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RULE 68, ASAMENDED?
General Requirements

1 APPLICATION AND DEFINITION OF TERMS
a Application of thisRule

i. This Rule (together with subssquent officdid  pronouncements, interpretations and
ruings on accounting and reporting matters, which may be issued by the Commisson
from time to time) daes the reguirements applicable to the form and content of
finandd datements reguired to be filed with the Commission by dl corporaions thet
file with the Commision audited financid Satements that are prepared and presented
in oconformity with the generdly accepted accounting prindples in the Philippines
except those whaose paid-up capitd is less than Fifty Thousand Pesos (P50,000.00).

ii. Fnandd datements of branch offices of foreign corporations licensed to operate in the
Philippines by the Commisson shdl likewise comply with the requirements of this
Ruleto the extent applicable

iii. Additiond requirements for finendd daements of corporaions covered under Sadtion
17.2 of the Securities Regulation Code are st forth under Rule 68.1.

iv. Unles othewise goedfied, the term finendd datements when used in this Rule sl
indude a bdance dhedt, a daement of income, daement of changes in equity, and a
datement of cesh flows together with dl notes to the daements as defined in
Philippine Accourting Standads No. 1 and rdaed <hedules required by the
Commission or other subsequent amendments thereto.

b. Definition of TermsUsed in thisRule

Unless the context othewise requires, the following tems dhdl have the respedtive
meaningswhen usad in thisRule

i. Audit, when usd in regad to finandd daements means an examindion of the
datements by an indegpendent catified public accountant in accordance with generdly
accepted auditing dandards in the Philippines (GAAS) for the purpose of expressing
an opnion whether the finendd daements ae presented farly, in dl maeid
repects in  accordance  with  generdly  accepted  accounting  prindiples  in - the
Philippines.

ii. Auditor's report when usad in regard to finendd daements means a document in
which an indgpendent certified public accountant indicates the scope of the audit
which he hes made and sts forth a dear written expresson of his opinion regarding
the finandd gdatements teken as a whole or an assation to the effect that an overdl
opinion canot be expressad. When an ovedl opinion cannot be expressed, the
resson/stherefore shall be ated.

ii. Auditor or independent auditor means an independent certified public accountant
who peforms an audit of finandad dSatements for the purpose of expressng an opinion
thereon.

iv. Generally accepted accounting principles in the Philippines (GAAP) mems
accounting  principles basad  on  pronouncements  of  recognized  bodies involved in

2 Approved by the Commission in its meeting of October 25, 2005.



Vii.

viii.

sdting acoounting prindples Gregtest weight shdl be given to ther pronouncements
inthe order listed below:

Philippine Securities and Exchange Commission.

Accounting Standards Coundl.

Sandardsissued by the Internationd Acocounting Standards Baerd.

Accounting principles and practices for which there is a long higtory of
acoeptance and usege

If there gopears to be a corflic beween ay of the bodies liged above the
pronouncements of thefirgt listed body shal be gpplied.

OOowm>»

Control, for purposes of prepardion of consolidated financiad daements is the
power to govern the finendd and opeding polides of an enteprise 0 & to
obtain bendfits from its activities Contral is presumed to exig when the paret
owns directly or indirectly through subsdiaies more then one hdf of the
vating powa of an etaprise unless in exceptiond drcumdances it can be
dealy demongrated that such owneship does not conditute control. Control
d exigs even when the parent owns one hdf or less of the vating power of an
enterprisewhen thereis

A. Powg ove more than one hdf of the voting rights by virtue of an
agreement with other investors,

B. Powe to govan the finandd and opeding polides of the enteprise under
adaute or an agreamert;

C. Power to gopoint or remove the mgority of the members of the boad of
directors or equivelent governing body; or

D. Powe to cad the mgority of votes & megtings of the board of directars or
equivelent governing body.

Parent isan enterprise that has one or more subddiaties.

Regigrant means an isuuer of seourities with respet to which a securities
regigration Satement or reguired issuer report has been or isto befiled.

Rdated parties exigs when one party has the ability to control the other party or
exadse dgnificat influence over the other paty in meking finendd and
operding decisons.

Sonificant influence is the paticipation in the finandd and operaing policy
dedsons of an eteprises but not in control of those polides Sgnificant
influence may be exerdsad in one or more of thefollowing ways

A. Repretation on the board of directors or equivdet govening body of
theinvestes

B.  Patidpaionin policy making processes,
C. Maeid intercompany transections;

D.  Interchangeof menagaid personnd; or
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E. Dependence on technicd informetion.
Sgnificant influence may be gained by share ownership, datute or agreament.

