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(Forward) 

PETROENERGY RESOURCES CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In U.S. Dollars)

Audited
30-Jun-15 30-Jun-14 31-Dec-14

ASSETS
Current Assets
Cash and cash equivalents $4,849,781 $9,002,174 $2,818,154 
Short-term investments                              -                   941,969                    186,513 
Financial assets at fair value through profit or
loss (FVPL)                  163,016                    155,238                    163,052 
Receivables               4,319,386              6,567,455                 3,571,608 
Crude oil inventory                  149,356                 190,147                    419,142 
Prepaid expenses and other current assets            16,647,997              1,173,134                 2,622,512 

Total Current Assets            26,129,536               18,030,117                 9,780,981 

Noncurrent Assets
Property,plant and equipment            80,106,166               76,005,338               79,057,641 
Deferred oil exploration costs            18,672,040               15,985,708               19,112,571 
Investment in a joint venture            27,732,221                 7,163,541               27,630,596 
Investment properties                    31,417                      31,417                      31,417 
Deferred tax assets-net                  202,036                    239,362                    202,036 
Other noncurrent assets               6,542,048                 5,743,474                 6,232,264 

Total Noncurrent Assets          133,285,928             105,168,840             132,266,525 
$159,415,464 $123,198,957 $142,047,506 

LIABILITIES AND  EQUITY
Current Liabilities
Accounts payable and accrued expenses $2,502,247 $3,379,002 $5,141,956 
Current portion of loans payable            15,788,517                              -                 16,679,150 
Income tax payable                       4,188                    604,192                           477 

Total Current Liabilities            18,294,952                 3,983,194               21,821,583 

Noncurrent Liabilities
Loans payable - net of current portion            44,727,068               61,790,020               44,969,915 
Asset retirement obligation                  636,056                    353,839                    608,542 
Derivative liability            10,589,581                              -                 10,677,196 
Accrued retirement liability                    68,805                    118,095                      69,374 
Deferred tax liabilities               5,086,411                              -                   5,128,494 

Total Noncurrent Liabilities            61,107,921               62,261,954               61,453,521 
Total Liabilities $79,402,873 $66,245,148 $83,275,104 

Equity
Attributable to equity holders of the Parent 
Company
Capital stock $9,391,312 $6,321,533 $6,321,533 
Additional paid- in capital            35,620,588               25,244,737               25,244,737 
Retained earnings 
       Appropriated               3,149,555                 3,149,555                 3,149,555 
       Unappropriated            18,455,845               14,218,978               16,219,666 
Remeasurement of net accrued retirement 
liability                   (38,406)                    (47,563)                    (38,406)

Unaudited
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Audited
30-Jun-15 30-Jun-14 31-Dec-14

Unaudited

Cumulative translation adjustment             (1,035,037)                  (314,235)                  (804,317)
           65,543,857               48,573,005               50,092,768 

Non-controlling interest            14,468,734                 8,380,804                 8,679,634 
Total Equity $80,012,591 $56,953,809 $58,772,402 

$159,415,464 $123,198,957 $142,047,506 
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PETROENERGY RESOURCES CORPORATION
CONSOLIDATED STATEMENT OF INCOME
(In U.S. Dollars)

For the 2nd 
Quarter

To date For the 2nd 
Quarter

To date

OIL REVENUES
Oil Revenues $2,059,010 $3,602,564 $3,855,582 $6,823,856
Electricity Sales 4,611,702      8,876,472          4,306,046           6,851,721             

6,670,712      12,479,036       8,161,628           13,675,577           
COST OF SALES

Costs of Oil Revenues
Oil production operating expenses 1,080,305      2,138,740          1,214,212           2,542,305             
Depletion 427,541         770,752             381,565              702,141                

1,507,846      2,909,492          1,595,777           3,244,446             
Costs of Electricity Sales 1,810,275      3,424,138          1,439,336           2,159,888             

3,318,121      6,333,630          3,035,113           5,404,334             

GROSS INCOME 3,352,591      6,145,406          5,126,515           8,271,243             

771,955         1,685,466          779,054              1,842,969             

OTHER INCOME (CHARGES)
Interest income 28,957            40,944               18,944                46,133                  
Net unrealized foreign exchange gain (loss) (185,294)        (214,646)            (353,897)             (276,861)              
Net unrealized gain (loss) on fair value changes 
on  financial assets at  FVPL (6,819)             1,343                  5,409                  14,673                  
Interest expense (1,216,370)     (2,523,326)        (1,255,203)          (2,027,818)           
Accretion expense (14,698)          (29,395)              (12,725)               (25,450)                
Miscellaneous income 54,760            107,403             39,806                119,291                
Share in net loss of an Associate (312,162)        (380,232)            (64,538)               (110,228)              
Share in deconsolidated retained earnings (299,777)        (299,777)            -                      -                       

(1,951,403)     (3,297,686)        (1,622,204)          (2,260,260)           

Gain on sale of investment in a subsidiary 2,121,393      2,121,393          -                      2,609,663             

INCOME BEFORE INCOME TAX 2,750,626      3,283,647          2,725,257           6,777,677             

PROVISION FOR INCOME TAX 15,142            18,195               543,839              803,780                

NET INCOME $2,735,484 $3,265,452 2,181,418           5,973,897             

NET INCOME (LOSS) ATTRIBUTABLE TO:
Equity Holders of the Parent Company $2,131,574 $2,236,179 $1,679,866 $5,174,677
Noncontrolling interest 603,910         1,029,273          501,552              799,220                

NET INCOME $2,735,484 $3,265,452 $2,181,418 $5,973,897

EARNINGS PER SHARE (EPS) FOR NET INCOME 
ATTRIBUTABLE TO EQUITY HOLDERS OF
THE P A R EN T C OM P A N Y- B A S IC  A N D  D ILUTED $0.0060 $0.0063 $0.0061 $0.0189

30-Jun-15

GENERAL AND ADMINISTRATIVE EXPENSES

30-Jun-14
Unaudited
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SEC’s approval of PetroWind’s increase in authorized capital stock on August 23, 2013.  
Effectively as of December 31, 2013, PetroGreen held 80% equity share in PetroWind.   
 
On November 21, 2013, PetroGreen and CapAsia ASEAN Wind Holdings Cooperatief U.A. 
(CapAsia) entered into a Share Purchase Agreement (SPA) which sets out the parties’ mutual 
agreement as to the sale of 2,375,000 shares in PetroWind held by PetroGreen, which is 
equivalent to 40% of the total issued and outstanding shares of PetroWind.  The purchase 
price for the sale of shares, as set out in Section 3 of the SPA, shall be $5,337,079 upfront 
payment and a premium of $2,600,000 which will be paid on a staggered basis. 
 
Simultaneously on November 21, 2013, PetroGreen, CapAsia and EEIPC entered into a 
Shareholders’ Agreement (SA).  The SA will govern their relationship as the shareholders of 
PetroWind as well as containing their respective rights and obligations in relation to 
PetroWind.  Further, the SA contains provisions regarding voting requirements for relevant 
activities that require unanimous consent of all the parties.  PetroGreen, CapAsia and EEIPC 
agree that their equity ownership ratio in PetroWind are at 40%, 40% and 20%, respectively. 
 
Although the SPA and the SA were executed on November 21, 2013, these did not result to 
PetroGreen’s immediate loss of control over PetroWind.  The loss of control did not happen 
until February 14, 2014, the Closing Date. 
 
As of December 31, 2013, MGI and PetroWind were effectively subsidiaries of PetroEnergy 
through PetroGreen, since PetroEnergy wholly owned PetroGreen and PetroGreen owned 
majority of the voting power of MGI and PetroWind. 
 
On February 14, 2014, the Closing Date, the payment has been received from sale of the 
shares as executed in the Deed of Assignment covering the transfer of shares from PetroGreen 
to CapAsia and all the conditions precedent have been satisfactory completed.  As such, 
PetroGreen lost its control over PetroWind while CapAsia was given full voting and economic 
rights as a 40% shareholder.   
 
On June 9, 2014, PetroEnergy sold its 10% holdings in PetroGreen to EEI Power Corporation 
(EEIPC) in order to raise additional funds for its renewable energy ventures.  The sale reduced 
PetroEnergy’s ownership in PetroGreen to 90%. 
 
On June 17, 2015, PetroGreen, together with EEIPC, incorporated a new subsidiary, 
PetroSolar Corporation (PetroSolar), to undertake the 50 MW Tarlac Solar Power Project in 
Tarlac City.  PetroGreen owns 56% of PetroSolar, while EEIPC owns 44%. 
 
As of June 30, 2015 and December 31, 2014, MGI and PetroSolar are effectively  subsidiaries 
of PetroEnergy through PetroGreen, since PetroEnergy owned 90% of PetroGreen and 
PetroGreen owned majority of the voting power of MGI and PetroSolar.  PetroEnergy, 
PetroGreen, MGI, and PetroSolar are collectively referred to as the Group. 
 

b. Nature of Operations 
The Group’s four (4) main energy businesses are petroleum, wind, geothermal, and Solar.   

 
Petroleum 
Petroleum production is on-going in the Etame (Gabon) concession, while the other petroleum 
concessions in the Philippines (Northwest Palawan, Offshore Mindoro, Eastern Visayas) are 
still in the advanced exploration stages or pre-development stages.   

