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HIGHLANDSPRIME, INC.

BALANCE SHEETS
DECEMBER 31, 2003 AND 2002

2003 2002
ASSETS
Current Assets
Cash and cash equivalents (Note 3) P84,298,856 P151,193,236
Receivables (Notes 4 and 11) 136,107,002 21,050,692
Residential units and subdivision lots (Notes 5 and 12) 126,527,194 308,704,311
Land and development costs (Notes 6 and 12) 289,272,744 133,163,626
Deferred tax assets (Note 10) 18,418,286 2,208,839
Other current assets 4,750,200 5,182,962
Tota Current Assets 659,374,282 621,503,666
Noncurrent Assets
Land held for future development (Note 12) 1,242,311,073 1,221,907,495
Property and equipment (Note 7) 128,901,161 1,186,929
Tota Noncurrent Assets 1,371,212,234 1,223,094,424
P2,030,586,516 P1,844,598,090
LIABILITIESAND STOCKHOLDERS EQUITY
Current Liabilities
Accounts payable and other current liabilities
(Notes 8, 9 and 11) P150,568,569 92,811,506
Taxes payable 1,803,214 338,058
Estimated liabilities for property devel opment 89,620,502 5,843,353
Total Liabilities 241,992,285 98,992,917
Stockholders Equity
Capital stock (Note 12) 1,646,214,237 1,646,214,237
Additional paid-in capital 76,560,296 77,408,176
Retained earnings 65,819,698 21,982,760
Total Stockholders' Equity 1,788,594,231 1,745,605,173
P2,030,586,516 P1,844,598,090

See accompanying Notes to Financial Statements.



HIGHLANDSPRIME, INC.

STATEMENTSOF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2003

AND THE TEN AND ONE-HALF MONTHS ENDED DECEMBER 31, 2002*

2002
2003 (Tenand One-
(OneYear) half Months)
REAL ESTATE SALES- Net P414,478,879 90,098,845
COST OF REAL ESTATE SALES 299,238,515 54,517,801
GROSS PROFIT 115,240,364 35,581,044
LESSUNREALIZED GROSSPROFIT ON
REAL ESTATE SALES (Note4) 45,918,688 3,237,374
REALIZED GROSS PROFIT 69,321,676 32,343,670
OPERATING EXPENSES
Depreciation and amortization (Note 7) 8,148,121 343,328
Salaries, wages and employee benefits (Note 9) 3,476,107 2,163,970
Advertising and promotions 1,800,715 1,148,309
Association dues 1,731,624 1,763,760
Meetings and conferences 1,667,104 890,586
Taxes and licenses 1,334,659 285,498
Directors' fees 1,205,000 700,000
Professional fees 1,060,523 1,255,788
Rental 714,470 583,225
Transportation and travel 615,100 334,893
Repairs and maintenance 565,427 99,189
Entertainment, amusement and representation 263,830 441,964
Others 1,586,914 680,434
24,169,594 10,690,944
INCOME FROM OPERATIONS 45,152,082 21,652,726
OTHER INCOME
Interest 8,580,734 5,463,428
Gain on sale of property and equipment 2,978,265 -
Others - net (Note 11) 4,142,135 2,639,874
15,701,134 8,103,302
INCOME BEFORE INCOME TAX 60,853,216 29,756,028
PROVISION FOR (BENEFIT FROM)
INCOME TAX (Note 10)
Current 33,225,725 9,982,471
Deferred (16,209,447) (2,208,839)
17,016,278 7,773,632
NET INCOME (Note 13) P43,836,938 £21,982,396
Basic Earnings Per Share (Note 13) B0.0266 £0.0135

*The Company was incorporated on February 15, 2001 and started commercial operations on February 15, 2002.

See accompanying Notes to Financial Statements.



HIGHLANDSPRIME, INC.

