shipping costs.  

 

As the coal price is reset on a periodic basis under coal supply agreements, this may increase its 

exposure to short-term coal price volatility. 

 

There can be no assurance that world coal prices will be sustained or that domestic and 

international competitors will not seek to replace the Group in its relationship with its key 

customers by offering higher quality, better prices or larger guaranteed supply volumes, any of 

which would have a materially adverse effect on the Group’s profits. 

 

To mitigate this risk, the Group continues to improve the quality of its coal and diversify its 

market from power industry, cement industry, other local industries and export market.  This will 

allow flexibility in the distribution of coal to its target customers in such manner that minimum 

target average price of its coal sales across  all its customers will still be achieved.  Also, in order 
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to mitigate any negative impact resulting from price changes, it is the Group’s policy to set 

minimum contracted volume for customers with long term supply contracts for each given period 

(within the duration of the contract) and pricing is negotiated on a monthly basis to even out the 

impact of any fluctuation in coal prices, thus, protecting its target margin.  The excess volumes are 

allocated to spot sales which may command different price than those contracted already since the 

latter shall follow pricing formula per contract.  

 

Nevertheless, on certain cases temporary adjustments on coal prices with reference to customers 

following a certain pricing formula are requested in order to recover at least the cost of coal if the 

resulting price is abnormally low vis-à-vis cost of production (i.e., abnormal rise in cost of fuel, 

foreign exchange). 

 

Below are the details of the Group’s coal sales to the domestic market and to the export market (as 

a percentage of total coal sales volume): 

 

 
June 30, 

2016 

December 31, 

2015 

Domestic market 40.39% 45.82% 

Export market 59.61% 54.18% 

 

The following table shows the effect on income before income tax should the change in the prices 

of coal occur based on the inventory of the Group as of June 30, 2016 and  

December 31, 2015 with all other variables held constant.  The change in coal prices used in the 

simulation assumes fluctuation from the lowest and highest price based on one-year historical 

price movements in 2016 and 2015. 

 

 Effect on income before income tax 

Change in coal price 
June 30, 

2016 

December 31, 

2015 

Based on ending coal inventory   

Increase by 28% in 2016 and 15% in 2015 P=589,521,748 P=416,498,009 

Decrease by 28% in 2016 and 15% in 2015 (589,521,748) (416,498,009) 

   

Based on coal sales volume   

Increase by 28% in 2016 and 15% in 2015 3,156,661,212 2,452,398,481 

Decrease by 28% in 2016 and 15% in 2015 (3,156,661,212) (2,452,398,481) 

 

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market interest rates.  The Group’s exposure to market risk for 

changes in interest rates relates primarily to the Group’s long-term debt obligations.  The Group’s 

policy is to manage its interest cost using a mix of fixed and variable rate debt. 

 

The following table demonstrates the sensitivity of the Group’s profit before tax to a reasonably 

possible change in interest rates, with all variables held constant, through the impact on floating 

rate borrowings: 
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impairment allowance, if any. 

 

Financial liabilities 

The fair values of accounts and other payables and accrued expenses and payables to related parties 

approximate their carrying amounts as of reporting dates due to the short-term nature of the 

transactions. 

 

Estimated fair value of long-term fixed rate loans and liabilities for purchased land are based on the 

discounted value of future cash flows using the applicable rates for similar types of loans with 

maturities consistent with those remaining for the liability being valued.  For floating rate loans, the 

carrying value approximates the fair value because of recent and regular repricing (quarterly) based on 

market conditions. 

 

Fair Value Hierarchy 

The Group uses the following hierarchy for determining and disclosing the fair value of financial 

instruments by valuation technique: 

 

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities 

 

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair 

value are observable, either directly or indirectly 

 

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that 

are not based on observable market data. 

 

Fair values of receivables, long-term debt, liabilities for purchased land and investment properties are 

based on level 3 inputs while that of quoted AFS financial assets and financial assets at FVPL are 

from level 1 inputs. 

 


	undefined:    August 12, 2016