 
Wind Energy 
The wind energy project is the 36-megawatt (MW) NWPP in Nabas, Aklan 
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Geothermal Energy 
The geothermal project is the 20-MW Maibarara Geothermal Power Project (MGPP) in Sto. 
Tomas, Batangas. 
 
Solar Energy 
The solar power project is the 50 MW Tarlac Solar Power Project (TSSP) in Tarlac City, 
Tarlac. 

 
The accompanying interim financial statements were approved and authorized for issue by the BOD. 
 
2. Basis of Preparation 
 

The accompanying consolidated financial statements have been prepared under the historical cost 
convention method, except for financial assets carried at fair value through profit or loss (FVPL) 
and the Group’s crude oil inventory that have been measured at fair value.  Figures are presented 
in United States (US) Dollar ($), the Parent Company’s functional currency.  All amounts are 
rounded to the nearest dollar unless otherwise indicated. 

 
Statement of Compliance 
The accompanying consolidated financial statements have been prepared in compliance with 
Philippine Financial Reporting Standards (PFRS). 

 
Basis of Consolidation 
The consolidated financial statements comprise the financial statements of the Group as at June 
30, 2015 and December 31, 2014.  The financial statements of the subsidiaries are prepared for the 
same reporting year as the Group, using consistent accounting policies. 

 
Below are the Group’s subsidiaries with its respective percentage ownership as of June 30, 2015 
and December 31, 2014: 

 
 Percentage of Ownership 
 30-Jun-15 31-Dec-14
PetroGreen 90% 100% 
Percentage share of PetroGreen to its subsidiaries   
      MGI 65%2 65%
      PetroSolar 56%2 – 
      PetroWind 40%2 40%1 
Navy Road Development Corporation (NRDC) 100% 100% 

 
1As a result of the loss of control on February 14, 2014, PetroWind became a joint venture 
between PetroGreen, CapAsia and EEIPC. 
 
2As a result of the sale of 10% stake in PGEC, consolidated PERC’s ultimate share in MGI and 
PetroSolar’s retained earnings and income is reduced by 10% as of June 30, 2015. 
 
Subsidiaries are consolidated when control is transferred to the Group and cease to be consolidated 
when control is transferred out of the Group.  Control is achieved when the Group is exposed, or 
has rights, to variable returns from its involvement with the investee and has the ability to affect 
those returns through its power over the investee.  Specifically, the Group controls a subsidiary if 
and only if the Group has: 

 
a) Power over the investee (i.e. existing rights that give it the current ability to direct the relevant 

activities of the investee) 
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b) Exposure, or rights, to variable returns from its involvement with the investee, and 
c) The ability to use its power over the investee to affect its returns 

 
When the Group has less than a majority of the voting or similar rights of an investee, the Group 
considers all relevant facts and circumstances in assessing whether it has power over an investee, 
including: 

 
a) The contractual arrangement with the other vote holders of the investee 
b) Rights arising from other contractual arrangements 
c) The Group’s voting rights and potential voting rights 

 
The Group re-assesses whether or not it controls an investee if facts and circumstances indicate 
that there are changes to one or more of the three elements of control. 
 
On February 14, 2014, the Group disposed its investment in PetroWind and its interest of 80% was 
reduced to 40% where it lost its control over PetroWind.  As of and for the year ended December 
31, 2014 and June 30, 2015, PetroWind was deconsolidated. 
 
The consolidated financial statements are prepared using uniform accounting policies for like 
transactions and other events in similar circumstances. All intercompany balances and 
transactions, intercompany profits and expenses and gains and losses are eliminated during 
consolidation.  All intercompany balances, transactions, income and expenses and profit and 
losses are eliminated in full. 
 
Noncontrolling interests are presented separately from the Group’s equity.  The portion of profit or 
loss and net assets in subsidiaries not wholly-owned are presented separately in the consolidated 
statement of income, consolidated statement of comprehensive income and consolidated statement 
of changes in equity, and within equity in the consolidated statement of financial position. 

 
Losses within a subsidiary are attributed to the noncontrolling interests even if that results in a 
deficit balance. 

 
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an 
equity transaction.  If the Group loses control over a subsidiary, it: 

 
• Derecognizes the assets (including goodwill) and liabilities of the subsidiary, the carrying 

amount of any noncontrolling interest and the cumulative translation differences, recorded in 
equity. 

 
• Recognizes the fair value of the consideration received, the fair value of any investment 

retained and any surplus or deficit in the consolidated statement of income. 
 

• Reclassifies the parent’s share of components previously recognized in OCI to the 
consolidated statement of income or retained earnings, as appropriate. 
 

This policy is in accordance with PFRS 10, Consolidated Financial Statements. 
 
 
3. Changes in Accounting Policies 
 

The Group adopted the following new and amended PFRS, Philippine Accounting Standards 
(PAS) and Philippine Interpretations that became effective beginning January 1, 2015 in the 
accompanying consolidated financial statements.  Except as otherwise indicated, the adoption of 
the new and amended PFRS, PAS and Philippine Interpretations did not have any effect on the 
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consolidated financial statements of the Group. 
 
• PAS 19, Employee Benefits - Defined Benefit Plans: Employee Contributions 

PAS 19 requires an entity to consider contributions from employees or third parties when 
accounting for defined benefit plans.  Where the contributions are linked to service, they 
should be attributed to periods of service as a negative benefit.  These amendments clarify 
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.  The amendments will have no impact on the Group’s financial statements. 

 
Annual Improvements to PFRSs (2010-2012 cycle) 
The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning 
on or after January 1, 2015 and are not expected to have a material impact on the Group. 
 
• PFRS 2, Share-based Payment - Definition of Vesting Condition  

This improvement is applied prospectively and clarifies various 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 

another entity in the same group 
• A performance condition may be a market or non-market condition 
• If the counterparty, regardless of the reason, ceases to provide service during the vesting 

period, the service condition is not satisfied.  
 
This amendment does not apply to the Group as it has no share-based payments. 

 
• PFRS 3, Business Combinations - Accounting for Contingent Consideration in a Business 

Combination 
The amendment is applied prospectively for business combinations for which the acquisition 
date is on or after July 1, 2014.  It clarifies that a contingent consideration that is not classified 
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 Group shall consider this 
amendment for future business combinations. 

 
• PFRS 8, Operating Segments - Aggregation of Operating Segments and Reconciliation of the 

Total of the Reportable Segments’ Assets to the Entity’s Assets 
The amendments are applied retrospectively and clarify that: 
 
• An entity must disclose the judgments made by management in applying the aggregation 

criteria in the standard, including a brief description of operating segments that have been 
aggregated and the economic characteristics (e.g., 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 reported to the chief operating decision maker, similar to the required 
disclosure for segment liabilities. 

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

 
• PAS 16, Property, Plant and Equipment - Revaluation Method - Proportionate Restatement of 
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Accumulated Depreciation 
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset 
may be revalued by reference to the observable data on either the gross or the net carrying 
amount. In addition, the accumulated depreciation or amortization is the difference between 
the gross and carrying amounts of the asset.  The amendment will have no impact on the 
Group’s consolidated financial position or performance. 

 
• PAS 24, Related Party Disclosures - Key Management Personnel 

The amendment is applied retrospectively and clarifies that a management entity, which is an 
entity that provides key management 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 disclosures 
only and will have no impact on the Group’s consolidated financial position or performance. 

 
 

Annual Improvements to PFRSs (2011-2013 cycle) 
The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods beginning 
on or after January 1, 2015 and are not expected to have a material impact on the Group. 

 
• PFRS 3, Business Combinations - Scope Exceptions for Joint Arrangements 

The amendment is applied prospectively and clarifies the following regarding the scope 
exceptions within PFRS 3: 
 
• Joint arrangements, not just joint ventures, are outside the scope of PFRS 3. 
• This scope exception applies only to the accounting in the financial statements of the joint  

arrangement itself. 
 

The amendment will have no impact on the Group’s consolidated financial position or 
performance. 

 
• PFRS 13, Fair Value Measurement - Portfolio Exception 

The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13 
can be applied not only to financial assets and financial liabilities, but also to other contracts 
within the scope of PAS 39.  The amendment will have no significant impact on the Group’s 
consolidated financial position or performance. 

 
• PAS 40, Investment Property 

The amendment is applied prospectively and clarifies that PFRS 3, and not the description of 
ancillary services in PAS 40, is 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).  The amendment will have no significant impact on the Group’s consolidated 
financial position or performance. 

 
Standards Issued but not yet Effective 
The Group has not applied the following PFRS and Philippine Interpretations which are not yet 
effective as of January 1, 2015.  This list consists of standards and interpretations issued, which 
the Group reasonably expects to be applicable at a future date.  The Group intends to adopt those 
standards when they become effective.  The Group does not expect the adoption of these standards 
to have a significant impact in the financial statements, unless otherwise stated. 
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Effective January 1, 2016 

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

Acceptable Methods of Depreciation and Amortization (Amendments) 
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of 
economic benefits that are generated from operating a business (of which the asset is part) 
rather than the economic benefits that are consumed through use of the asset.  As a result, a 
revenue-based method cannot be used to depreciate property, plant and equipment and may 
only be used in very limited circumstances to amortize intangible assets.  The amendments are 
effective prospectively for annual periods beginning on or after January 1, 2016, with early 
adoption permitted.  The amendment will have no significant impact on the Group’s 
consolidated financial position or performance. 
 

• PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture - Bearer Plants 
(Amendments) 
The amendments change the accounting requirements for biological assets that meet the 
definition of bearer plants.  Under the amendments, biological assets that meet the definition 
of bearer plants will no longer be within the scope of PAS 41.  Instead, PAS 16 will apply. 
After initial recognition, bearer plants will be measured under PAS 16 at accumulated cost 
(before maturity) and using either the cost model or revaluation model (after maturity). The 
amendments also require that produce that grows on bearer plants will remain in the scope of 
PAS 41 measured at fair value less costs to sell.  For government grants related to bearer 
plants, PAS 20, Accounting for Government Grants and Disclosure of Government Assistance, 
will apply.  The amendments are retrospectively effective for annual periods beginning on or 
after January 1, 2016, with early adoption permitted.  The amendment will have no significant 
impact on the Group’s consolidated financial position or performance. 
 

• PAS 27, Separate Financial Statements - Equity Method in Separate Financial Statements 
(Amendments) 
The amendments will allow entities to use the equity method to account for investments in 
subsidiaries, joint ventures and associates in their separate financial statements. Entities 
already applying PFRS and electing to change to the equity method in its separate financial 
statements will have to apply that change retrospectively.  For first-time adopters of PFRS 
electing to use the equity method in its separate financial statements, they will be required to 
apply this method from the date of transition to PFRS.  These amendments are not expected to 
have any impact to the Group. 
 

• PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint 
Ventures - Sale or Contribution of Assets between an Investor and its Associate or Joint 
Venture 
These amendments address an acknowledged inconsistency between the requirements in 
PFRS 10 and those in PAS 28 (2011) in dealing with the sale or contribution of assets between 
an investor and its associate or joint venture.  The amendments require that a full gain or loss 
is recognized when a transaction involves a business (whether it is housed in a subsidiary or 
not).  A partial gain or loss is recognized when a transaction involves assets that do not 
constitute a business, even if these assets are housed in a subsidiary. These amendments are 
effective from annual periods beginning on or after January 1, 2016.  The amendment will 
have no significant impact on the Group’s consolidated financial position or performance. 
 

• PFRS 11, Joint Arrangements - Accounting for Acquisitions of Interests in Joint Operations 
(Amendments) 
The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an 
interest in a joint operation, in which the activity of the joint operation constitutes a business 
must apply the relevant PFRS 3 principles for business combinations accounting.  The 
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amendments also clarify that a previously held interest in a joint operation is not remeasured 
on the acquisition of an additional interest in the same joint operation while joint control is 
retained.  In addition, a scope exclusion has been added to PFRS 11 to specify that the 
amendments do not apply when the parties sharing joint control, including the reporting entity, 
are under common control of the same ultimate controlling party.  
The amendments apply to both the acquisition of the initial interest in a joint operation and the 
acquisition of any additional interests in the same joint operation and are prospectively 
effective for annual periods beginning on or after January 1, 2016, with early adoption 
permitted.  These amendments are not expected to have any impact to the Group.  

 
• PFRS 14, Regulatory Deferral Accounts 

PFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral 
account balances upon its first-time adoption of PFRS.  Entities that adopt PFRS 14 must 
present the regulatory deferral accounts as separate line items on the statement of consolidated 
financial position and present movements in these account balances as separate line items in 
the statement of profit or loss and other comprehensive income.  The standard requires 
disclosures on the nature of, and risks associated with, the entity’s rate-regulation and the 
effects of that rate-regulation on its financial statements. PFRS 14 is effective for annual 
periods beginning on or after January 1, 2016.  Since the Group is an existing PFRS preparer, 
this standard would not apply. 
 

Annual Improvements to PFRSs (2012-2014 cycle) 
The Annual Improvements to PFRSs (2012-2014 cycle) are effective for annual periods beginning 
on or after January 1, 2016 and are not expected to have a material impact on the Group. 
 
• PFRS 5, Non-current Assets Held for Sale and Discontinued Operations - Changes in 

Methods of Disposal 
The amendment is applied prospectively and clarifies that changing from a disposal through 
sale to a disposal through distribution to owners and vice-versa should not be considered to be 
a new plan of disposal, rather it is a continuation of the original plan.  There is, therefore, no 
interruption of the application of the requirements in PFRS 5.  The amendment also clarifies 
that changing the disposal method does not change the date of classification.  The amendment 
will have no significant impact on the Group’s consolidated financial position or performance. 

 
• PFRS 7, Financial Instruments: Disclosures - Servicing Contracts 

PFRS 7 requires an entity to provide disclosures for any continuing involvement in a 
transferred asset that is derecognized in its entirety.  The amendment clarifies that a servicing 
contract that includes a fee can constitute continuing involvement in a financial asset.  An 
entity must assess the nature of the fee and arrangement against the guidance in PFRS 7 in 
order to assess whether the disclosures are required.  The amendment is to be applied such that 
the assessment of which servicing contracts constitute continuing involvement will need to be 
done retrospectively.  However, comparative disclosures are not required to be provided for 
any period beginning before the annual period in which the entity first applies the 
amendments.  The amendment will have no significant impact on the Group’s consolidated 
financial position or performance. 

 
• PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim Financial 

Statements 
This amendment is applied retrospectively and clarifies that the disclosures on offsetting of 
financial assets and financial liabilities are not required in the condensed interim financial 
report unless they provide a significant update to the information reported in the most recent 
annual report.  The amendment will have no significant impact on the Group’s consolidated 
financial position or performance. 
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• PAS 19, Employee Benefits - regional market issue regarding discount rate 

This amendment is applied prospectively and clarifies that market depth of high quality 
corporate bonds is assessed based on the currency in which the obligation is denominated, 
rather than the country where the obligation is located.  When there is no deep market for high 
quality corporate bonds in that currency, government bond rates must be used.  The 
amendment will have no significant impact on the Group’s consolidated financial position or 
performance. 
 

Effective January 1, 2018 
 
• PFRS 9, Financial Instruments - Hedge Accounting and amendments to PFRS 9, PFRS 7 and 

PAS 39 (2013 version) 
PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39 which 
pertains to hedge accounting.  This version of PFRS 9 replaces the rules-based hedge 
accounting model of PAS 39 with a more principles-based approach.  Changes include 
replacing the rules-based hedge effectiveness test with an objectives-based test that focuses on 
the economic relationship between the hedged item and the hedging instrument, and the effect 
of credit risk on that economic relationship; allowing risk components to be designated as the 
hedged item, not only for financial items but also for non-financial items, provided that the 
risk component is separately identifiable and reliably measurable; and allowing the time value 
of an option, the forward element of a forward contract and any foreign currency basis spread 
to be excluded from the designation of a derivative instrument as the hedging instrument and 
accounted for as costs of hedging.  PFRS 9 also requires more extensive disclosures for hedge 
accounting. 

 
PFRS 9 (2013 version) has no mandatory effective date.  The mandatory effective date of 
January 1, 2018 was eventually set when the final version of PFRS 9 was adopted by the 
FRSC.  The adoption of the final version of PFRS 9, however, is still for approval by BOA.  
The adoption of PFRS 9 will have an effect on the classification and measurement of the 
Group’s financial assets but will have no impact on the classification and measurement of the 
Group’s financial liabilities.  The adoption will also have an effect on the Group’s application 
of hedge accounting.  The Group is currently assessing the impact of adopting this standard. 

 
• PFRS 9, Financial Instruments (2014 or final version) 

In July 2014, the final version of PFRS 9, Financial Instruments, was issued. PFRS 9 reflects 
all phases of the financial instruments project and replaces PAS 39, Financial Instruments: 
Recognition and Measurement, and all previous versions of PFRS 9.  The standard introduces 
new requirements for classification and measurement, impairment, and hedge accounting. 
PFRS 9 is effective for annual periods beginning on or after January 1, 2018, with early 
application permitted. Retrospective application is required, but comparative information is 
not compulsory.  Early application of previous versions of PFRS 9 is permitted if the date of 
initial application is before February 1, 2015.  
 
The adoption of PFRS 9 will have an effect on the classification and measurement of the 
Group’s financial assets and impairment methodology for financial assets, but will have no 
impact on the classification and measurement of the Group’s financial liabilities.   
 

The following new standard issued by the IASB has not yet been adopted by the FRSC  
 

IFRS 15, Revenue from Contracts with Customers 
IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply to 
revenue arising from contracts with customers.  Under IFRS 15 revenue is recognized at an 
amount that reflects the consideration to which an entity expects to be entitled in exchange for 
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transferring goods or services to a customer.  The principles in IFRS 15 provide a more 
structured approach to measuring and recognizing revenue.  The new revenue standard is 
applicable to all entities and willsupersede all current revenue recognition requirements under 
IFRS.  Either a full or modified retrospective application is required for annual periods 
beginning on or after January 1, 2017 with early adoption permitted.  The Group is currently 
assessing the impact of IFRS 15 and plans to adopt the new standard on the required effective 
date once adopted locally. 
 

 
4. Summary of Significant Accounting Policies 
 

Revenue Recognition 
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the 
Group and the income can be reliably measured.  The Group assesses its revenue arrangements 
against specific criteria in order to determine if it is acting as principal or agent.  The Group has 
concluded that it is acting as principal in all of its revenue arrangements.  The following specific 
recognition criteria must also be met before revenue is recognized: 

 
Oil Revenues 
Revenues from oil wells are recognized as income at the time of production. 