Sonificant subgdiary means a subddiay, induding its subgdiaies which
mesets any of the fallowing conditions

A. The corpordion’s and its other subsdiaries investments in and advances
to the subsdiay exceed ten percet (10%) of the totd assts of the
corporation and its subddiaies consolidated as of the end of the mogt
recertly completed fiscd yeer (for a proposed busness combination to be
accounted for as a pooling of interests this condition is dso met when the
nurber of common dwaes exchanged or to be exchanged by the
corporation  exceeds ten percent (10%) of its totd common shares
outstanding a the date the combination isinitiated); or

B. The corporation’'s and its other subsdiaries proportionate share of the
totd eassets (after inter company dimingions) of the subsidiary exceeds
ten percant (10%) of the totd assets of the corporation and its subsdiaries
consolidated as of the end of the most recently completed fiscd year; or

C. The corpordion’s and its other subgdiaries equity in the income from
continuing operations before income  taxes edreordinary items  ad
aumuldive effect of a change in accounting prindple of the subsdiary
exceeds ten percent (10%) of such income of the corpordion and its
subsidiariesconsdidated for the most recently completed fiscal year.

kkkkhkkkkkk

Computationd note  For purposes of meking the prestribed income test
thefollowing guidance shdll be gpplied:

1

When a loss hes been incured by ether the parent and its
bsdiaies consolidated or the tested subsdiary, but not both,
the equity in the income or loss of the teted subsdiary shdl be
exduded from the income of the corporation and its subddiaries
consolidated for purposss of the computation.

If income of the corporation and its subddiaies consolideted for
the mogt recent fiscd year is a leest 10 percent lower than the
avaage of the income for the legt five (5) fiscd years such
avgage income dwdl be abdituted for purposes of the
computation.  Any loss years shdl be omitted for purposes of
computing averege income.

Where the tet involves combined ettities a in the cese of
ddemining wheher summaized finendd daa ddl  be
presented, entities reporting losses shdl not be aggregeted with
entities reporting income.

*kkkkkkkkk

Subsdiary is an enterprise that is controlled by ancther enterprise (known as the
parent)

Summarized financial information refared to in this Rue sdl mean the
preentation of summaized finandd informaion as to the assdts liabilities and
reslts of operdions of the entity for which the informaion is required.
Summarized finendd information shdl indude the fallowing disdosures

A. Current assgts, noncurrent assats, current liabilities, noncurrent ligbilities,
3



and when gpplicable redeamable prefared socks and minority interests
(for speddized indudtries in which dassfied bdance shegts are normdly
not presented, information shl be provided as to the nature and amount
of the mgjor componants of assats and lidhilities);

Net sdes or gross revenues, gross profit (or, dtendivdy, cods and
expensss gopliceble to net sdes or gross revenues), income or loss from
cotinuing operdions before extraordinary  items and  when the
dternative trestmentt under ASC SFAS 13 (revised 2000) is followed, the,
amuaive effet of a change in accounting prindple, and net income or
loss (for speddized indudries other information may be subdituted for
ses and rdaed cods and expenses if necessay for a more meaningful
presenttion).

Xiii. Vating shares mean the sum of dl rights other then as dfected by events of
defaullt, to vote for dection of directors.

2 GENERAL GUIDESTO FINANCIAL STATEMENTSPREPARATION

a

In addition to the provisors in this Rule and those that will be subsequently issued or
announced by the Commisdon, finendd daements to be filed with the Commisson dhdl
be in accordence with the fdlowing Philippine Financial Reporting Standards (PERS)'
and rdaed Interpretations adopted by the Commisson and the Accounting Stendards

Coundl (ASC):

Lagt Batch of IASS

PASS’ IASs Title
PAS19 I1AS19 Employee Benefits
PAS?29 1AS 29 Financial Reporting in Hyperinflationary Economies
PAS30 IAS30 D.|sclos_ures|n.th(=T Financial Statements of Banksand Similar
Financial | nstitutions
PAS41 1AS41 Agriculture

International Accounting Standards (IASs), AsRevised I1n 2003

PAS IAS Title
PAS1 IAS1 Presentation of Financial Statements
PAS2 IAS2 Inventories
PASS IASS Accounting Poalicies, Changesin Accounting Estimatesand
Errors
PAS10 IAS10 Events after the Balance Sheet Date
PAS16 IAS 16 Property, Plant and Equipment
PAS17 IAS17 L eases
PAS21 IAS21 The Effects of Changesin Foreign Exchange Rates

1 Consising of Philippine Accounting Standards 1 to 41 [these are adopted International Accounting Standards (IASs) as

issued by the International Accounting Standards Committee (IASC)];

Philippine Financial Reporting Standards 1 to 5

[adopted International Financial Reporting Standards (IFRSs) as issued by the International Accounting Standards Board
(IASB); and interpretations thereof.