STATEMENTSOF CHANGESIN STOCKHOLDERS EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

(With Compar ative Figuresfor 2001)

2001*
2003 2002 (Tenand One-
(One Year) (OneYear) haf Months)
CAPITAL STOCK (Note 12)
| ssued:
Balance at beginning of period B1,646,214,237 = =
I ssuance during the period — 1,646,214,237 +
Balance at end of period 1,646,214,237 1,646,214,237 +
Subscribed:
Balance at beginning of period 600,030,385 100,000 *
Subscriptions during the period —  2,246,144,622 100,000
I ssuance during the period — (1,646,214,237) +
Balance at end of period 600,030,385 600,030,385 100,000
L ess subscriptions receivable:
Balance at beginning of period 600,030,385 75,000 +
Subscriptions during the period + 599,955,385 75,000
Balance at end of period 600,030,385 600,030,385 75,000
+ + 25,000
1,646,214,237  1,646,214,237 25,000
ADDITIONAL PAID-IN CAPITAL
Balance at beginning of period 77,408,176 * *
Stock issuance cost 847,880 + +
Subscriptions during the period + 77,408,176 +
Balance at end of period 76,560,296 77,408,176 +
RETAINED EARNINGS
Balance at beginning of period 21,982,760 364 +
Net income 43,836,938 21,982,396 364
Balance at end of period 65,819,698 21,982,760 364**
P1,788,594,231 P1,745,605,173 B25,364

* The Company was incorporated on February 15, 2001.
**Mainly interest income, net of final withholding tax.

See accompanying Notes to Financial Statements.



HIGHLANDSPRIME, INC.

STATEMENTSOF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2002

(With Compar ative Figuresfor 2001)

2001*
2003 2002 (Tenand One-
(One Year) (OneYear) haf Months)
CASH FLOWSFROM OPERATING ACTIVITIES
Income before income tax B60,853,216 B29,756,028 B364
Adjustments for:
Interest income (8,580,734) (5,463,428) (364)
Depreciation and amortization 8,148,121 343,328 +
Gain on sale of property and equipment (2,978,265) + +
Provision for retirement benefits 61,281 86,969
Operating income before working capital changes 57,503,619 24,722,897 +
Decrease (increase) in:
Receivables (115,347,116) (20,546,625) +
Residential units and subdivision lots 22,531,957 39,248,728 +
Land and development costs (72,331,969) (127,320,273) *
Other current assets (10,254,795) (6,748,482) (13,800)
Increasein:
Accounts payable and other current liabilities 57,695,782 92,710,737 13,800
Taxes payable 1,465,156 338,058 +
Net cash generated from (used in) operations (58,737,366) 2,405,040 +
Income taxes paid (22,538,168) (8,403,151) *
Net cash used in operating activities (81,275,534) (5,998,111) +
CASH FLOWSFROM INVESTING ACTIVITIES
Proceeds from sale of property and equipment 28,060,909 + +
Increase in land held for future devel opment (20,403,578) (17,568,010) *
Interest received 8,871,540 4,959,361 364
Additions to property and equipment (1,299,837) (1,530,257) *
Net cash provided by (used in) investing activities 15,229,034 (14,138,906) 364
CASH FLOWSFROM FINANCING ACTIVITIES
Payment of stock issuance cost (847,880) + +
Proceeds from subscription of capital stock + 171,304,889 25,000
Cash provided by (used in) financing activities (847,880) 171,304,889 25,000
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS (66,894,380) 151,167,872 25,364
CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD 151,193,236 25,364 +
CASH AND CASH EQUIVALENTS
AT END OF PERIOD P84,298,856  £151,193,236 B25,364

*The Company was incorporated on February 15, 2001 and started commercial operations on February 15, 2002.

See accompanying Notes to Financial Statements.



HIGHLANDSPRIME, INC.

NOTESTO FINANCIAL STATEMENTS

1. Corporate Information and Status of Operations

Highlands Prime, Inc. (the Company) was incorporated in the Philippines and registered with the
Securities and Exchange Commission (SEC) on February 15, 2001. The Company isinvolved in
property devel opment, focusing primarily on the high-end leisure property market. The
Company’s property assets consist of undeveloped land, land devel opments, subdivision lots and
finished residential units located around the vicinity of Tagaytay Highlands International Golf
Club, Inc. (THIGCI) in Tagaytay City, Cavite and Tagaytay Midlands International Golf Club,
Inc. in Batangas.

The number of employees of the Company is 8 and 5 as of December 31, 2003 and 2002,
respectively. The registered office address of the Company is 28/F, East Tower, Philippine Stock
Exchange Centre, Exchange Road, Ortigas Center, Pasig City.