 
Electricity Sales 
Sale of electricity using geothermal energy is consummated whenever the electricity generated by 
the Group is transmitted through the transmission line designated by the buyer, for a 
consideration. 
 
Rent Income  
Rent income is accounted on a straight-line basis over the lease term. 

 
Interest Income 
Interest income is recognized as the interest accrues taking into account the effective yield on the 
asset. 

 
Gain on Sale of Investment in a Subsidiary 
The gain on sale of investment in a subsidiary is recognized when it meets the derecognition 
principle and any gain or loss on disposal is recognized in consolidated statement of income. 

 
Miscellaneous Income 
Miscellaneous income includes time writing charges, dividend income and gain on sale of 
transportation equipment.  Revenue is recognized when the Group’s right to receive the payment 
is established. 

 
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 (3) months or less from the dates of acquisition and that are subject to an insignificant risk of 
change in value. 

 
Short-term Investments 
Short-term investments are short-term placements with maturities of more than three months but 
less than one year from the date of acquisition.  These earn interest at the respective short-term 
investment rates. 
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Financial Instruments 
Date of recognition 
The Group recognizes a financial asset or a financial liability in the consolidated statement of 
financial position when it becomes a party to the contractual provisions of the instrument.  
Purchases or sales of financial assets that require delivery of assets within the time frame 
established by regulation or convention in the marketplace are recognized on the settlement date. 

 
Initial Recognition and Measurement 
Financial assets within the scope of PAS 39 are classified as either financial assets at FVPL, loans 
and receivables, held to maturity (HTM) investments or available-for-sale (AFS) financial assets, 
as appropriate.  Financial liabilities are classified as either financial liabilities at FVPL or other 
financial liabilities.  The classification depends on the purpose for which the investments are 
acquired and the Group determines the classification of the financial instruments at initial 
recognition and, where allowed and appropriate, re-evaluates this designation at each financial 
year-end. 
 
All financial assets are initially recognized at fair value plus, in the case of financial assets not at 
FVPL, directly attributable transaction costs.  All financial liabilities are initially recognized at fair 
value, less, in the case of financial liabilities not at FVPL, directly attributable transaction costs. 

 
The Group’s financial assets include financial assets at FVPL and loans and receivables and its 
financial liabilities are of the nature of other financial liabilities. 

 
Subsequent Measurement 
The subsequent measurement bases for financial assets depend on the classification.  Financial 
assets that are classified as loans and receivables are measured at amortized cost using the 
effective interest rate (EIR) method.  Amortized cost is calculated by taking into account any 
discount, premium and transaction costs on acquisition, over the period to maturity.  Amortization 
of discounts, premiums and transaction costs are taken directly to the consolidated statement of 
income. 

 
Determination of Fair Value 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date.  The fair value 
measurement is based on the presumption that the transaction to sell the asset or transfer the 
liability takes place either: 
 
• In the principal market for the asset or liability, or 
• In the absence of a principal market, in the most advantageous market for the asset or liability 
 
The principal or the most advantageous market must be accessible to by the Group.  The fair value 
of an asset or a liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best 
interest. 

 
The Group uses valuation techniques that are appropriate in the circumstances and for which 
sufficient data are available to measure fair value, maximizing the use of relevant observable 
inputs and minimizing the use of unobservable inputs. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements 
are categorized within the fair value hierarchy, described as follows, based on the lowest level 
input that is significant to the fair value measurement as a whole: 
 
• Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities 
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• Level 2 - Valuation techniques for which the lowest level input that is significant to the fair 

value measurement is directly or indirectly observable 
• Level 3 - Valuation techniques for which the lowest level input that is significant to the fair 

value measurement is unobservable 
 
For assets and liabilities that are recognized in the financial statements on a recurring basis, the 
Group determines whether transfers have occurred between Levels in the hierarchy by re-assessing 
categorization (based on the lowest level input that is significant to the fair value measurement as 
a whole) at the end of each reporting period. 
 
 
Day 1 Difference 
Where the transaction price in a non-active market is different to the fair value from other 
observable current market transactions in the same instrument or based on a valuation technique 
whose variables include only data from observable market, the Group recognizes the difference 
between the transaction price and fair value (a Day 1 difference) in the consolidated statement of 
income unless it qualifies for recognition as some other type of asset or liability. 

 
In cases where variables used is made of data which is not observable, the difference between the 
transaction price and model value is only recognized in the consolidated statement of income 
when the inputs become observable or when the instrument is derecognized.  For each transaction, 
the Group determines the appropriate method of recognizing the Day 1 difference amount. 

 
Loans and Receivables 
Loans and receivables are financial assets with fixed or determinable payments and fixed 
maturities that are not quoted in an active market.  They are not entered into with the intention of 
immediate or short-term resale and are not designated as AFS financial assets or financial assets at 
FVPL. 

 
After initial measurement, loans and receivables are subsequently measured at amortized cost 
using the EIR method, less allowance for impairment.  Amortized cost is calculated by taking into 
account any discount or premium on acquisition and fees that are an integral part of the EIR. 
Classified under this category are the Group’s cash and cash equivalents, short-term investments, 
receivables and restricted cash. 
 
Financial Assets and Financial Liabilities at FVPL 
Financial assets and financial liabilities at FVPL include financial assets and financial liabilities 
held for trading purposes, derivative instruments, or those designated by management upon initial 
recognition as at FVPL, subject to any of the following criteria: 

 
• the designation eliminates or significantly reduces the inconsistent treatment that would 

otherwise arise from measuring the assets or liabilities or recognizing gains or losses on them 
on a different basis; or 

• the assets and liabilities are part of a group of financial assets, financial liabilities or both 
which are managed and their performance are evaluated on a fair value basis, in accordance 
with a documented risk management or investment strategy; or  

• the financial instrument contains an embedded derivative, unless the embedded derivative 
does not significantly modify the cash flows or it is clear, with little or no analysis, that it 
would not be separately recorded. 

 
Financial assets and financial liabilities at FVPL are recorded in the consolidated statement of 
financial position at fair value.  Changes in fair value are reflected in the consolidated statement of 
income.  Interest earned or incurred is recorded in interest income or expense, respectively. 
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Dividend income is recognized according to the terms of the contract, or when the right of the 
payment has been established. 

 
Classified as financial assets at FVPL are the Group’s marketable equity securities held for trading 
purposes and investment in golf club shares. 
 
Derivative Financial Instruments 
Derivative financial instruments (including bifurcated embedded derivatives), if any, are initially 
recognized at fair value on the date at which the derivative contract is entered into and is 
subsequently remeasured at fair value.  Any gains or losses arising from changes in fair value of 
the derivative (except those accounted for as accounting hedges) is taken directly to the 
consolidated statement of income under “Other income”.  The derivative is carried as asset when 
the fair value is positive and as liability when the fair value is negative. 
 
As of June 30, 2015 and December 31, 2014, the Group has a free-standing derivative arising from 
call and put options under the shareholders’ agreement.  The Group recognized a derivative 
liability amounting to $10.59 million as of June 30, 2015 and $10.68 million as of December 31, 
2014.  The net unrealized loss on derivatives recognized in the consolidated statement of income 
amounted to $10.76 million for the year ended December 31, 2014. 

 
Embedded Derivatives 
An embedded derivative is separated from the host financial or non-financial contract and 
accounted for as a derivative if all of the following conditions are met: 
 
• the economic characteristics and risks of the embedded derivative are not closely related to the 

economic characteristic of the host contract;  
• a separate instrument with the same terms as the embedded derivative would meet the 

definition of a derivative; and 
• the hybrid or combined instrument is not recognized at FVPL. 
 
The Group assesses whether embedded derivatives are required to be separated from host 
contracts when the Group first becomes a party to the contract.  Reassessment only occurs if there 
is a change in the terms of the contract that significantly modifies the cash flows that would 
otherwise be required. 
 
Embedded derivatives that are bifurcated from the host contracts are accounted for as financial 
assets or liabilities at FVPL.  Changes in fair values are included in the Group’s consolidated 
statement of income. 
 
As of June 30, 2015 and December 31, 2014 , the Group has no embedded derivatives requiring 
bifurcation. 

 
AFS Financial Assets 
AFS financial assets are those which are designated as such and are purchased and held 
indefinitely, and may be sold in response to liquidity requirements or changes in market 
conditions.  AFS financial assets include equity securities. 

 
After initial measurement, AFS financial assets are measured at fair value.  The unrealized gains 
and losses arising from the fair valuation of AFS financial assets are excluded from reported 
earnings and are reported in the consolidated statement of financial position and consolidated 
statement of changes in equity. 

 
When the security is disposed of, the cumulative gain or loss previously recognized in the 
consolidated statement of changes in equity is recognized in the consolidated statement of income.  
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Where the Group holds more than one investment in the same security, these are deemed to be 
disposed of on a first-in first-out basis.  Dividends earned in AFS financial assets are recognized in 
the consolidated statement of income when right to receive payment has been established.   
The losses arising from impairment of such investments are recognized in the consolidated 
statement of income. 
 
As of June 30, 2015 and December 31, 2014, the Group has no AFS financial assets. 

 
HTM investments 
HTM investments are quoted nonderivative financial assets with fixed or determinable payments 
and fixed maturities for which management has the positive intention and ability to hold to 
maturity.  Where the Group sells other than an insignificant amount of HTM investments, the 
entire category would be tainted and reclassified as AFS financial assets.  After initial 
measurement, these investments are measured at amortized cost using the effective interest 
method, less impairment in value.  Amortized cost is calculated by taking into account any 
discount or premium on acquisition and fees that are integral parts of the EIR. 

