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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

1. For the six months ended 30 June 2015

2. Commission identification number: AS093-08127

3. BIR Tax Identification No. 002-834-075-000

4, Exact namc of registrant as specified in its charter; APC GROUP, INC.

5. Provinee, country or other jurisdiction of incorporation or organization: PHILIPPINES
6. Industry Classification Code: [ | (SEC Use Only)

7. Address of registrant’s principal office:

8th Floor, Philcom Bldg., 8755 Paseo de Roxas, Makati City
Paostal Code 1226

8 Registrant’s telephone number, including arca code: (632) 845-0614
9. Former name, former address and former fiscal year, if changed since last repori: N/ A

10. Securities registered pursuant to Sections in Securities Regulation Code

Mumber of shares of stock
Title of each class outstanding
Common Stock, #1.00 par value 7.,504,203.997

11. Are any or all of the Securities listed on the Philippine Stock Exchange? Yes
12. Indicate whether the registrant:

a) Has filed all reports required to be filed by Section 17 of the Code and SRC Rule 17
thereunder or Sections 11 of the SRC and SRC Rule 11(a)-1 thercunder, and Sections
26 and 141 of the Corporation Code of the Philippines, during the preceding 12 months
(or for such shorter period the registrant was required to file such reports).
Yes

b) Has been subject to such filing requirements for the past 90 days.
Yes
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APCGROUP INC.

APC GROUP, INC.

MANAGEMENT'S DISCUSSION AND ANALYSIS
OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FOR THE SIX MONTHS ENDED

30 June 2015
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements

APC GROUP INC. AND SUBSIDIARIES
Consolidated Statements of Financial Position
as of June 30, 2015 and December 31, 2014

ASSETS

Curremnt Assels

Cash und cavh equivalents

Trade nnd other receivables - et
Availnble-for-sale fmancial asscts
Crther curment nsseta

Total Currenl Assels

MNoncurrent Assels

Property and equipmerl

Investment properiics

(ther noncurrcat assets - nel
Total Noncurment Asseis

Todnl Assels

LIABILITIES AND BQUITY

Current Liabilities

Trade and other payables

Income tax payable

Advances from related parties
Todnl Current Liahili des

MNoncurrent Liabilifies
Subscrptions payable
Acemed retierment costs

Teal Noncurrent Liabilities
Total Linhilities

Fauity Attributable to gty Folders of the Parent Compmmy
Copital Stock

Additional pasd-<in capital

Unrenkzsd mark-to-market gain on evailable-for-sale financial assets
Cain on diution

Remeasurement ks on defined benetit obligation

Deficit

Tresisury shares

Total Equity Attributable to Equity Holders of the Parent Company
Equity Attributahle to Non-contrelling Intennats

Total Equity

Total Liahilities nnd Fouity

APC CROLPING
Jome December 31
2015 2014

143,020,274 P 157,411,732
40,074 G19.406
7.586,541 13,629,591
6,666,075 6,307,661
155,234,963 177 968,590
91,425 114,436
156,556, 106 156,985, 11
T7. 704081 TROTLAZL
234781611 234171 863
393016575 P 412,140,253
eI P 2,801,044
251642
79629961 THA29,5E1
107339354 112,682,647
161,959 161,999
1,957, 100 1,790,500
2159059 1952459
109498413 114,635.106
6388072, 148 388,072,148
1,613, 5 06K LE13 54200
6,740,540 12,781,550
226,304 226,304
(2.725,405) (725405}
(7,684,530,301) (7,676,711,115)
(29.435,220) (294352207
252 290,161 306,1503%8
BITLE (B.645251)
243,518,162 T97,.505,147
395016575 P 412,140,253

SEC Form 170 =20 2015



APC GROUP INC. AND SUBSIDIARIES

INCOME (EXPENSES)
General and Administratme
Dmvidend Income:
Interest Tnconse
INCOME (LOSS) BEFORE INCOME TAX
Provision for Income thx-cnrrent
NET INCOME(LOSS)

OTHER COMPREHENSIVE INCOME (LOSS)
Unrealred mark-to-markel gom/{kess)
gvatable-for-sale Tnamsial assats