The Company started commercial operations on February 15, 2002.

On March 6, 2002, the Philippine Stock Exchange, Inc. (PSE) approved the Company’s
application for listing and trading of its 1.6 billion common shares already issued and outstanding,
including 449.2 million initial public offering (IPO) shares (consisting of 93.9 million shares sold
on aprimary basis and 355.3 million shares on a secondary basis), on the Second Board of the
PSE. Such shares were listed and traded on the Second Board of the PSE beginning April 23,
2002 at an PO price of £2.13 a share.

The accompanying financial statements of the Company were authorized for issuance by the
Board of Directors on April 13, 2004.

2. Summary of Significant Accounting Policies

Basis of Preparation
The accompanying financial statements have been prepared in conformity with accounting
principles generdly accepted in the Philippines using the historical cost basis.

Adoption of New Statements of Financial Accounting Standards (SFAS)/
International Accounting Standards(IAS)
The Company adopted the following SFAS/IAS which became effective on January 1, 2003:

f SFAS10/IAS 10, Events After the Baance Sheet Date, prescribes the accounting policies and
disclosures related to adjusting and non-adjusting subsequent events. Additional disclosures
required by the standard were included in the financial statements, principally the date of
authorization for release of the financial statements.

f SFAS37/IAS 37, Provisions, Contingent Liabilities and Contingent Assets, provides the
criteriafor the recognition and bases for measurement of provisions, contingent liabilities and
contingent assets. It also specifies the disclosures that should be included with respect to these
items. The adoption of the standard has no effect on the Company’ s financial statements.

#
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SFAS 38/IAS 38, Intangible Assets, establishes the criteriafor the recognition and
measurement of intangible assets. It also requires that expenditures on research, start-up,
training, advertising and relocation be expensed as incurred. The adoption of the standard has
no effect on the Company' sfinancial statements.

New Accounting Standards Effective Subsequent to 2003

The Accounting Standards Council has approved the following accounting standards which will
be effective subsegquent to 2003:

f

SFAS 12/IAS 12, Income Taxes, prescribes the accounting treatment for current and deferred
income taxes. The standard requires the use of the balance sheet liahility method in
accounting for deferred income taxes. It requires the recognition of a deferred tax liahility
and, subject to certain conditions, deferred tax asset for all temporary differences with certain
exceptions. The standard provides for the recognition of a deferred tax asset whenitis
probable that taxable income will be available against which the deferred tax asset can be
used. It also providesfor the recognition of a deferred tax liability with respect to asset
revaluations. The Company will adopt SFAS 12/IAS12 in 2004 and has yet to determine the
financia impact of the adoption of the standard.

SFAS 17/IAS 17, Leases, prescribes the accounting policies and disclosuresto apply to
finance and operating leases. Finance leases are those that transfer substantially al risks and
rewards of ownership to the lessee. A lesseeisrequired to capitalize finance leases as assets
and recognize the related liabilities at the lower of the fair value of the leased asset and the
present value of the minimum |lease payments. The lessee should a so depreciate the leased
asset. On the other hand, lessees should expense operating lease payments. The Company
will adopt SFAS 17/IAS 17 in 2004 and, based on current circumstances, does not believe the
effect of adoption will be material.

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of three
months or less and that are subject to an insignificant risk of changein value.

Receivables

Installment contracts and other receivables are stated at face value, after allowance for doubtful
accounts, if any. An estimate for doubtful accounts is made when collection of the full amount is
no longer probable.



Residential Units and Subdivision Lots

Residential units and subdivision lots are carried at the lower of cost or net realizable value. Costs
include the acquisition cost of the land plus costs incurred for devel opment and improvement of
the properties. Net realizable valueisthe estimated selling price in the ordinary course of
business, |ess estimated costs of completion and estimated costs to sell. Valuation allowance, if
any, is provided when the net reaizable value of the propertiesis less than the carrying cost.

Land and Development Costs

Land and development costs are carried at the lower of cost or net realizable value. Costsinclude
costsincurred for development and improvement of the properties. Net redizable value isthe
estimated selling price in the ordinary course of business, less estimated costs of completion and
estimated coststo sell. Vauation alowance, if any, is provided when the net realizable value of
the properties is less than the carrying cost.