2 International Accounting Standards (with a total number of forty one [41]) as issued by the IASC, the predecessor of the
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IASB. The adoption of this last batch of IASs (Nos. 19, 29, 30 and 41), completes the Philippines transtion to

international-based financial reporting standards.

3 Philippine Accounting Standards as renamed from Statements of Financial Reporting Standards (SFASs)

correspond better with the | ASs issuance (Nos. 1 to 41) by the former |ASC.

International Accounting Standards (1ASs), As Revised.

PAS IAS Title

PAS24 IAS 24 Related Party Disclosures

PAS27 IAS 27 Consolidated and Separate Financial
Statements

PAS28 I1AS 28 Investmentsin Associates

PAS31 IAS 31 Interestsin Joint Ventures

PAS32 IAS 22 Fmanual_l nstruments. Disclosuresand
Presentation

PAS33 IAS 33 Earningsper Share

PAS36 IAS 36 Impairment of Assets

PAS38 IAS38 Intangible Assets

PAS39 IAS39 Financial Instruments: Recognition and
M easur ement

PAS40 1AS40 Investment Property

International Financial Reporting Standards (1 FRSs)

PFRS IFRS Title

PERS1 |IERS1 Flrst-tlmeAdoptlon of Philippine Financial
Reporting Standar ds

PFRS2 |IFRS2 Share Based Payment

PFRS3 |[IFRS3 Business Combinations

PFRS4 [IFRS4 I nsurance Contracts

PERS5  |IERS5 N.on-cur.rent As@etsl—!eldfor Saleand
Discontinued Oper ations

Amendmentsto Philippine Finanda Reporting Sandards (PFRSs)

by ASC to

PAS Title
Financial Instruments: Recognition and M easurement,
PAS39 “Trangtion and I nitial Recognition of Financial assetsand
Financial Liabilities
PAS19 Employee Benefits“ Actuarial Gains, Group Plansand
Disclosures’
Interpretations
Title
SIC7 Introduction of the Euro
Government Assistance: No Specific Relation to Operating
SIC10 L
Activities
SIC 12 Consolidation: Special Purpose Entities
Jointly Controlled Entities: Non-Monetary Contributions by
SIC13
Venturers
SIC 15 Operating L eases. I ncentives
SIC21 Income Taxes: Recovery of Revalued Non-Depr eciable Assets
Income Taxes: Changesin Tax Statusof an Enterprise or its
SIC25
Shareholders
Evaluating the Substance of Transactions I nvolving the L egal
SIC 27
Form of aLease
SIC 29 Disclosure: Service Concession Arrangements
SIC31 Revenue: Barter Transactions|nvolving Advertising Services
SIC 32 Intangible assets. Website Costs




IFRIC 1

Changesin Existing Decommissioning, Restor ation and Similar
Liabilities

IFRIC2

Members Sharesin Cooperative Entitiesand Similar Instruments

Early adoption of PFRSIFRS not yet effective is encouraged. However, disdosure of such
adoption and a presentation of the recondliation between the effective sandard (if any) and
the PFRSto be adopted in advance, should be made

b. Responshility for Financial Statements

The finendd daements filed with the Commisson ae primaily the
responshbility of the manegement of the reporting company and accordingly, the
famess of the representations made therein is an implict and integrd pat of the
manegement's  repongbility. The Boad of Diredtors in dischaging its
reponshilities, reviews axd goproves the finandd daements before these are
ubmitted to the sockholders.

To cary out the intent and atan the wisdom of this concept, manegement of dl
corporations covered by this Rule are required to acknowledge their responsihility
over ther finandd daements For this purpose the finandd daements filed
with the Commisdon, other then compenies covered by Rule 681, sdl be
accompenied by agtatement of management's responghility asfollows

STATEMENT OF MANAGEMENT SRESPONSBILITY
FOR HNANCIAL STATEMENTS

The management of (name of repoting compary) is regpondble for Al
information and representations contained in the finendd satements for the year
(9 ended (date). The financid datements have been prepared in conformity with
gengdly accepted accounting principles and reflect amounts that are besed on the
bet edimaes and infomed judgmett of manegement with an  gopropriate
condderaion to eteridity.

In this regard, management mantains a sydem of accounting and reporting which
provides for the necessary internd contrals to ensure that transactions are properly
authorized and recorded, asts ae Ssfeguarded agangt unauthorized use or
disposition and lighilities are recognized.

The Boad of Directors reviews the finendd daements before such saemeants ae
gpproved and submitted to the stockhol ders of the company.