TOTAL COMPREHENSIVE. INCOME (LOSS)

Income {loss) attributable to:
Exquity holders of the Parent Compamy
Mem-camrolling mteresiz

Tatal comprehensive income/(loss j sttributable to:
Fapuity hodders of the Parend Company
N s

Rasfc/Difnie d Eamnings (Loss) Per common Share
(P-7,945,935/7,504,203,997) June 30, 2015
(P-7,763.764/7,504,.203,997) June 30, 2014

Weighted average number of commen shares:
Todal common shures
Less: Trewury shares
Weighted svemge common shares

Consolidated Income Statements
comparable periods ended June 30, 2015 and June 30, 2014

APCGROUPINC,

nd Qroarter YTD 2Ind Quarter ¥TD
2015 W5 2014 2014
(April to June) {Janmary to Jume) (April to June) (Jammary to Jume)
(5252,618) (9044719 (3,352354) (508,500
136,808 136 208 2
738,164 L 160450 26T 401,468
(4.374.556) {1,739.871) (3,135,584) (7,680,051)
BE265 o fd T334 £3.714
(4,462,520) P (7,945,935) (3,206,107} P (1,763,764
{1,780,520) (6,041,050) L1 LOG0,000 117,500,000
(6.243,340) (13,986,985) 107,793,893 109,736,236
(7.819.185) (7.563,081)
126, {200,666)
{7,945,935) (7,763,764)
(13.560.230) 109936501
{126,748} _ [I00B6R)
—13:986,985) e 02 736.236
P (00T1)
P (00010
511800897 T511.809.997
606,000 7 606,000

SEC Form 17Q - 20 2015



APC GROUP INC,

APC GROUP INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Equity
as of June 30, 2015 and June 30, 2014

June 2015 June 2014
Number of Number of
Shares Amount Shares Amount
CAPITALSTOCK
P 1 purvelue
Authorized
Prefemed shares 600000000 P &,000,000,000 SO00000000 P 6, 000,000,000
Common shan:s 14,000,000.000 14,000,000,000 14,000,000,000 F4.000,000,000
20,000,000,000 20000 000,000 20000,000,000 20,000.000 000
Bsued
Common
Balance at end of quarter 5,5098.145059 5,990, 149,059 2,408.060,050 2 A9 069 059
Subscribed (net of subs cription
receivable)
Carmmaon
Balance at end of guarter 389,923 089 3RS 923089 3,880.943,089 3.880.543 089
Capital Stock
Conenon
Balimee at end of quarter 63RROTL 148 6,388,072 148 6388012148 6,388.012,148
Additional Paid-in
Capitul 1,613,542 096 1,613,542,066
{iam an diution 226,504 236,304
Unnealized Markdo-Markel
CGain /Loss on Available for
Rale Fmancial Asscls 6,740,540 132,300,000
Remeasurement kss on defined
benefil obhgation (2,725.405) (2.634.205)
Deficit
Balance at beginning of vear (7676711115 {7.799.500,733)
et mcomeloss) (7.819,1386) (7,563,095
Balance at end of year {7.684,330,301) {7.807,162.832)
Liss cost of 7,606,000
shares held by a subsidinry (26,435,220 (29.435220)
Minonty interest (B, 771,999 (5,460,930
P 283,518,162 ZR9 987 361
SEC Form 170 =20 2013 0]



APC GROUP INC. AND SUBSIDIARIES

Consolidated Cash Flows

®

APC GROUP I,

Comparable periods ended June 30, 2015 and June 30, 2014

Wet cash provided by (used m) openiting activites
Net cash provided by (used @) Ervesimg achlbes
el cash provided by (used o) msnemg activiies

Net increaseidecresse) m cush and cash equivaknty

Cash and cash cquivakentz, begmning, January 1

Cash and cazh equivalents, June 30

SEC Form 17Q —2Q 2015

2pd Chearier YTD 2Znd Qearter ¥TD
2015 2015 2014 2014
{April to June)  (Jamuary to June) {April to June) (January to June)
P (5,739.321) (13,738.698) P (7,742,843) {3.387.881)
177,440 {632,760 (388.697) {1,142, 10¢1}
(258,720) 0 12,491,120 13,648,658
F (5,820.601) (14391458) P 4,359,578 9,118,668
157411.732 73,754 007
143,020,274 82872675
-
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APC CROUP INC,