Land Held for Future Development

Land held for future development is valued at the lower of cost or net realizable value. Costs
include purchase price and other costs directly attributable to the acquisition. Net realizable value
isthe selling pricein the ordinary course of business, less estimated coststo sell.  Vauation
allowance, if any, is provided when the net realizable value of the propertiesis less than the
carrying cost.

Property and Equipment
Property and equipment is stated at cost |ess accumulated depreciation, amortization and any
impairment in value.

Theinitia cost of property and equipment comprises its purchase price and any directly
attributable costs in bringing the asset to its working condition and location for its intended use.
Expendituresincurred after the assets have been put into operation, such as repairs and
maintenance, are normally charged to income in the period the costs are incurred. In situations
where it can be clearly demonstrated that the expenditures have resulted in an increase in the
future economic benefits expected to be obtained from the use of anitem of property and
equipment beyond its originally assessed standard of performance, the expenditures are capitalized
as additional costs of property and equipment. When assets are retired or otherwise disposed of,
the cost and related accumulated depreciation, amortization and any impairment |oss are removed
from the accounts and any resulting gain of lossis credited or charged to current operations.

Depreciation and amortization are computed using the straight-line method over the following
estimated useful lives of the assets:

Condominium units 20 years

Office furniture and fixtures 5years

Transportation equi pment Syears

L easehold improvements 5 years or term lease, whichever
is shorter
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The useful lives and method of depreciation and amortization are reviewed periodically to ensure
that the period and method of depreciation and amortization are consistent with the expected
pattern of economic benefits from items of property and equipment.

Asset Impairment

The carrying values of property and equipment are reviewed for impairment when events or
changesin circumstances indicate the carrying value may not be recoverable. If any such
indication exists and where the carrying values exceed the estimated recoverable amounts, the
assets are written down to their recoverable amounts. The recoverable amount of the asset is the
greater of net selling price or valuein use. The net selling price isthe amount obtainable from the
sale of an asset in an arm' s-length transaction. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. For an asset that does
not generate largely independent cash flows, the recoverable amount is determined for the cash
generating unit to which the asset belongs. Impairment loss, if any, is recognized in the statements
of income.

Reversal of impairment losses recognized in prior year is recorded when there is an indication that
the impairment loss recognized for the asset no longer exists or have decreased. Thereversal is
recorded asincome. However, the increased carrying amount of an asset due to reversal of an
impairment loss is recognized only to the extent that it does not exceed the carrying amount that
would have been determined had impairment loss not been recognized for that asset in the prior
year.

Provisions

Starting 2003, provisions, if any, are recognized when the Company has a present obligation, legal
or constructive, as aresult of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and areliable estimate can be made of
the amount of the obligation. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessments of the time value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of timeis
recognized as an interest expense.

In prior years, provisions for contingencies were accrued when it is probable that a liability had
been incurred at balance sheet date and the amount can be reasonably estimated. Otherwise, the
loss contingency was disclosed.

Revenue and Cost Recognition
Revenue is recognized to the extent that it is probabl e that the economic benefit will flow to the
Company and the revenue can be reliably measured.

Real estate sales are generally accounted for under the full accrual method of accounting. Under
this method, gross profit is recognized when: (&) the collectibility of the sales price is reasonably
assured; (b) the earnings processiis virtually complete; and (c) the seller does not have a
substantial continuing involvement with the subject properties. When a sale does not meet the
requirements for income recognition, gross profit is deferred until those requirements are met.
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Real estate sales, where the Company has material obligations under the sales contract to provide
improvements after the subject properties are sold, are accounted for under the percentage-of-
completion method. Under this method, the gain on sale is recognized as the related obligations
arefulfilled. Revenues alocated to the unfulfilled obligations are deferred and presented as
“Unreadlized gross profit on real estate sales’ account, shown in the statements of income, and
deducted from the installment contracts receivable.

If any of the criteria under the percentage-of-completion method is not met, the deposit method is
applied until all the conditions for recording a sale are met. Pending recognition of sale, cash
received from buyers is presented under “ Accounts payable and other current liabilities’ account
in the balance shests.