(name of auditing firm), the indegpendent auditors and gopointed by tre
dockholders hes examined the finendd daements of the company in accordance
with genegdly acoepted auditing sandards and hes expressed its opinion on the
famess of presentation upon completion of such examinaion, in its report to
gockholders

Sgnature
Name of the Chairmen of the Board

Sgnature
Nameof Chief Executive Officer

Sgnature
Nameof Chief Finandid Officer

In cae of branch offices of foreign corporations, the above Satement dhdl be
dgned by its locd maneger who is in chage of its opeaions within the
Philippines. The third paragraph of the Salement mey be ddeed dnce the
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Philippine Branch does not have any locd Board of Directors or sockholders.

The independent oatified public accountants responghbility for the finandd
datements required to be filed with the Commisson is confined to the expresson
of his opinion on such datementswhich he has examined.

Form, Order and Termindogy

This ssction shdl be goplicable to finendd gdatements filed with the Commisson
for dl corporations covered by thisRule.

Fnendd daements ddl be filed in such fom and order, and shdl use such
genedly accepted  teminology s will best  indicate their  Sgnificance and
chaacter in the lignt of the providons gopliceble thereto.  The information
required with regpect to ay dSaement shdl be fumished as a minimum
requiremat to which shdl be added such futher maeid information as is
necessary to make the required datements, in the light of the drcumstances under
which they aremade, not mideeding.

Fnancid daements filed with the Commisson dhdl be prepared in accordance
with generdly accepted accounting prindples in the Philippines [See definition in
peragraph 1(b)(v)].

All money amounts required to be shown in finendd daements may be
expressed in whole pesos or multiples thereof, as gppropriater provided, that when
dated in other than whole pesos an indicgtion to tha effect is insarted
immediatdy benegth the caption of the datement or schedule a the top of the
money columns, or & an gppropriate point in narrative materid.

Neggive amounts dhdl be shown in a manne which dealy diginguish the
negdive dtribute When detlemining methods of diglay, condderdion shdl be
givento thelimitations of reproduction and microfilming processes.

The drondogicd arangamat of daa may be with the most recat dae to the
right or to the left. However, the ordeing used mugt be consgtent in dl finencid
Satements, tabular detaand footnote dataiin the document.

Inapplicable Captions and Omisson of Unrequired or Inapplicable Financal
Statements

No caation shdl be shown in ay finencid Saement as to which the items and
conditionsare not present.

Fnandd daements not required or ingpplicdble because the required mater is
not present need not befiled.

The ressonsfor the omission of any required finencid atementsshdl be
indiceted.

Submission of Audited Financial Satements

Fnancid gdaements required to be submitted by corporations shdl be accompanied by an
auditor's report issued by an independent auditor and presented in accordance with the
requirements of this Rue  Falure to comply with this reguirement shdl subjet the
company to the pendlties provided for in paragraph 6 of thisRule



3.

QUALIFICATIONSAND REPORT SOF INDEPENDENT AUDITORS

a.

Examination of Finandial Satementsby Independent Auditors

Fnancial gatements required to be submitted by corporations shall be accompanied
by an auditor's report issued by an independent auditor and presented in accordance
with the requirements of this Rule Failure to comply therewith shall subject the
company with the penaltiesunder paragraph 6 of thisRule

Qualifications of Independent Auditors

The Commisson will not recognize ay person as an independent auditor who is
not duly regigered with the Board of Accountancy (BOA)/Professond Reguldion
Commisson (PRC) in acoordance with the rules and reguldions of sad
professond regulatory bodies Those who are not in good danding and etitled to
practice as such under the lavs govemning the practice of public accounting in the
Philippines shdl nat likewise be recognized by the Commission.

The exenad auditors and auditing firms (if engaged) of the following
companies should be accredited by the Securities and Exchange Commission
in accordance with its Guiddines on Accreditation under SEC Memorandum
Circular No. 13, Seriesof 2003, and subssquent amendmentsthereon:

Group A

1. Isuers of seaurities which have sold securities pursuant to a regigration
under Section 12 of the Securities Regulation Code;

2. |suerswith adassof securitiesligted in an Exchange

3. Public companies or those corporation with total assets of at least Fifty
Million Pesos (P50,000,000.00) and at leas two hundred (200) stockholders
owning at least one hundred (100) shareseach.

Group B

Pre-need companies,

Investment houses

Brokersand dedlersof securities,

Investment companiesor mutual fund;

Government securitiesdigiblededlers,

Universal banksregisered asunderwriters of securities;
Investment company advisers

Clearing agency and dearing agency depostory;

Isuers of regigdered timeshares proprigary and  non-proprietary
member ship certificates;

10. Stock and securitiesexchange's,

11. Spedia purposevehidesregigered pursuant to RA 9182.

©CONOAA~WDNE

In the case of companies under Group C which cover finandng companies and
trander agents accreditation of the auditing firm is suffigent. However, an
individual practitioner mugt beaccredited by the SEC assuch.