Item 2. Management Discussion and Analysis of Financial Condition and Results of QOperations

Balance Sheet
[{Pmounts in Pasos. emopt percentagas) | Juna December Horizontal Analysis Vartical Analysis
ncrease (Decrease)
2015 2014 T l. o) 2015 2014
= ~ ASSETS
Cash and cash equhvalents 143,020,274 157,411,732 {14,381 458) 5% 36% 38%
Trade and other receivables - net 540,074 £12.408 320,668 52% 0% 0%
Available-lor-sale financial assets 7,588,541 13,529,551 (5,041,050)  -44% 2% %
Other current assets 6,686,075 £,307 851 378 414 &% 2% 2%
Property and equipment 94,425 114,438 23,011)  -20% 0% %
investment properties 156 986,106 156,585,106 ) 0% 40% 35%
Cther noncurrent assets - net 77,704,081 77,071,321 532,780 1% 20% 19%
Total Assets 383,015,578 412,140,253 {18,123.877) -5% 100% 100%
LIABILITIES AND EQUITY
Trade and other payables 27,709,353 22,801,044 (5,091,851} -18% % 8%
Income tax payable = 251.6842 [(251.642) -T00% 152 o
Adwances from related paries TH.628,961 TS 628 861 - 0% 205 8%
Subscrptions payabie 181,853 161,858 - 0% &% &%
Accrued retimment costs 4,987,400 1,790,500 206,600 129 1% 0%
Total Liabilities 102,438,413 114,635 108 15,125,683} =% 20% 28%
Capital Stock ©,388,072,148 5288072148 - 0% 1625% 1550%
Addtional paid-n capital 1,613,542,095 1,813,242 098 - 0% 471% 02%
Unrealized mak-to-marieet gain on
b s i R arasbe 5,740,540 12,781,580 (5.041,.050) 7% 2% %
GGain on dilution 228,304 226,304 - % 0% {ry
Remeasurement loss on defined banefit
abligation {2.725,405) (2,725,408) - 0% -1% -1%
Defick (7.684,530,301) (7,676,711,115) (7.815,185) 0% -1955% -1863%
Traasury sharas (23,435,220)  (25,435,220) - 0% 7% 7%
T @788 (BE45S) amTeE 1% 2% I
Total Equity 283,518,163 297 505,147 (13,%.% -5% T2% T&%
Total Liabilities and Equity 393,018,576 412,140,253 (18.123.677) ~5% T005% T00%

APC Group closed the six-month period ending June 30, 2015 with consolidated assets of 8393.0
million, 5% lower compared to the December 31. 2014 balance of 4121 million.

* Consolidated cash and cash equivalents was at B143.0 million at the end of the second
quarter this vear compared to £157.4 million as of end-December 2014, The %% decline is
mainly attributable o the disbursements for peneral and administrative expenses (B9.0
million} and the distrbution of funds related to the scholarship program of Aragom Power
as part of the Company’s community projects (B4.5 million) during the 1" quarter of the

VEAr.

e Available-for-Sale financial assets decreased by 44% compared to year-end 2014 due to
the decline in market prices of stocks held by the Company.
= Non-current Assets increased bv 1% or 0.6 million due to the increase in deferred

exploration costs,

Consolidated liabilities decreased by 4% or 85.1 million from #114.6 million as of December 31, 2014
to B109.5 million as of June 30, 2015, The decrease was primarily due to the payment of income tax

SEC Form 17Q - 2Q 2015
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APCGROUP IMC.

due for vear 2014 and the disbursement of funds related to the scholarship program of Aragorn Power
(24.5 million), which was partially offset by the increase in accrued retirement costs.

Stockholders’ Equity as of June 30, 2015 and December 31, 2014 amounted to P283.5 million and
297 5 million, respectively. The 3% decline was due to 87.9 million net loss recognition for the six
months ending June 30, 2015 and the #6.0 million unrealized mark-to-market loss on Available-for-
Sale financial assets.