Real estate coststhat relate to the acquisition, devel opment, improvement and construction of the
condominium units are capitalized. The capitalized costs of condominium units are charged to
operations when the related revenues are recognized. The costs of condominium units with
contemplated construction not yet completed are determined based on actual costsincurred plus
estimated costs to compl ete the condominium units. The estimated costs to complete the
condominium units are charged proportionately to the cost of the condominium units sold and the
remaining unsold units with a corresponding credit to the “ Estimated liabilities for property
development” and the “ Reserve for property development” accounts, respectively. These accounts
are shown in the liabilities section of the balance sheets and as a deduction from the corresponding
asset account, respectively.

For income tax purposes, full recognition is applied when at least 25% of the selling price has
been collected in the year of sdle. Otherwise, the installment method is applied.

Interest income is recognized as the interest accrues.

Leases
Operating lease payments are recognized as expense in the statements of income based on terms of
the |ease agreements.

Retirement Benefits

The Company accrues provisions for estimated retirement benefits based on the minimum
requirements under Republic Act (RA) No. 7641, which provides for retirement pay to regular
employees in the absence of any retirement plan.

Income Tax

Deferred income tax is provided using the liability method. Deferred tax assets and liabilities are
recognized for the future tax consequences attributabl e to the differences between the financial
reporting bases of assets and liabilities and their related tax bases. Deferred tax assets and
liabilities are measured using the tax rate applicable to taxable income in the years in which those
temporary differences are expected to be recovered or settled. A valuation allowance is provided
for deferred tax assets when it is more likely than not that some or al of the deferred tax assets
will not be realized in the future.



Basic Earnings Per Share (EPS)

Basic earnings per shareis calculated by dividing net income for the period by the weighted

average number of outstanding shares of stock during the period.

Events After Balance Sheet Date

Post-year end events that provide additional information about the Company' s position at the
balance sheet date (adjusting events) are reflected in the financial statements. Post-year end

events that are not adjusting events are disclosed in the notes when material.

3. Cash and Cash Equivalents

This account consists of

2003 2002

Cash on hand and in banks BP4,416,554 29,951,271
Short-term placements 79,882,302 141,241,965
P84,298,856 151,193,236

Cash in banks earnsinterest at the respective bank deposit rates. Short-term placements are made

for varying periods of up to three months, depending on the immediate cash requirements of the

Company, and earn interest at the respective short-term placement rates.

4. Receivables

This account consists of ;

2003 2002
Installment contracts receivable B174,884,297 £20,197,788
Less unrealized gross profit on real estate sales 49,156,062 3,237,374
125,728,235 16,960,414
Receivable from related parties (see Note 11) 5,270,964 3,489,593
Others 5,107,803 600,685
136,107,002 21,050,692

5. Residential Unitsand Subdivision L ots

This account consists of:

2003 2002
Residential units (see Note 12) P13,415,828 193,216,011
Subdivision lots 113,111,366 116,324,990
126,527,194 309,541,001
Lessreserve for property development + 836,690
P126,527,194 308,704,311

#



6. Land and Development Costs

This account consists of ;

2003 2002

Land (see Note 12) B60,785,665 860,785,665
Development costs 527,392,748 367,524,670
588,178,413 428,310,335

Lessreserve for property development 298,905,669 295,146,709
289,272,744 133,163,626

The development of the land is divided into three phases. As of December 31, 2003, devel opment
costs pertain to expenditures for the devel opment and improvement of the land for all three phases.

7. Property and Equipment

2003 2002
Office
Condominium Furniture Transportation L easehold
Units  and Fixtures Equipment I mprovements Total

Cost
Balances at beginning of year P+ P107,550 P1,090,909 P331,798 B1,530,257 B+
Acquisition/reclassification 159,958,224 45,864 940,909 + 160,944,997 1,530,257
Disposal (26,119,498) + + +  (26,119,498)

133,838,726 153,414 2,031,818 331,798 136,355,756 1,530,257
Accumulated Depreciation and

Amortization

Balances at beginning of year + 57,397 218,182 67,749 343,328 +
Depreciation and amortization 7,728,791 31,841 324,015 63,474 8,148,121 343,328
Disposal (1,036,854) + + + (1,036,854)
Balance at end of the year 6,691,937 89,238 542,197 131,223 7,454,595 343,328
Net Book Value P127,146,789 P64,176 P1,489,621 B200,575 P128,901,161 P1,186,929

In 2003, the Company reclassified condominium units amounting to P159.6 million from
aResidential units and subdivision lots for sale® account to 2Property and equipment® account
(see Note 15).