 
The amortization is included in interest income in the consolidated statement of income.  Gains 
and losses are recognized in the consolidated statement of income under “Other income” when the 
HTM investments are derecognized and impaired, as well as through the amortization process. 

 
As of June 30, 2015 and December 31, 2014, the Group has no HTM investments. 
 
Other Financial Liabilities 
All financial liabilities are initially recognized at the fair value of the consideration received less 
directly attributable transaction costs.  After initial recognition, other financial liabilities are 
subsequently measured at amortized cost using the EIR method.  Gains and losses are recognized 
in the consolidated statement of income when the liabilities are derecognized or impaired, as well 
as through the amortization process. 
 
Classified under this category are the Group’s accounts payable and accrued expenses and loans 
payable. 
 
Classification of Financial Instruments between Debt and Equity 
A financial instrument is classified as debt, if it provides for a contractual obligation to: 

 
• deliver cash or another financial asset to another entity; or 
• exchange financial assets or financial liabilities with another entity under conditions that are 

potentially unfavorable to the Group; or 
• satisfy the obligation other than by the exchange of a fixed amount of cash or another financial 

asset for a fixed number of own equity shares. 
 

If the Group does not have an unconditional right to avoid delivering cash or another financial 
asset to settle its contractual obligation, the obligation meets the definition of a financial liability. 

 
The components of issued financial instruments that contain both liability and equity elements are 
accounted for separately, with the equity component being assigned the residual amount, after 
deducting from the instrument as a whole the amount separately determined as the fair value of the 
liability component on the date of issue. 
 
The Group has no financial instruments that contain both liability and equity elements. 
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Impairment of Financial Assets 
The Group assesses at each reporting date whether a financial or group of financial assets is 
impaired. 
 
A financial asset or a group of financial assets is deemed to be impaired if, and only if, there is 
objective evidence of impairment as a result of one or more events that has occurred after the 
initial recognition of the asset (an incurred ‘loss event’) and that loss event (or events) has an 
impact on the estimated future cash flows of the financial asset or the group of financial assets that 
can be reliably estimated.  Evidence of impairment may include indications that the borrower or a 
group of borrowers is experiencing significant financial difficulty, default or delinquency in 
interest or principal payments, the probability that they will enter bankruptcy or other financial  
reorganization and where observable data indicate that there is measurable decrease in the 
estimated future cash flows, such as changes in arrears or economic conditions that correlate with 
defaults. 
 
Loans and Receivables 
The Group first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant or collectively for financial assets that are not 
individually significant.  If there is an objective evidence that an impairment loss on loans and 
receivables carried at amortized cost has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash 
flows (excluding future expected credit losses that have not been incurred) discounted at the 
financial asset’s original EIR (i.e., the EIR computed at initial recognition). 
 
If it is determined that no objective evidence of impairment exists for an individually assessed 
financial asset loan or receivable, whether significant or not, the asset is included in a group of 
financial assets with similar credit risk characteristics and that group of financial assets is 
collectively assessed for impairment.  Assets that are individually assessed for impairment and for 
which an impairment loss is or continues to be recognized are not included in a collective 
assessment of impairment. 
 
The carrying amount of the asset is reduced through the use of an allowance for impairment loss 
account.  The amount of the loss shall be recognized in the consolidated statement of income.  If, 
in a subsequent period, the amount of the impairment loss decreases, and the decrease can be 
related objectively to an event occurring after the impairment was recognized, the previously 
recognized impairment loss is reversed.  Any subsequent reversal of an impairment loss is 
recognized in the consolidated statement of income, to the extent that the carrying value of the 
asset does not exceed what would have been the amortized cost at the reversal date had there been 
no impairment recognized. 

 
AFS Financial Assets 
If an AFS financial asset is impaired, an amount comprising the difference between its cost (net of 
any principal payment and amortization) and its current fair value, less any impairment loss 
previously recognized in consolidated statement of income, is transferred from the consolidated 
statement of changes in equity to statement of income.  Impairment reversals in respect of equity 
instruments classified as AFS financial assets are not recognized in the consolidated statement of 
income.  Reversals of impairment losses on debt instruments are reversed through the consolidated 
statement of income, if the increase in fair value of the instrument can be objectively related to an 
event occurring after the impairment loss was recognized in consolidated statement of income.  
The amount of reversal is limited to the amount that brings the carrying value of the debt 
instrument to what it could have been had there been no impairment in the first place. 
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Derecognition of Financial Assets and Liabilities 
A financial asset (or where applicable, a part of a group of financial assets) is derecognized when: 

 
• the rights to receive cash flows from the assets have expired; or 
• the Group has transferred substantially all the risks and rewards of the asset, or has assumed 

an obligation to pay them in full without material delay to a third-party under a “pass-through” 
arrangement and neither transferred nor retained substantially all the risks and rewards of the 
asset, but has transferred control of the asset. 

 
Where the Group has transferred the rights to receive cash flows from an asset or has entered into 
a pass-through arrangement and has neither transferred nor retained substantially all the risks and 
rewards of the asset nor transferred control of the asset, the asset is recognized to the extent of the 
Group’s continuing involvement in the asset.  Continuing involvement that takes the form of a 
guarantee over the transferred asset is measured at the lower of the original carrying amount of the 
asset and the maximum amount of consideration that the Group could be required to repay. 
 
Financial Liabilities 
Financial liabilities are derecognized when the obligation under the liability is discharged, 
cancelled or has expired.  Where an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the original liability 
and the recognition of a new liability, and the difference in the respective carrying amounts is 
recognized in the consolidated statement of income. 
 
Offsetting Financial Instruments 
Financial assets and financial liabilities are offset and the net amount reported in the consolidated 
statement of financial position if, and only if, there is a currently enforceable legal right to offset 
the recognized amounts and there is an intention to settle on a net basis, or to realize the asset and 
settle the liability simultaneously. 

 
Crude Oil Inventory 
Crude oil inventory is stated at fair market value. 
 
Advances, Prepaid Expenses and Other Current Assets 
Advances, prepaid expenses and other current assets pertain to resources controlled by the Group 
as a result of past events and from which future economic benefits are expected to flow to the 
Group. 

 
Property, Plant and Equipment 
Property, plant and equipment are stated at cost less accumulated depletion, depreciation and 
amortization and any accumulated impairment losses.  The initial cost of the property, plant and 
equipment consists of its purchase price, including any import duties, taxes and any directly 
attributable costs of bringing the assets to its working condition and location for its intended use 
and abandonment costs.  

 
Expenditures incurred after the fixed assets have been put into operation, such as repairs and 
maintenance, are normally charged to statement of income in the period in which 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 an item of 
property, plant and equipment beyond its originally assessed standard of performance, the 
expenditures are capitalized as an additional cost of property, plant and equipment.   
 
Depreciation of an item of property, plant and equipment begins when it becomes available for 
use, i.e., when it is in the location and condition necessary for it to be capable of operating in the 
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manner intended by management.  Depreciation ceases at the earlier of the date that the item is 
classified as held for sale (or included in a disposal group that is classified as held for sale) in 
accordance with PFRS 5, Non-current Assets Held for Sale and Discontinued Operations, and the 
date the asset is derecognized. 

 
Wells, platforms and other facilities are depleted using the units-of-production method computed 
based on estimates of proved reserves.  The depletion base includes the exploration and 
development cost of the producing oilfields.   
 
Power plant, fuel collection and reinjection system (FCRS) and production wells in the geothermal 
plant are depreciated using the straight-line method over the useful lives of the assets.  The useful 
life of these assets shall be determined once in the condition necessary for these assets to be 
capable of operating in the manner intended by management. 

 
Land improvements consist of betterments, site preparation and site improvements that ready land 
for its intended use.  These include excavation, non-infrastructure utility installation, driveways, 
sidewalks, parking lots, and fences.  Land improvements are depreciated over 5 years. 

 
Other property, plant and equipment are depreciated and amortized using the straight-line method 
over the estimated useful lives of the assets as follows: 

 
 Number of Years 
Power plant, FCRS and production wells 25 
Office condominium units 15 
Machineries and equipment 5 - 10 
Land improvements 5 
Transportation equipment 4 
Office improvements 3 
Office furniture and other equipment 2 - 3 

 
Wells in progress pertain to those development costs relating to the Service Contract (SC) where 
oil in commercial quantities are discovered and are subsequently reclassified to “Wells, platforms 
and other facilities” shown under “Property, plant and equipment” account in the consolidated 
statement of financial position upon commercial production.  Depletion of wells in progress 
commences upon transfer to property, plant and equipment and related main assets are in the 
condition necessary for it to be capable of operating in the manner intended by management. 
 
Construction in progress represents property, plant and equipment under construction and is stated 
at cost.  This includes the cost of construction to include materials, labor, professional fees, 
borrowing costs and other directly attributable costs.  Construction in progress is not depreciated 
until such time the construction is completed. 
 
The useful lives and depletion, depreciation and amortization methods are reviewed periodically to 
ensure that the period and method of depletion, depreciation and amortization are consistent with 
the expected pattern of economic benefits from items of property, plant and equipment. 
When the assets are retired or otherwise disposed of, the cost and the related accumulated 
depletion, depreciation and amortization and any accumulated impairment losses are removed 
from the accounts and any resulting gain or loss is reflected in the consolidated statement of 
income. 
 