There were no off-balance sheel transactions,

Income S{atement
(Amounts in Pasos, excapt parcentages) Six Marths ended June Horizontal Analysis Vertical Analysis
Ircrease (Decrease)
2016 2014 P T % 2018 2074

Intarast Incama 1,164,480 404 483 752 981 188% BE 1005
Dividand Insama 123,888 - 139,823 - 11% 0%
Total Revenue 1,304,348 404 485 B398 8T  222% 100% T00%%
General and Administrative Expanses (3,260,28%8) (8,165,234) (1,082,048) 13% -TOE% -2013%
Met Income (Loss) 7, 946,938) (7,783, 784) {182,170) 2% -H0E% -1915%
Other Comprehensive Income (Loss)
Unrealized mark-to-market gain/{loss) on

awailable-for-zale fimancial essets (6,041,080) 117.500.000 (123,541.080) -705% -453% 25050%
Total Comprehensive income (loss)
for the pariod (13,986,986) 109,735,238 (123,723,220) -113% -107 2% 27131%

For the six-month period ending June 30. 2015 APC Group recognized interest income and dividend
mcome totaling 81 .3 million, offset by general and administrative expenses amounting to #9 2 million,
which resulted to a 7.9 million consolidated net loss. Compared to the same period last year. this
vear's net loss was slightly higher by only 2%. In addition, due to the decline in market value of
financial assets held-for-sale, total comprehensive loss amounted to 8140 million.

As of June 30, 2015, except for what has been noted in the preceding. there were no material events or
uncertaintics known to management that had a material impact on past performance, or that would
have a material impact on the future operations, in respect of the following:

s Known trends, demands, commitments, events or uncertainties that would have a material impact
on the Company:

s Material commitments for capital expenditures that arc reasonably expected to have a material
impact on the Company's short-term or long-term liquidity:

s Known trends, events or uncertainties that have had or that are reasonably expected to have a
material favorable or unfavorable impact on net salesfrevenues/income from continmng
operations;

» Significant clements of income or loss that did not arise from the Company's continuing
opcrations;

SEC Form 170Q - 20Q 2015 9



APC Crourine.

¢ Scasonal aspects that had a matcrial impact on the Company's results of operations; and
s Matenal changes in the financial statements of the Company for the periods ended December 31,
2014 and June 30, 2015 except those mentioned above.

KEY PERFORMANCE INDICATORS

Management uses the following key performance indicators to evalnate the performance of the
Company and ils subsidiarics. Except for Net Income, these key performance indicators arc not
measurements in accordance with Philippine Financial Reporting Standards (PFRS) and should not be
considered as an allernative 1o net income or any other measure of performance which are in
accordance with PFRS.

L

n

Return on Assets Ratio (ROA). Retun on Assets is an indicator of how profitable a
company is relative to its total asscts, ROA gives an idea as to how efficient management is at
using its assets to generate carnings and is calculated by dividing the Company's annual
eamings by ils total assets.

Return on Equity Ratio (ROE). Return on Equity measures how much profit is generated
with the money sharcholders have invested in the Company. It is expressed as a percentage
and caleulated by dividing net income by total Stockholders™ Equty.

Current Ratio. Current ratio is computed by dividing current assets by current liabilities. This
indicates the liquidity of the Company in the short term and measures the peso amount of
current assel available to cover a peso amount of current hability.

Debt-to-Equity Ratio (DER). DER gives an indication of the Company’s Ieverage position
and is computed by dividing total liabilitics with total stockholders’ equity.

Asset-to-Equity Ratio (AER). Asset-to-Equity Ratio is computed using total assets divided
by the total stockholders’ equity. This ratio shows the relationship of the total assets of the
firm owned by sharcholders and an indicator of the leverage used to finance the Company.

The table below shows the comparative figures of the key performance indicators for the period in

TEVICW,
YTD YTD YTD
30 June 31 December 30 June
215 2014 X014
Rt oft Assns Batil, ... rovcoeomrrmsmn sis sssennmis nas benbar s 1 (0.02) 029 (0023
Retum on Equity Batio..... .ol (003 141 {0.03)
TN R AR o e e L s A s 147 158 0.77
Debtto Hauily Babion: o omio i At st s 039 039 067
Axsek o Equity Ratio .o e 1.39 139 1.67
SELC Form 170 =20 2015 10
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APC GROUP INC.