The external auditors shall be rotated every after five (5) years of engagement.
In caxe of a firm, the dgning partner shall be rotated every after said period.
Thereckoning datefor such rotation shall commencein year 2002

The term independent auditor as usad in the foregoing paragraph refers to an
auditor who fully megts the regquirements of independence as provided for in
the Code of Professonal Ethicsfor CPAs

Reportsaf Independent Auditors



Technicd Requirements - The auditor's repot shdl: (A) be daed, (B) be
menudly sgned by the catifying exend auditor; (C) identify the finencd
datements covered by the report; (D) dae the Sgning accountant's License
Tax ldentification and PTR numbas and  regigraion number with BOA/PRC,
(E) dae the complee maling address of tre dient and the auditor; (F) in the
cae of an auditing firm, the certifying partner shal dgn hishe own
sgnature and shall indicate that he/she is signing for the firm, the name of
which isprinted thereport.

The auditor's repot of a compaty mettioned under paagraph (b)) <hdl
likewiee indcae the dgning auditorfpatner’s accreditation number  with  the
Sauriies Exchange Commisson In cae of an auditing firm, its accreditetion
number must likewise beindicated.

Represantations as to the Audit - The auditor's report shdl dae whether the
examindion was mede in accordence with GAAS in the Philippines and gl
desgnate any auditing procedure deemed necessry by the auditor under the
dreumdances of the paticular case, which have been omitted, and the reasons for
their omission. This rule, however, shdl not be congtrued to imply authority for
the omission of awy procedure which indegpendent auditors would  ordinrily
employ in the course of an audit mede for the purpose of expressing the opinion
required by paragraph (jii) below.

Opinion to be Expressad - The auditor's report shdl dae dealy the opinion of the
independent auditor on the farness of presentation in conformity with GAAP of
thefinandd datements

Exceptions - Any mater to which the independent cattified public accountant
tekes exception shdl be dealy identified, the exception thereto spedificdly and
dealy dated and to the extent practicable, the effect of each such exception on the
rdaed finendd daements given.  In cases when finendd datements filed with
the Commisson pursuant to its rules and reguldions are prepared in accordance
with accounting principles for which there is no subdantid authoritative support,
such finendd datements will be presumed to be mideading or inaccurate despite
disdlosures contained in the report of the accountant or in footnotes to the finencid
gatements provided the mettersinvolved are materid.

In cases where there is a difference of opinion between the Commisson and the
corpordtion as to the proper principles of accounting to be followed, disclosure
will be accepted in lieu of correction of the finencid Satements themsdves only if
the points involved are such that there is subdtantiad authoritative support for the
practices followed by the corporation and the pogtion of the Commisson has not
previoudy ben expressed in rules, reguldions or other offidd pronouncements of
the Commission.

Soadial report a time of firgt filing by accountant -

All finendd datements to be submitted by a corporation to the Securities and
Exchange Commisson which ae required to be catified by an  independent
Cetified Public Acoountart, shal in addition to the report of the cartifying CPA,
be accompanied by a Saement of Represntation, which shdl indicae the
faloning:

“TO THE SECURITIESAND EXCHANGE COMMISSON:
In  oconneion  with my examingion of the finandd daements of

dient-corpordtions, which ae to be submitted to the Commisson, | heedy
represant the following:



d.

That | am in the adive practice of the acoounting professon and
duly regigtered with the Board of Accountancy (BOA);

Tha finendd daements ae presented in conformity with generdly
acoepted accounting principles in the Philippines in dl cases where | ghdl
express an unqudified opinion; Except thet in case of any departure from
such principles | shdl indicate the nature of the departure the effects
thereof, and the reasons why compliance with the principles would result
inamideading satemert, if suchisafact;

That | dhdl fully mest the requirements of independence as provided
under the Code of Professond Ethicsfor CPAS

That in the conduct of the audt, | shdl comply with the genedly
acogpted  auditing sandards promulgated by the Board of  Acoountancy;
in cae of ay depature from such sandards or any limitation in the
soope of my examingion, | shdl indicate the nature of the departure and
the extent of the limitation, the ressons therdfore and the effects thereof
on the expresson of my opinion or which may necesstate the negation of
the expresson of an opinion;

That | shall comply with the applicable rules and egulations of the
Sacurities and  Exchange  Commision in the preparation  and
submission of financial Satements, ad

That rdaive to the expression of my opinion on the sad finendd
gatements | shdl not commit any acts discreditable to the professon as
provided under Code of Professond Ethicsfor CPAs

As a CPA egaged in public practice | make thee representations in My
individua capadity and asa partner in the acoounting firm of .