8. Accounts Payable and Other Current Liabilities

This account consists of ;

2003 2002

Trade P19,489,276 P6,436,980
Accrued expenses (see Note 9) 5,110,609 1,010,814
Retention 35,727,358 3,692,182
Dueto related parties (see Note 11) 56,345,594 50,719,881
Customers' deposits 26,903,590 27,829,484
Others 6,992,142 3,122,165
P150,568,569 92,811,506

#
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Retirement Benefits

Under SFAS 24, 2Retirement Benefit Costs,° the cost of defined retirement benefits, including
those mandated under RA No. 7641, should be determined using the accrued benefit valuation
method or projected benefit valuation method. Both methods require an actuarial valuation which
the Company did not undertake. Management, however, believes that the effect on the financial
statements of the difference between the provision for estimated retirement benefits recognized by
the Company and an acceptable actuaria valuation method is not material.

Provision for retirement benefits charged to operations amounted to 61,281 in 2003 and P86,969
in 2002.

10.

Income Tax

The Company was registered with the Bureau of Internal Revenue (BIR) on May 31, 2001 and
will be subject to minimum corporate income tax (MCIT) on the fourth taxable year following the
taxable year in which the Company commenced business operations. For purposes of the MCIT,
the taxable year in which business operations commence shall be the year in which the Company
was registered with the BIR.

The components of the Company' s deferred income tax assets as shown in the balance sheets
follow:

2003 2002

Unrealized gross profit on real estate sales 15,729,940 £1,035,960
Gross profit on deferred real estate sales 2,640,906 1,145,049
Accrued retirement benefits 47,440 27,830
P18,418,286 B2,208,839

The reconciliation of provision for income tax computed at the statutory income tax rate to
provision for income tax as shown in the statements of income follows:

2003 2002

Provision for income tax computed at statutory

income tax rate P19,473,029 29,521,929
Income tax effect of:

Interest income already subjected to alower

final tax rate (2,246,942) (1,748,297)
Others (209,809) +
P17,016,278 7,773,632




11. Related Party Disclosures

Belle Corporation (Belle)

Belle is a shareholder of the Company. Principal transaction with Belle pertains to purchase of
parcels of land. Amounts due to Belle as of December 31, 2003 and 2002 amounted to
B£49.2 million and B50.7 million, respectively.

SM Investments Corporation (SM I[nvestments)

SM Investments is also a shareholder of the Company. Amounts due to SM Investments as of
December 31, 2003 pertain to refund of cancelled rea estate sale amounting to £7.1 million.

THIGCI
The Company |eases condominium units through the THIGCI Executive Conference Center

(ECC) to entities that wish to hold conferences/seminars. The Company and THIGCI share 50-50

of the ECC income. The Company's share in the ECC income amounted to £5.8 million and

B5.3 million in 2003 and 2002, respectively. Receivable from THIGCI amounted to B5.3 million

and B3.5 million as of December 31, 2003 and 2002, respectively.

12. Capital Stock

The composition of the Company' s capital stock is asfollows:

Number of Shares

2003 2002 2001
Authorized - 1 par value 4,000,000,000 4,000,000,000 100,000
| ssued:
Balance at beginning of period 1,646,214,237 + +
I ssuance during the period + 1,646,214,237 +
Balance at end of period 1,646,214,237 1,646,214,237 +
Subscribed:
Balance at beginning of period 600,030,385 100,000 t
Subscriptions during the period + 2,246,144,622 100,000
I ssuance during the period + (1,646,214,237) *
Balance at end of period 600,030,385 600,030,385 100,000
L ess subscriptions receivable;
Balance at beginning of period 600,030,385 75,000 +
Subscriptions during the period + 599,955,385 75,000
Balance at end of period 600,030,385 600,030,385 75,000
+ + 25,000
1,646,214,237 1,646,214,237 25,000