Discussion en the key performance indicators

Return on Assets Ratio
The Company’s consolidated Return on Assets Ratio was at the same level compared to the same
period last year as net loss was only slightly higher for the current vear.

Return on Equity Ratio
Return on Equity Ratio was also at the same level vear-on-year as net loss was only 2% higher for the
current year.

Current Ratio

Current Ratio improved by 93% vear-on-vear due to higher cash and cash equivalents mostly from the
proceeds of sale of Available-for-Sale financial assets, but declined by 7% compared to year-end 2014
due to expenditures for general and administrative ¢xpenses and disbursements for the scholarship
program of APEC.

Debt to Equity Ratio

Debt to Equity Ratio decreased to 0.39x as at June 30, 2015 from 0.67x as al Junc 30, 2014 as total
Habilities declined mostly duc to the pavment of subscription payables amounting to 875 million
durng the third quarter of 2014.

Assets to Equity Ratio

Asscts to Equity Ratio decreased to 1.39x in 2015 from 1.67 due to the recognized impairment of
deferred exploration costs during the end of 2014.

PARTII OTHER INFORMATION

Other than what has been reported, no event has since occurred.

SEC Form 17Q —-2Q 2015 11



APCGROUP INC
ANNEX TO THE MD&A SECTION

1. PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of the Parent Company and the
following subsidiaries (collectively referred to as the “Company ™)

Percentage of Ownership
APC Cement Corporation (ACC) 100.00 (1)
APC Energy Resources, Inc, (APCERI) - Previously
Aragomn Coal Resources, Inc.) 100.00 (1)
Aragom Power & Energy Corporation (APEC) 90.00 (1)
APC Mining Corporation 83.00 (1)

{1) Still in the pre-operating stage
2. RISK EXPOSURES
Financial Risk Management

The Company’s principal financial instruments comprise advances from related partics and loans
pavable. The main purpose of these financial liabilities is to finance the Company’s opcrations.
The Company has cash and cash equivalents, trade and other receivables, deposits and trade and
other pavables that arise directly from its operations. The Company also holds AFS financial
assets.

The main risks arising from the Company’s financial instraments are credit risk, liquidity risk and
equity price risk. The BOD reviews and approves policies of managing each of the risks and they
are summarizad below.

Credit Risk

Credit risk is the risk that a counterparty will not meet its obligation under a financial mstrument
or customer contract, leading to a financial loss.

Exposurc to credit risk is monitored on an ongoing basis, credit checks are performed on all clients
requesting credit over certain amounts. Credit granted is subject to regular review, to ensure it
remains consistent with the customers™ current credit worthiness and appropriate to the anticipated
volime of business. The investment of the Company’s cash resources is managed so as to
minimize risk while sceking to enhance vield. The Company’s holding of cash and cash
cquivalents exposes the Company to credit risk, if the counterparty is unwilling or unable to fulfill
its obligations and thc Company consequently suffers financial loss. Credit risk management
involves entering into financial transactions only with counterparties with acceptable credit ratmg.

The credit terms arc short, with deposits and advance payments requirement before rendering the
service, thus, mitigating the possibility of non-collection. In cases of non-collection, defaults of
debtors are not tolerated and additional penalties are imposed by the Company.

SEC Form 170 - 232015 12
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APC GROLUP INC.

There are no significant concentrations of credit risk within the Company. Since the Company
trades only with recognized third parties. there is no requirement for collateral. The carryving
values of the Company’s financial assets represent the maximum exposure (o credit risk as at the
reporting date.

Liguidity Risk

Liquidity risk arises from the possibility that the Company may encounter difficulties in raising
funds to mect commitmenis from financial instruments. The Company’s objective is to maintain
continuity of funding. The Company’s policy is lo maximize the use of suppliers’ credit for all its
maijor purchases and limit major capital expenditures at a reasonable level.

The Company monitors its cash position by a svstem of cash forecasting. All expected collections,
check disbursements and other payments are determimed on & weekly basis to arrve at the
projecied cash position to cover its obligations.