Sgnaure
Printed Name
BOA Cet. No.
PTR No.
TIN

Dae

For corporations filing under Rule 68 (and therefore not covered by Rule 68.1), the
external auditor mug issue a supplemental written datement indicating the

following:

“To the Sockholders and the Board of Directors
Name of Company

Address

I/We have examined the financial statements of (name of company) for the year

ended

, onwhich | have rendered the attached report dated

In compliance with SRC Rule 68, I/We are stating that the said company has a
total number of stockholders owning one hundred (100) or more shares

each.

For thefirm: (if signing for the firm)

Sgnature of the External Auditor
BOA No.
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PRC No.
SEC Accreditation (if any)
PTR No., issue data and place

I ssue date”

Quch datement may be incorporated in the report accompanying the Income Tax
Return, which isrequired to be submitted with the Bureau of Internal Revenue.

To support the above datement, the auditor may undetake the audit procedures
he'she deems necessary, such asthefollowing:

1 Obtain a certification from the issuer’s corporate sscretary on the number of
gockholdersand their corresponding shareholdings

2. Ingpect the stock and trandfe book and conduct the tests nesded to validate
their entriesand balances.

Examination of Finandial Statementsby More Than One Accountant

If, with reppect to the examindion of the finendd gSalements, pat of the examindion is
mede by an independent Certified Public Accountant other then the prindipd accountant
and the principd accountant dects not to place relisnce on the work of the other
acoountant, the sepaate repot of the other accountant shdl be filed. However,
notwithstanding the provisons of this Paragraph, reports of other accountants which may
atherwise be required in filings need not be presentasl in annual reportsto security holders.

4. FRAMEWORK FOR THE PREPARATION AND PRESENTATION OF HNANCIAL
STATEMENTS

a

This section shdl be goplicdble to generd-purpose finendid datements prepared and presented
in accordance with GAAP in the Philippines and which are filed by corporaions covered by
this Rue It summarizes the framework for the prepaaion and presatation of finencid
daements of commedd, indudrid and busness reporting enterprisss However, some
enterprises may be covered by industry -specific reporting formet.

Underlying Asumptions
(i) Acoud Bess

In order to meet thar objectives finendd datements are prepared on the acoud beds of
accounting.  Under this bess the effects of transactions and other events are recognized
when they occr (and not as cash or its eguivdent is receved or pad) ad they ae
recorded in the accounting records and reported in the finendd datements of the peiods to
which they rdate Hence, they provide the type of information about pest transactions and
other eventsthat ismaost useful to usersin meaking economic decisons.

(i) Gaing Concam

The finandd datements ae normdly prepared on the assumption that a corporation is a
going concan and will cotinue in operdion for the foressesble future  Hence it is
asumed that the corporation hes neither the intention nor the need to liquidate or curtal
materidly the scde of its opedions if such intetion exids the finendid Statements may
haveto be prepared on adifferent basisand, if 0, thebassused isdisdosed.

Qualitative Char acterigics

The informetion provided in the finendd daements shdl have the fdlowing quditetive
11



characterigtics

0

(i)

(i)

V)

)

(i)

(vii)

(viii.)

®

Undergandability. The information provided in finendd daements ae  readily
undersandableby users.

Rdevace Infomdion mus be rdevat to the dedsonrmeking nesds of usas
Infformation has the qudity of rdevance when they influence the economic decisons
of usas by hdping them evduae past, present or future events or confirming, or
corecting, thar past evdudions The predicive and cofirmaory rdes of
information areinterrdated.

Mateidity. Informetion is materid if its omisson or mistatement oould influence
the economic dedsons of usas teken on the beds of the finendd daements
Mderidity degpends on the Sze of the item or eror judged in the paticula
drcumdances of its omisson or misstaement. Thus mderidity provides a threshad
o cut-off point raher than beng a pimay quditaive chaacteidic which
information must haveif it isto beuseful.

Rdiability.  Information has the qudity of rdigbility when it is free from materid
aror and biss and can be depended upon by users to represent faithfully thet which it
dther purportsto represent or could reasonably be expected to represent.

Faithfu Representation. Information must represent  fathfully the transactions and
other events it ether purports to represent or could reasonably be expected to
represent.

Subdance Over Form. The information must be accounted for and preseted in
accordance with their subgtance and  economic redity and not medy thar legd form.
The subdance of transactions or other events is not dways condgent with that which
isgpparent from their legd or contrived form.

Neutrdity. The informetion contained in finencid daements must be neutrd, that is
free from bias Fnandd datements are not neutrd if, by the sdection or presentation
of information, they influence the meking of a dedson o judgment in oder to
achieve apredetermined resuilt or outcome.