Deferred Oil Exploration Costs 
The Group follows the full cost method of accounting for exploration costs determined on the 
basis of each SC area.  Under this method, all exploration costs relating to each SC are tentatively 
deferred pending determination of whether the area contains oil reserves in commercial quantities. 
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The exploration costs relating to the SC where oil in commercial quantities are discovered are 
subsequently reclassified to “Wells, platforms and other facilities” shown under “Property, plant 
and equipment” in the consolidated statement of financial position upon substantial completion of 
the development stage.  On the other hand, all costs relating to an abandoned SC are written off in 
the year the area is permanently abandoned.  SCs are considered permanently abandoned if the 
SCs have expired and/or there are no definite plans for further exploration and/or development. 

 
Deferred Geothermal Costs 
All costs incurred in the geological and geophysical activities such as costs of topographical, 
geological and geophysical studies, rights of access to properties to conduct those studies, salaries 
and other expenses of geologists, geophysical crews, or others conducting those studies are 
charged to profit or loss in the year such costs are incurred. 

 
If the results of initial geological and geophysical activities reveal the presence of geothermal 
resource that will require further exploration and drilling, subsequent exploration and drilling 
costs are accumulated and deferred under the “Deferred geothermal costs” account in the 
consolidated statement of financial position. 
These costs include the following: 
 
• Costs associated with the construction of temporary facilities; 
• Costs of drilling exploratory and exploratory type stratigraphic test wells, pending 

determination of whether the wells can produce proved reserves; and 
• Costs of local administration, finance, general  and security services, surface facilities and 

other local costs in preparing for and supporting the drill activities, etc. incurred during the 
drilling of exploratory wells. 

 
If tests conducted on the drilled exploratory wells reveal that these wells cannot produce proved 
reserves, the capitalized costs are charged to expense except when management decides to use the 
unproductive wells for recycling or waste disposal. 

Once the project’s technical feasibility and commercial viability to produce proved reserves are 
established, the exploration and evaluation assets shall be reclassified to property, plant and 
equipment and depreciated accordingly. 

 
As of June 30, 2015 and December 31, 2014, deferred geothermal costs amounting to $0.20 
million and $0.02 million, respectively, was recognized under “Other noncurrent assets” in the 
consolidated statement of financial position. 
 
Investment Properties 
Investment properties consist of land held for capital appreciation or rental to others.  Land is 
stated at cost less any impairment in value. 

 
The initial cost of the investment properties comprises of purchase price and any directly 
attributable costs of bringing the asset to its working condition.  Expenditures incurred after the 
investment properties has been put into operation, such as repairs and maintenance, are normally 
charged to expense in the year when 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 an item of investment properties beyond its originally 
assessed standard of performance, the expenditures are capitalized as an additional cost of 
investment properties. 

 
Investment property is derecognized when either it has been disposed of or when the investment 
property is permanently withdrawn from use and no future economic benefit is expected from its 
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disposal.  Any gains or losses on the retirement or disposal of investment properties are 
recognized in the consolidated statement of income in the year of retirement or disposal. 

 
Transfers are made to investment properties when, and only when, there is a change in use, 
evidenced by the end of owner-occupation, commencement of an operating lease to another party 
or by the end of construction or development. Transfers are made from investment properties 
when, and only when, there is a change in use, evidenced by commencement of owner-occupation 
or commencement of development with a view to sell. 
 
Interest in Joint Operations 
A joint operation is a joint arrangement whereby the parties that have joint control of the 
arrangement have rights to the assets, and obligations for the liabilities, relating to the 
arrangement. 
 
The Group recognized in relation to its interest in a joint operation its: 
• assets, including its share of any assets held jointly 
• liabilities, including its share of any liabilities incurred jointly 
• revenue from the sale of its share of the output arising from the joint operation 
• share of the revenue from the sale of the output by the joint operation 
• expenses, including its share of any expenses incurred jointly 
 
The Group accounts for the assets it controls and the liabilities it incurs, the expenses it incurs and 
the share of income that it earns from the sale of crude oil by the joint operations. 
 
Investment in a Joint Venture 
A joint venture (JV) is a type of joint arrangement whereby the parties that have joint control of 
the arrangement have rights to the net assets of the joint venture.  Joint control is the contractually 
agreed sharing of control of an arrangement, which exists only when decisions about the relevant 
activities require unanimous consent of the parties sharing control. Investment in a JV is 
accounted for under the equity method of accounting.  

 
As discussed in Note 2, the Group lost its control over PetroWind.  Prior to becoming a joint 
venture in 2014, PetroWind was accounted for as a subsidiary in previous years.  In accordance 
with PFRS, the Group measures and recognizes any retained investment at its fair value when 
there is loss of control over a subsidiary.  Any difference between the carrying amount of the 
subsidiary upon loss of control and the fair value of the retained investment and proceeds from 
disposal is recognized in profit or loss as unrealized gain on remeasurement of investment. 
 
Impairment of Nonfinancial Assets 
The Group assesses at each reporting date whether there is an indication that an asset (e.g., 
property, plant and equipment, investment properties, and deferred oil exploration and geothermal 
costs) may be impaired.  If any such indication exists, or when annual impairment testing for an 
asset is required, the Group estimates the asset’s recoverable amount.  An asset’s recoverable 
amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its value 
in use and is determined for an individual asset, unless the asset does not generate cash inflows 
that are largely independent of those from other assets or group of assets.   
 
Where the carrying amount of an asset exceeds its recoverable amount, the asset is considered 
impaired and is written down to its recoverable amount.  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.  In 
determining fair value less costs to sell, an appropriate valuation model is used.  These 
calculations are corroborated by valuation multiples, quoted share prices for publicly traded 
companies or other available fair value indicators. 
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An assessment is made at each reporting date as to whether there is any indication that previously 
recognized impairment losses may no longer exist or may have decreased.  If such indication 
exists, the Group makes an estimate of recoverable amount.  A previously recognized impairment 
loss is reversed only if there has been a change in the estimates used to determine the asset’s 
recoverable amount since the last impairment loss was recognized.  If that is the case, the carrying 
amount of the asset is increased to its recoverable amount.  That increased amount cannot exceed 
the carrying amount that would have been determined, net of depletion, depreciation and 
amortization had no impairment loss been recognized for the asset in prior years.   
 
Such reversal is recognized in the consolidated statement of income unless the asset is carried at 
revalued amount, in which case the reversal is treated as a revaluation increase. 
 
Equity 
The Group records common stock at par value and additional paid-in capital in excess of the total 
contributions received over the aggregate par values of the equity shares.  When the Group issues 
more than one class of stock, a separate account is maintained for each class of stock and the 
number of shares issued.  Incremental costs incurred directly attributable to the issuance of new 
shares are shown in equity as a deduction from proceeds, net of tax.  When any member of the 
Group purchases the Group’s capital stock (treasury shares), the consideration paid, including any 
attributable incremental costs, is deducted from equity attributable to the Group’s equity holders 
until the shares are cancelled, reissued or disposed of.  Where such shares are subsequently sold or 
reissued, any consideration received, net of any directly attributable incremental transaction costs 
and the related tax effects is included in equity. 

 
Retained earnings represent accumulated earnings of the entities within the Group less dividends 
declared and with consideration of any changes in accounting policies and errors applied 
retroactively.  The retained earnings of the Group and its subsidiaries are available for dividends 
only upon approval and declaration of each of their respective BOD.  

 
Income Taxes 
Current Tax 
Current tax assets and liabilities for the current and prior periods are measured at the amount 
expected to be recovered from or paid to the taxation authorities.  The tax rates and tax laws used 
to compute the amounts are those that are enacted or substantively enacted at the reporting date. 
 
Deferred Tax 
Deferred tax is provided using the balance sheet liability method on all temporary differences at 
the reporting date between the tax bases of assets and liabilities and their carrying amounts for 
financial reporting purposes. 

 
Deferred tax liabilities are recognized for all taxable temporary differences except to the extent 
that the deferred tax liabilities arise from the: a) initial recognition of goodwill; or b) the initial 
recognition of an asset or liability in a transaction which is not: i) a business combination; and  
ii) at the time of the transaction, affects neither accounting profit nor taxable profit or loss.   
 
Deferred tax assets are recognized for all deductible temporary differences with certain 
exceptions, and carryforward benefits of unused tax credits from excess minimum corporate 
income tax (MCIT) over RCIT and unused net operating loss carryover (NOLCO), to the extent 
that it is probable that sufficient taxable income will be available against which the deductible 
temporary differences and carryforward benefits of unused tax credits from excess MCIT and 
unused NOLCO can be utilized.  Deferred tax assets, however, are not recognized when it arises  
from the: a) initial recognition of an asset or liability in a transaction that is not a business 
combination; and b) at the time of transaction, affects neither the accounting income nor taxable 
profit or loss.   
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The carrying amounts of deferred tax assets are reviewed at each reporting date and reduced to the 
extent that it is no longer probable that sufficient taxable income will be available to allow all or 
part of the deferred tax assets to be utilized.  Unrecognized deferred tax assets are reassessed at 
each reporting date, and are recognized to the extent that it has become probable that future 
taxable income will allow the deferred tax assets to be recovered.  The Group does not recognize 
deferred tax assets and deferred tax liabilities that will reverse during the income tax holiday. 