There is no material change in the financial risk exposures of the company and its subsidiaries
particularly on currency, interest, credit, market and liquidity risks on its June 30, 2015 interim

financial statcments compared to the December 31, 2014 audited consolidated financial stalements
of APC Group Inc.

3. FINANCIAL INSTRUMENTS

Fair value of inancial Instruments

A comparison by category of the carrying values and estimuted fair values of the Company’s
financial instruments that are carried in the consolidated financial statements as of June
30,2015 and December 31, 2014 are as follows:

June 30, 2015 December 31, 2014
Carrying Carrying
Yalue Fair Value Value Fair Value
Financial assets:
Loans and receivables:
Cash and cash equivalents BIAZOM274  RI43020274  PB157411,732  ®IS7411.732
Trede and other 940,074 940,074 619406 73754007
Receivables
Dieposits® 12213 19213 19217 19217
AFS financial assets 7.5858.541 7588541 13,626 591 13,629.591
Total financial assets #FI51.568.101 PI51.568.101 2 P113389927 P113389.927
Financial Habilities -
Other financial 1iabilities:
Trade and other payables** BZ7638071 27638071 B32.774.061 B32774.061
Advanees from related paties 79629 961 79.629.961 749,624 4961 79670 961
Subscriptions pavable 161,959 161,959 151 959 161,959
Total cwrrent financial liabilites 1074299 10T A29.991 P194,144314 PIMIHSA

* It in “ther noncurrent aets " acconmt
o hecliv stetutoey habilities,

SEC Form 17Q — 20 2015 ' 13



APC GROUPINC.

Cash and Cash Eguivalents, Trade and Other Receivables, Trade and Other Pavables,
Loans Pavable and Advances (rom Related Parties

Duc to the short-lerm nature of the transactions, the carmrving values approximate the fair values at
reporting dates.

AFS Financial Assets
The [air values of quoted equity securitics were determined by reference to market bid quotes as of

reporting dates. The unquoted equity securities were valued at cost.

Deposits and Other Noncurrent Liabilitics

Estimated fair value of deposits is based on the discounted value of future cash flows using the
prevailing interest rates that are specific to the tenor of the instruments” cash flows as of reporting
dates.

The company has no investments in forcign securitics,
4. FAIR VALUE HIERARCHY

The Company uses ihe following hicrarchy for determining and disclosing the fair valoe 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 sipnificant 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.

5. EMENT'S USE OF JUDGMENTS. ESTIMATES, AND ASSUMPTIONS

The preparation of the consolidated financial statements requires management to make judgments,
estimates and assumptions that affect certain reported amounts and disclosures. In preparing the
consolidated financial statements, management has made its best judgments and cstimates of
certam amowmts, giving duc consideration to materiality.  The judgments, estimates and
assumptions used in the consolidated fimancial stalements arc based upon management’s
cvaluation of relevant facts and circumstances as of the date of the consolidated financial
statements. Actual results could differ from those estimates, and such estimates will be adjusted
accordingly.

Judgments, estimates and assumptions are continually evaluated and are based on expenience and
other factors, mcludmg expectations of future cvents that arc behieved to be reasonable under the
circumstances.

Fair Value of Financial Assets and Liabifities. Certain financial assets and labilities are required
to be camied at fair value, which requires the use of accounting estimates and judgment. While

SEC Form 170G —2Q 2015 14



APCGROUP INC.

significant components of fair value measurement are determined using verifiable objective
evidence (i.c.. foreign exchange rates, interest rates, and volatility rates), the timing and amount of
changes in Fair value would differ with the valuation mothodology used. Anv change in the fair
value of these fimancial assets and financial liabilities would directly affect profit or loss and
equity.

6. FUTURE CHANGES IN A NTIN LI

Standards and Interpretations Issued bul not vet Effective

The Company did not early adopt the following standards and Philippine Interpretations that have
been approved but are nol yet effective. Unless otherwise indicated, the Company does not expect
these changes to have a significant impact on its consolidated financial statements.