On March 1, 2001, the Company' s stockhol ders approved the following resolutions:

f

Increase in the Company' s authorized capital stock from 2100,000, divided into 100,000
shares to P4 billion divided into 4 billion shares, both with a par value of B1 per share.
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f Subscription of Bele with an aggregate amount of £2.152 hillion consisting of assignment of
certain real estate properties and receivables of Belle, in exchange for shares of stock of the
Company amounting to £1.172 billion (1.172 billion shares) and £980.3 million (980.3
million shares), respectively.

f Application for the listing on the PSE and conduct of an IPO of the Company' s common
shares.

On May 18, 2001, Belle entered into a subscription agreement with the Company to transfer its
real estate properties amounting to P1.172 hillion in exchange for the Company's 1.172 billion
shares of stock. Asof December 31, 2002, the Company has subscriptions receivable from Belle
amounting to 8600 million representing the net book value of real estate properties assigned,
which are under mortgage or bear |is pendens annotations.

On July 31, 2001, Belle entered into a Memorandum of Agreement (MOA) with SM Investments
and affiliates (as assignees of Symart Corporation and collectively referred herein as2SMICP)
whereby the latter has offered to buy Bell€' sinvestment in the Company. SMIC has agreed to
purchase from Belle 1.098 billion shares or 51% of the Company' s outstanding capital stock after
the SEC approval of the increase in authorized capital stock. Under the agreement, the purchase
price to be paid by SMIC for the shares shall be the offer price of the Company's common shares
at the latter' s PO (which offer price was then estimated to be 82.330 per share). If the IPO offer
price of the Company's share will vary from the estimated price of £2.330 per share,
corresponding adjustment shall be made in the purchase price.

On January 4, 2002, the resolutions approved by the Company' s stockholder on March 1, 2001
were approved by the SEC on the condition that the corresponding shares of stock to be issued on
the real estate properties assigned shall be held in escrow by the SEC and shall be released only
upon presentation of the proof of the transfer or the certified true copy of title thereto, in the name
of the transferee-corporation to be submitted to the SEC within ninety (90) days from the date of
approval of the application extendible for justifiable reasons. Otherwise, the non-submission of
the documents as required in the foregoing, within the prescribed period, after due notice and
hearing, shall be a sufficient ground for the revocation of the related application approved by the
SEC or for the institution of appropriate action as the SEC may deem fit under the circumstances.

In March 2002, the Company submitted to the SEC the abovementioned requirements.

Under the MOA, Belle granted acall option to SMIC to purchase an additional 9% of the
Company' s outstanding shares of stock after the listing or atotal of 193.7 million shares at an
exercise price of 1 per share on or before February 28, 2002. The call option was exercised by
SMIC on February 8, 2002.

Asof April 13, 2004, the Company has applied for the issuance of 212.9 million sharesto Bellein
consideration for the transfer of land titles which are now free from liens and mortgages. The
sharesto be issued, with a par value of 1 per share, are part of the B600 million in subscriptions
receivable due from Belle. Upon issuance of the said shares, the subscriptions receivable will be
reduced to B387.2 million.
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13. Basic EPS Computation

Basic EPSis computed as follows:

2003 2002

(@) Netincome B43,836,938 £21,982,396
(b) Weighted average number of outstanding

shares of stock for the year 1,646,214,237 1,622,715,059

Basic EPS (a/b) BP0.0266 £0.0135

14. Commitments
As of December 31, 2003, the Company has the following commitments:

a.  Unused approved credit lines with alocal bank as follows:

Nature Unused Credit Line
Credit line B300 million
Bills purchasesline 10 million
Contract to sell line 30 million

b. Architectural design and construction works with local architectural firms and contractors
amounting to 844.0 million.

15. Note to Statement of Cash Flow

In 2003, the principal non-cash transactions represent the reclassification of condominium
units amounting to £159.6 million from #Residential units and subdivision lots for sale®
account to 2Property and equipment® account (see Note 7).

In 2002, the principa non-cash transactions represent the assignment of certain properties and
receivables of Belle amounting to 81.172 billion and 2980.3 million, respectively, for the
subscription of the Company' s shares of stock (see Note 12).