 
Deferred tax assets and liabilities are measured at the tax rates that are applicable to the period 
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been 
enacted or substantively enacted as of the statement of financial position date. 

 
Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss. 
Deferred tax items are recognized in correlation to the underlying transaction either in profit or 
loss or other comprehensive income.  

 
Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set 
off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable 
entity and the same taxation authority. 
 
Pension Cost 
The net defined benefit liability or asset is the aggregate of the present value of the defined benefit 
obligation at the end of the reporting period reduced by the fair value of plan assets (if any), 
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling.  The asset ceiling 
is the present value of any economic benefits available in the form of refunds from the plan or 
reductions in future contributions to the plan. 
 
The cost of providing benefits under the defined benefit plans is actuarially determined using the 
projected unit credit method. 

 
Defined benefit costs comprise the following: 
• Service cost 
• Net interest on the net defined benefit liability or asset 
• Remeasurements of net defined benefit liability or asset 

 
Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in the consolidated statement of income.  Past 
service costs are recognized when plan amendment or curtailment occurs.  These amounts are 
calculated periodically by independent qualified actuaries. 
 
Net interest on the net defined benefit liability or asset is the change during the period in the net 
defined benefit liability or asset that arises from the passage of time which is determined by 
applying the discount rate based on government bonds to the net defined benefit liability or asset.  
Net interest on the net defined benefit liability or asset is recognized as expense or income in the 
consolidated statement of income. 

 
Remeasurements comprising actuarial gains and losses, return on plan assets and any change in 
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized 
immediately in OCI in the period in which they arise.  Remeasurements are not reclassified to 
consolidated statement of income in subsequent periods. 
 
Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance 
policies.  Plan assets are not available to the creditors of the Group nor can they be paid directly to 
the Group.  Fair value of plan assets is based on market price information.  When no market price 
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is available, the fair value of plan assets is estimated by discounting expected future cash flows 
using a discount rate that reflects both the risk associated with the plan assets and the maturity or 
expected disposal date of those assets (or, if they have no maturity, the expected period until the 
settlement of the related obligations).  If the fair value of the plan assets is higher than the present 
value of the defined benefit obligation, the measurement of the resulting defined benefit asset is 
limited to the present value of economic benefits available in the form of refunds from the plan or 
reductions in future contributions to the plan. 
 
The Group’s right to be reimbursed of some or all of the expenditure required to settle a defined 
benefit obligation is recognized as a separate asset at fair value when and only when 
reimbursement is virtually certain. 

 
Costs and Expenses 
Oil production operating expenses are costs incurred to produce and sell crude oil inventory, 
including transportation, storage and loading, among others.   
 
Costs of electricity sales pertain to direct costs in generating electricity power which includes 
operating and maintenance costs (O&M) for power plant and fluid collection and reinjection 
system (FCRS), depreciation and other costs directly attributed to producing electricity. 
 
General and administrative expenses constitute costs of administering the business.  Costs and 
expenses are recognized as incurred. 

 
Asset Retirement Obligation (ARO) 
Provision for asset retirement obligation is recognized when the recognition criteria for a provision 
are met.  The Group recognizes the present value of these costs as ARO assets (included under 
“Property, plant and equipment”) and ARO liability.   
 
The Group depreciates ARO assets on a straight-line basis over the estimated useful life (EUL) of 
the related asset or the service contract term, whichever is shorter, or written off as a results of 
impairment of the related asset.   
 
The Group amortizes ARO liability using the effective interest method and recognizes accretion 
expense over the service contract term.   
 
The Group regularly assesses the provision for ARO and adjusts the related liability. 
 
Leases 
The determination of whether an arrangement is, or contains a lease, is based on the substance of 
the arrangement at inception date, and requires an assessment of whether the fulfillment of the 
arrangement is dependent on the use of a specific asset or assets, and the arrangement conveys a 
right to use the asset.  A reassessment is made after inception of the lease only if one (1) of the 
following applies: 

 
a. there is a change in contractual terms, other than a renewal or extension of the arrangement; 

a renewal option is exercised or an extension granted, unless that term of the renewal or 
extension was initially included in the lease term; 

b. there is a change in the determination of whether fulfillment is dependent on a specified asset; 
or 

c. there is a substantial change to the asset. 
 

Where a reassessment is made, lease accounting shall commence or cease from the date when the 
change in circumstances gave rise to the reassessment for any of the scenarios above, and at the 
date of renewal or extension period for the second scenario. 
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Group as a Lessee 
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are 
classified as operating leases.  Operating lease payments are recognized as an expense in the 
consolidated statement of income on a straight-line basis over the lease term.  Minimum lease 
payments are recognized on a straight-line basis while the variable rent is recognized as an 
expense based on the terms of the leased contract. 

 
Group as Lessor 
Leases where the Group retains substantially all the risk and benefits of ownership of the assets are 
classified as operating leases.  Lease payments received are recognized as income in the 
consolidated statement of income on a straight-line basis over the lease term. Contingent rents are 
recognized as revenue in the period in which they are earned.  Indirect costs incurred in 
negotiating an operating lease are added to the carrying value of the leased asset and recognized 
over the lease term on the same basis as the lease income. 

 
Research and Development Costs 
Research costs are expensed as incurred.  Development expenditures on an individual project are 
recognized as an intangible asset when the Group can demonstrate all of the following: 

 
• the technical feasibility of completing the intangible asset so that it will be available for use or 

sale; 
• its intention to complete and its ability to use or sell the asset; 
• how the asset will generate future economic benefits; 
• the availability of resources to complete the asset; and 
• the ability to measure reliably the expenditure during development. 

 
Borrowing Costs 
Interest and other related financing charges on borrowed funds used to finance the acquisition and 
construction of a qualifying asset (included under property, plant and equipment) are capitalized to 
the appropriate asset accounts.  Capitalization of borrowing costs commences when the 
expenditures and borrowing costs are being incurred during the construction and related activities 
necessary to prepare the asset for its intended use are in progress.  It is suspended during extended  
periods in which active development is interrupted and ceases when substantially all the activities 
necessary to prepare the asset for its intended use are complete.  The capitalization is based on the 
weighted average borrowing cost. 

 
The borrowing costs capitalized as part of property, plant and equipment are amortized using the 
straight-line method over the estimated useful lives of the assets.   

 
If after capitalization of the borrowing costs, the carrying amount of the asset exceeds its 
recoverable amount, an impairment loss is recorded in the consolidated statement of income.  
Interest expense on loans and borrowings is recognized using the EIR method over the term of the 
loans and borrowings. 

 
Contingencies 
Contingent liabilities are not recognized in the consolidated financial statements.  They are 
disclosed unless the possibility of an outflow of resources embodying economic benefits is 
remote.  Contingent assets are not recognized in the consolidated financial statements but 
disclosed when an inflow of economic benefit is probable. 

 
Foreign Currency-denominated Transactions and Translation 
The consolidated financial statements are presented in US Dollars, which is the Group’s functional 
and presentation currency.  Each entity in the Group determines its own functional currency and 
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items included in the consolidated financial statements of each entity are measured using that 
functional currency.  Transactions in foreign currencies are initially recorded in the functional 
currency rate at the date of the transaction.  Monetary assets and liabilities denominated in foreign 
currencies are retranslated at the functional currency closing rate at the reporting date.   
 
All differences are taken to the consolidated statement of income with the exception of differences 
on foreign currency borrowings that provide, if any, a hedge against a net investment in a foreign 
entity.  These are taken directly to equity until disposal of the net investment, at which time they 
are recognized in the consolidated statement of income.  Non-monetary items that are measured in 
terms of historical cost in foreign currency are translated using the exchange rates as at the dates 
of initial transactions.  Non-monetary items measured at fair value in a foreign currency are 
translated using the exchange rates at the date when the fair value was determined. 
 
The functional currency of the Group’s immediate subsidiary, PetroGreen and its subsidiaries, 
MGI and PetroSolar, is the Philippine Peso.  As at reporting date, the assets and liabilities of these 
subsidiaries are translated into the presentation currency of the Group (the US Dollars) at the 
exchange rate at the reporting date and the consolidated statement of income accounts are 
translated at weighted average exchange rates for the year.  The exchange differences arising on 
the translation are taken directly to “Cumulative translation adjustment” account in the equity 
section of the consolidated statement of financial position.  Upon disposal of a subsidiary, the 
deferred cumulative translation adjustment amount recognized in equity relating to that particular 
subsidiary is recognized in the consolidated statement of income. 

 
Earnings Per Share (EPS) 
Basic earnings per share are computed on the basis of the weighted average number of shares 
outstanding during the year after giving retroactive effect for any stock dividends declared in the 
current year. 

 
Diluted earnings per share are computed on the basis of the weighted average number of shares 
outstanding during the year plus the weighted average number of ordinary shares that would be 
issued on the conversion of all the dilutive potential ordinary shares into ordinary shares. 
 
Operating Segment 
The Group’s operating businesses are organized and managed separately according to the nature 
of the products and services provided, with each segment representing a strategic business unit 
that offers different products and services and serves different markets.   

 
Provisions 
Provisions are recognized when the Group has a present obligation (legal or constructive) as a 
result of a past event, it is probable that an outflow of resources embodying economic benefits will 
be required to settle the obligation and a reliable 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 time is recognized 
as an interest expense.  Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. 