= PFRS 9, Financial Instruments — Classificarion and Measurement (2010 version), reflects the
first phase on the replacement of PAS 39 and applies to the classification and measurement of
financial asscts and liabilitics as defined in PAS 39, Financial Instruments: Recognition and
Measurement. PFRS 9 requires all financial assets to be measured at fair value at initial
recognition. A debt financial asset may, if the fair value option (FVQ) is not invoked, be
subscquenily measured at amortized cost if it is held within a business model that has the
objective to hold the assets to collect the contractual cash flows and its contractual terms give
rise, on specified dates, to cash flows that arc solely payments of principal and interest on the
principal outstanding. All other debt instruments are subsequently measured at fair value
through profit or loss. All equity [linancial asscls arc measured at fair value cither through
other comprehensive income (OCI) or profit or loss. Equity financial assets held for trading
must be measured at far value through profit or loss, For FVO habilities, the amount of
change in the fair value of a liability that is atiributable to changes in credit risk must be
presented m OCL The remainder of the change m far value is presented in profit or loss,
unless presentation of the fair value chanpge in respect of the liability’s credit risk in OCI
would create or enlarge an accounting mismatch in profit or loss. All other PAS 39
classification and measurement requirements for financial liabilities have been carried forward
into PFRS 9, including the embedded derivative separation rules and the criteria for using the
FVO. The adoption of the first phase of PFRS 9 will have an effect on the classification and
measurement of the Company’s fnancial assets, bul will potentially have no impact on the
classification and measurement of financial liabilities.

PFRS 9 (2010 version) is effective for annual periods beginning on or after January 1, 2015,
This mandatory adoption date was moved to January 1, 2018 when the final version of PFRS 9
was adopted bv the FRSC. Such adoption, however, is still for approval by the Board of
Accountancy (BOA).

*  PAS 19, Emplaovee Benefits — Defined Benefit Plans: Employee Contributions (Amendments),
requires an entity to consider contributions from employees or third pm'tir.'.s when accounting
for defined benefit plans. Where the contributions are linked to service, they shounld be
attributed to periods of service as a negative benefit. These amendments C]ﬂl'lf‘r that, if the
amount of the contributions is independent of the number of years of service, an entity is
permitted to recognize such contributions as a reduction in the service cost in the period in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effective for annual periods begmning on or afler January 1, 2015, It 1s not
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expected that this amendment would be relevant to the Company, since the Company does not
have a defined benefit plan with contributions from emplovees or third parties.

Annual Imprauenwm‘x to PFRS (2010-2012 cycle)
The annual improvements are effective on or after January 1. 2015:
= PFRS 2, Share-based Payment - Definition of Vesting Condition, is applied prospectively and
clanﬁcq vanous issues relating to the definitions of performance and service conditions which
are vesting conditions, including:
¢ A performance condition must contain a service condition
« A performance target must be met while the counterparty is rendering service
» A performance target may relate to the operations or activities of an entity, or to those
of anather entity in the same group
A performance condilion may be a market or non-markel condition
If the counterparty, regardless of the reason, ceases 1o provide serviee during the
vesting period, the service condition is not satisfied.

This amendment does not apply to the Company as it has no share-based payments.

= PFRS 3. Business Combinations - Accounting for Contingent Consideration in a Business
Combination, 15 applied prospectively for business combinations for which the acquisition
date 15 on or after July 1, 2014, It clanifies that a contingent consideration that is not elassified
as equity is subsequently measured at fair value through profit or loss whether or not it falls
within the scope of PAS 39, Financial Instruments: Recognition and Measurement (or PFRS
9, Financial Instruments, if early adopted). The Company shall consider this amendment for
future business combinations.

* PFRS 8, Uperating Segments - Aggregation of Operating Segments and Reconciliation of the
Total of the Reporiable Segments’ Asseis o the Entity's Assets (Amendments), are applied
retrospectively and clarify that:

=  An entity must disclose the judgments made bv management m applying the
aggregation criteria in the standard, including a brief description of operating
segments that have been ageregated and the economic characteristics (c.z., sales and
gross margins) used to assess whether the segments are “similar’.

= The reconciliation of segment assets to total assets is only required to be disclosed if
the reconciliation is reporied to the chicl operating decision maker, similar (o the
required disclosure for segment liabilities.