Prudencg(Consarvdism).  Prudencelconsarvatisn  is the induson of a degree  of
cation in the exedse o the judgments nesded in meking the edimaes required
under conditions of uncertanty, such tha assts or income ae not overdated and
lidhilites or expensss ae not  underdated. However, the exedse of
prudence/consavatisn  does not dlow the ddibade undedaement of eassHs or
income, o the ddiberate ovadaemet of ligblites or expensss becaue the
finandd daements would not be neutrd and, therdfore not have the qudity of
religbility.

Completeness. The information in finendd daements mugst be complete within  the
bounds of maeidity and cod.  An omisson can cause informdion to be fdse or
mideading and thus unrdisble and defidient in teems of itsrdevance

Comparability. Usars mus be &le to compare the finendd daements of a
corporation through time in order to identify trends in its finendd pogtion and
peformance Usas must dso be ale to compare the finendd datements of different
coporations in order to evduate thar rdaive finendd pogtion, peformence ad
changes in finandd postion.  Hencg the messurement and display of the finendd
dfect of like transctions and other everts must be caried out in a condgtert way
throughout a corporation and over time for that corporaion and in a consgtent way
for different corporations.

Badgc Financial Satementsand Minimum Presentation



0

(iii)

Bdance Shet

Asaminimum, the face of the belance sheet should indude the fallowing lineitems

1)
2)
3
4
5)
6)
7
8)
9

Cashand Cash Equivdents,

Fnandd Ass;

Trade and Other Recaivables

Inventories,

Property Plant and Equipment;

Investments accounted for using the equity method,;
Intangible Assets

Trade and other payables,

Tax Lighilitiesand as=ts;

10) Provisons,

11) Nortcurrent interest-bearing lighilities;
12) Minority interest; and

13) Issued capitd and reserves.

Except as othewise required by the Commisson, the various line items and discosures
st forth for this form of datement shdl be in accordance with the Philippine Financial
Reporting Sandards (PFRS) enumerated under paragraph (2)(a) of thisRule.

Income Saemant

Asaminimum, the face of theincome statement should indude thefallowing lineitems

i
2)
3
4)

5)
6)
7
8)
9

Reverve

Theresults of operating activities;

Finance codts

Share of income and losses of assodaes and joint ventures accounted for usng the
equity method,

Tax Expensess

Incorre or lossfrom ordinary activities;

Extreordinary items;

Minority interest; and

Net income or lossfor the period.

Except as othewise required by the Commisson, the various line items and disclosures
s forth for this form of datement shdl be in accordance with the PERS enumerated
under paragrgph (2)(a) of thisRule

Satement of Changesin Equity

Except as othewise required by the Commision, Staements of Chenges in  Equity
sdl be prepared in accordance with the generdly acoepted accounting  principles in
the Philippines [See ddfinition in paragraph 1(b)(v) of Rule 68]. This Annex merdy
emphedzes some requirements as to presentation and disdosures on the Statements of
Changesin Equity.

@

A corporation shdl presant, as a separate component of its finencid daements a
saement showing:

a Thenetincomeor lossfor the period;
b. Each item of income and expenss gan o loss which, as required by other

Saemetts of Hnandd Aoccounting Standards is recognized diredly in
equity, and thetotdl of theseitems; and

13



(iv)

V)

¢ The aumuldive dfect of changes in accounting policy dedt with under the
Benchmark trestment, and the correction of fundamentd erors as required by
PFRS.

2 In addiition, a.corporation shall present, either within this Satement or in the notes:
d. Capitd transactions with owners and digtributions to owners;

e The Bdance of accumulaed income or loss a the beginning of the period ad
a the belance sheat date, and the movementsfor the period; and

f. A recondligion between the carying amount of eech dass of capitd dock,
additiond paid in capitd and each resave a the beginning and the end of the
period, ssparatdy disdosng eech movemert.

(@  The reguirements above may be met in a number of ways. The goproach adopted
sdl fdlow a coumna forma which recondles between the opening and dosing
bdances of each dematt within sharehddes equity, induding items (@ to (f).
An dternaive is to preset a separate component of the finendd datements which
presents only items (8 to (¢). Under this goproach, the items described in (d) to
(f) ae shown in the notes to the finandd datements  Whichever gpproach is
adopted, a subtotd of the items in (b) to engble usars to derive the totd gains and
losses arising from the regidtrant’ sadtivities during the period, is required.

Cash How Satement

Except & otherwise anounced by the Commisson, the vaious line items ad
ddoares st foth for this fom of saement shdl be in accordance with the PRFES
under paragrgph (2)(a) of thisRule.