The amendments affect disclosures only and have no impact on the Company’s financial position or
performance.

= PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets — Revaluation Meihod
- Proportionate Restatement of Accumulated Depreciation and Amortization, is applied
retrospectively and clarifies in PAS 16 and PAS 38 that the asset may be revalued by reference
to the observable data on cither the gross or the net carrving amount. In addition, the
accumulated depreciation or amortization is the difference between the gross and carrving
amounts of the assct, The amendment has no impact on the Company’s financial position or
performance.

= PAS 24 Related Party Disclosures - Key Management Personnel, is applied retrospectively
and clarifies that a management entity, which is an entity that provides key management
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personnel services, is a related party subject to the related party disclosures. In addition, an
entity that uses a management entity is required to disclose the expenses incurred for
management services. The amendments affect disclosurcs only and have no impact on the
Company’s financial position or performance.

Annual Improvements to PFRSs (201 1-2013 eyele). The Annual Improvements to PFRSs (2011-
2013 cycle) are effective for annual periods beginning on or after January 1, 2015 and are not
expected to have a material impact on the Company.

= PFRS 3. Business Combinarions — Scope Exceptions for Joint Arrangements, is applied
prospectively and clarfics the following regarding the scope exceptions within PFRS 3:

s Joint arrangements, not just joint ventures, arc outside the scope of PFRS 3.

« This scope exception applies only to the accounting in the financial statements of the joint
arrangement itscll

= PFRS 13, Fair Value Measurement — Portfolio Fxception, is applied prospectively and
clarifies that the portfolio exception in PFRS 13 can be applied not only to financial asscls and
financial liabilities, but algo to other contracts within the scope of PFRS 9.

=  PAS 40, Investment Property, is applied prospectively and clanifies that PFRS 3. and not the
description of ancillary services in PAS 40, 1s used to determine if the transaction is the
purchase of an asset or business combination. The description of ancillary services in PAS 40
only differentiates between investment property and owner-occupied property (i.e., property,
plant and equipment).

7. OTHER REQUIRED DISCLOSURES

A.) The attached interim financial reports were prepared in accordance with accounting standards
generally accepted in the Philippmes. The accounting policies and methods of computation
followed in these interim financial statements are the same compared with the audited financial
Statements for the period ended December 31. 2014,

Standards that have been adopted by the Company are described below;

PAS 1, Presentation of Financial Statements - Presentation of Items of Other Comprehensive
Income (OCI) (Amendments). The amendments to PAS 1 change the grouping of items
presented in OCL Items that can be reclassified (or “recycled”) to profit or loss at a future
point in time (for example. upon derecognition or seftlement) will be presented scparately
from items that will never be recycled. The amendment affected the presentation in the
statement of comprehensive income and had no impact on the Company s financial position or
performance.

PAS 19, Employee Benefits (Revised) - For defined benefit plans, the Revised PAS 19 requires
all actuarial gains and losses to be recognized in other comprehensive income and unvested
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past service costs previously rccogmized over the average vesting period to be recognized
immediately in profit or loss when mncurred.

B.) Except as reported in the Management’s Discussion and Analysis of Financial Condition and
Results of Operations ("MD&A”), there were no unusual items affecting assets, liabilities, equity,
net income or cash lows for the interim period.

C.) There were no material changes in estimates of amounts reported in prior periods that have
material effects in the current interim period.

D.) Except as disclosed in the MD&A. there were no other issuance, repurchase and repayments
of debt and equity securitics.

E.) There were no material cvents that occurred subsequent to June 30, 2015 and up to the date of
this report thal need disclosure herein.

F.) There were no changes in the composition of the Company during the interim period such as
business combinations, acquisition or disposals of subsidiaries and long-term investments,
restructuring and discontinued operations.

G.) There were no changes in contingent linbilitics or contingent assets as at June 30, 2015,

H.) There cxist no material contingencies and other material cvents or transactions affecting the
current interim period,
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SIGNATURES

Pursuant to the requirement of the Securities Regulation Code, the registrant has duly caused this
report to be signed on its behall by the undersigned thercunto duly authorized.

Registrant: APC Group, Inc.
By:

August 7, 2015

August 7, 2015
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