Notesto Finencid Satements
(Acoounting Policies and Explanatory Notes)

Excent as othewise announced by the Commission, the vaious disdosures for this part
of the finandd daement shdl be in accordance with the PERS enumeraed under

peragraph (2)(8) of thisRule

5. COMPARATIVE FINANCIAL STATEMENTS

@

®

©

@

The finandd datements to be filed with the Commisson shdl be presented in compearative
form. The figures for the most recently ended fiscd year may be presated a the right
portion immediatdy dfter the accounts name, followed by the figures for the last preceding
YeR.

Balance Shest

The audited bdance sheds ddl be as of the end of each of the two mos recant completed
fiscd years

I ncome Satement, Cash Flow Statement and Statement of Changesin Equity

If practicsble, these datements shdl be for each of the two mogt recent completed fiscd
yearsor such shorter period asthe company (induding predecessors) hesbeenin existence.

An explangtion through a note or othewise sdl be made explaining the ressons for filing
asngleperiod datement, eg. it isthefirst period of anew company.

14



© When finendd datemants are presated on a compardive beds for more then the peiods
required, the auditor's report need not extend to prior periods for which the finandd
satements are not reguired to be audited.

0

If the financd datements of the prior year were not audited, such datements should
be maked prominetly as "UNAUDITED." In addition, the auditor should disdose
this fact in his report by a satement to that effect in a sgparate paragreph after the

opinion paragreph.

If the finandd daements of a priorpeiod have ben examined by ancther
independent  catified public accountant whose report is not presented, the datements
should be maked to disdose praminently thet they are not being reported upon by
the current auditor. If the auditor of the finendd Statements for such periods did not
give an unqudified opinion on such datements, the auditor for the current year
should indicate in the scope paragrgph of his report (1) that the finencid Satements
of the prior-period were examined by other auditors, (Il) the date of ther report (1)
the type of opinion expressed by the predecessor auditor and (IV) the subgtartive
reesonsit was qudlified.

PENALTIES REPEALING CLAUSE AND EFFECTIVITY

a Penalties

All Fnancid Statements submitted to this Commisson shdl adchere drictly to the
provisons of these Rules

Penalties shall beimposed on the erring company in the following cases
1. Materid misrepresentation in thefinancial satements;

2. Any material deviation from the generally accepted accounting prindples
in the Philippines, such as.

a. Failure to adopt an acoounting standard required by this Rule
resultingin amaterial misstatement;

b. Failure to disdose reguired information and other rdevant or
material information;

¢ Falure to submit any badsc component of the finandal
datements, and

d. Failureto presnt therequired compar ativefigures

3. Failure to submit finandal satements audited by a qualified independent
certified public acocountant;

4. Failuretosubmit acomplete Satement of Management’sResponshility;
5. Failureto comply with any other requirement of thisRuleor Rule68.1.

The pendlties imposable on an ering company for the vidation of this Rule
or Rule 681 shal be in addition to the fine imposable due to late or
incomplete filing of other parts of any report to which the finandal
satementsarerequired to be attached.

Sugpenson or revocation of the primary franchise and/or secondary license
may likewise be imposed by the Commission in addition to the impostion of
fines.

The above-mentioned penalties shall be without preudice to the filing of
ciminal charges againg the persons regponsble for the vioation, as
provided for in Section 54.2 of the Securities Regulation Code.
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b.

Amendment of the Financial Satements

The Commisson dhall make a deermination whether the misstatement or
incompleteness in the financial datements is material, eg., departure from GAAP,
amount exceeding 10% of the total assets or net income which shall cause the
amendment and re-issuance of the financial datements  Otherwise the company
chall submit an addendum to the finanda datements with an Audit Committee
Resolution taking up thefindingsand corrective measuresto betaken thereon.

Repealing Clause

With the full adoption of PAS No. 21 (The Effects of Changes in Foreign Exchange
Rates), SEC Memorandum Circular No. 14, Series of 2003 (Guiddines in the
Preparation of Functional Currency) ishereby rescinded.

Each company intending to apply the provisons on functional currency reporting
shall natify the Commission in writing.

All other rues and reguldions drculas or memoranda or ay pat thereof, in conflict
with or contrary to thee Rules or ay portion hereof, ae hereby repeded or modified
acocordingly.

Effectivity

Unless othewise soedified, SRC Rule 68 and the accompanying Rule 681, as amended,
ddl become effective for audited finandd datements covering peiods ending December
31, 2005 and onwards and for inteim finencid datements dating the fird quarter of
2006 and theresfter.

November __, 2005, Mandduyong City, Philippines.

FEB.BARIN
Charperson
JOFELIA J. POBLADOR MA.JUANITA E.CUETO
Commissone Commissong
JESUSEG. MARTINEZ RAUL J. PALABRICA
Commissoner Commissoner
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