 
Events after the Reporting Period 
Post year-end events that provide additional information about the Group’s situation at the 
reporting date (adjusting events) are reflected in the consolidated financial statements, if any.  Post 
year-end events that are not adjusting events are disclosed in the consolidated financial statements 
when material. 
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5. Significant Accounting Judgments, Estimates and Assumptions 

 
The preparation of the consolidated financial statements in compliance with PFRS requires the 
Group to make judgments, estimates and assumptions that affect the reported amounts of assets, 
liabilities, income and expenses and disclosure of contingent assets and contingent liabilities.  
Future events may occur which will cause the assumptions used in arriving at the estimates to 
change.  The effects of any change in judgments, estimates and assumptions are reflected in the 
consolidated financial statements, as they become reasonably determinable. 

 
Judgments, estimates and assumptions are continually evaluated and are based on historical 
experience and other factors, including expectations of future events that are believed to be 
reasonable under the circumstances. 
 
Judgments 
In the process of applying the Group’s accounting policies, management has made the following 
judgments, apart from those involving estimations, which has the most significant effect on the 
amounts recognized in the consolidated financial statements: 
 
Determination of Functional Currency 
The entities within the Group determine the functional currency based on economic substance of 
underlying circumstances relevant to each entity within the Group.  The Parent Company’s 
functional currency is the US Dollar.  The functional currency of PetroGreen, MGI and PetroSolar 
is the Philippine Peso. 

 
As of June 30, 2015  and December 31, 2014 , the Group’s cumulative translation adjustment 
amounted to ($1.04) million and ($0.80) million respectively. 
 

Impairment of Deferred Oil Exploration Costs 
The Group assesses impairment on deferred oil exploration costs when facts and circumstances 
suggest that the carrying amount of the asset may exceed its recoverable amount.  The Group 
determines impairment of projects based on management’s decision not to pursue any further 
commercial development of its exploration projects. 
 
Facts and circumstances that would require an impairment assessment as set forth in 
PFRS 6, Exploration for and Evaluation of Mineral Resources, are as follows: 
 
• The period for which the Group has the right to explore in the specific area has expired or will 

expire in the near future, and is not expected to be renewed; 
• Substantive expenditure on further exploration for and evaluation of mineral resources in the 

specific area is neither budgeted nor planned; 
• Exploration for and evaluation of mineral resources in the specific area have not led to the 

discovery of commercially viable quantities of mineral resources and the entity has decided to 
discontinue such activities in the specific area; and 

• Sufficient data exist to indicate that, although a development in the specific area is likely to 
proceed, the carrying amount of the exploration and evaluation asset is unlikely to be  
recovered in full from successful development or by sale. 

 
As of June 30, 2015 and December 31, 2014, the carrying value of deferred oil exploration costs 
amounted to $18.67 million and $19.11 million (see Note 11), respectively.  No impairment loss 
for deferred oil exploration costs was recognized in as of June 30, 2015 and December 31, 2014, 
respectively. 
 
Classification of Joint Arrangements 
The Group’s investment in joint venture  is structured in a separate incorporated entity.  The 
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Group and the parties to the agreement only have the right to the net assets of the joint venture 
through the terms of the contractual arrangement.  Accordingly, the joint arrangement is classified 
as a joint venture. 
 
Capitalization of Development Costs 
Development costs are capitalized in accordance with the accounting policy.  Initial capitalization 
of costs is based on management’s judgment that technological and economical feasibility is 
confirmed, usually when a product development project has reached a defined milestone according 
to an established project management model.  If the requirements for capitalization of 
development costs are not met, such costs are expensed. 
 
 
Estimates and Assumptions 
The key assumptions concerning the future and other key sources of estimation uncertainty at the 
reporting date that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial year are discussed below. 

 
Estimating Impairment of Receivables 
The Group reviews its receivables to assess impairment at least on an annual basis.  In determining 
whether an impairment loss should be recorded in the consolidated statements of income, the 
Group makes judgments as to whether there is any observable data indicating that there is a 
measurable decrease in the estimated future cash flows from its receivables.  This evidence 
normally includes direct information about the financial condition and historical payments of the 
borrower. 

 
No impairment losses were recognized as of June 30, 2015 and December 31, 2014.   

 
As of June 30, 2015 and December 31, 2014, the carrying value of receivables amounted to $4.32 
million and $3.57 million, respectively.  Accumulated impairment losses amounted to $0.06 
million as of June 30, 2015 and December 31, 2014 (see Note 8). 
 
Fair Values of Financial Assets and Financial Liabilities 
The Group carries certain financial assets, liabilities and free-standing derivatives at fair value, 
which requires extensive use of accounting estimates and judgment.  While significant 
components of fair value measurement were determined using verifiable objective evidence (i.e., 
foreign exchange rates, interest rates), the amount of changes in fair value would differ if the 
Group utilized different valuation methodologies.  Any changes in fair value of these financial 
assets, liabilities and free-standing derivatives would affect directly the consolidated statement of 
income. 

 
Where the fair values of certain financial assets, liabilities and free-standing derivatives recorded 
in the consolidated statement of financial position cannot be derived from active markets, they are 
determined using valuation techniques using generally accepted market valuation models.  The 
inputs to these models are taken from observable markets where possible, but where this is not 
feasible, estimates are used in establishing fair values.   
 
Estimating Geothermal Field Reserves 
MGI performed volumetric reserve estimation and numerical modeling to determine the reserves 
of the Maibarara geothermal field.  As a requirement for project financing, MGI also engaged at 
its own cost the New Zealand firm Sinclair Knight Merz (SKM) to undertake a comprehensive 
third-party technical review of the Maibarara geothermal field. This review included analysis of 
the resource assessment performed in-house by MGI as well as a separate SKM reserve estimation 
and numerical modeling of the Maibarara reserves. 
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MGI’s simulation indicated a mean (P50) proven reserves of 27.8 MW for 25 years.  In contrast, 
SKM calculated the P50 reserves at 44 MW.  At 90% probability (P90), the reserves calculated  
are 28 MW and 12 MW by SKM and MGI, respectively.  SKM concluded that the approach taken 
by MGI is conservative as it limits reservoir thickness to depths where a maximum thickness of 
280°C will be encountered although the measured temperature reached as high as 324°C.  There is 
reasonable confidence that the 20 MW (gross) plant development is feasible as the P90 level 
appears also conservative as with MGI’s approach.  

 
In addition, SKM identified indicated reserves, translating to 10 MW-26 MW in the area south of 
and outside the current area of development.  Since this area is not being tapped at the moment for 
the 20 MW project, MGI preferred not to estimate such reserves at the moment.  However, this 
provides additional confidence for future project capacity expansion. 
The results of the reserves calculation are given below. 

 
 MW Generation Capacity for 25 Years 
Reserves Type Probability P90 Probability P50 Probability P10
Proven    

MGI 12 28 51
SKM 28 44 66 

Indicated    
SKM 10 16 26 
MGI ‒ ‒ ‒ 

 

Estimating Proved Group Oil Reserves 
The Group assesses its estimate of proved reserves on an annual basis based on the report from an 
independent party hired by the consortium operator to estimate the oil reserves.  The independent 
party estimates the reserves of oil in accordance with accepted volumetric methods, specifically 
the probabilistic method of estimation.  Probabilistic method uses known geological, engineering 
and economic data to generate a range of estimates and their associated probabilities. 
 
Estimating Useful Lives of Property, Plant and Equipment 
The Group reviews on an annual basis the estimated useful lives of property, plant and equipment 
based on expected asset utilization as anchored on business plans and strategies that also consider 
expected future technological developments and market behavior. 

 
It is possible that future results of operations could be materially affected by changes in these 
estimates brought about by changes in the factors mentioned.  A reduction in the estimated useful 
lives of property, plant and equipment would increase the recorded depletion, depreciation and 
amortization expense and decrease noncurrent assets. 

 
As of June 30, 2015 and December 31, 2014, the Group’s property, plant and equipment amounted 
to$ 80.11 and $79.06 million, respectively (see Note 10). 

 
Estimating Impairment of Nonfinancial Assets 
The Group assesses impairment on its nonfinancial assets (e.g., property, plant and equipment and 
investment properties) whenever events or changes in circumstances indicate that the carrying 
amount of an asset may not be recoverable.   

 
For property, plant and equipment and investment properties, an impairment loss is recognized 
whenever the carrying amount of an asset exceeds its recoverable amount.  The recoverable 
amount is the higher of an asset’s net selling price and value in use.  The net selling price is the 
amount obtainable from the sale of an asset in an arm’s length transaction while value in use is the 
present value of estimated future cash flows expected to arise from the continuing use of an asset 
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and from its disposal at the end of its useful life. 

 
In determining the present value of estimated future cash flows expected to be generated from the 
continued use of property, plant and equipment and investment properties, the Group is required to 
make estimates and assumptions that can materially affect the consolidated financial statements. 

 
The  production activities in the West Linapacan Oilfield (WLO) remained on suspension mode 
for the last sixteen (16) years.  The investment in WLO included in “Wells, Platforms and Other 
Facilities” account under property, plant and equipment in the consolidated statements of financial 
position amounted to $6.66 million as of June 30, 2015 and December 31, 2014. Management 
assessed that the said investment is fully recoverable as SC 14-C has not yet expired, with the 15-
year extension of the SC as approved by the Department of Energy (DOE), from December 18, 
2010 to December 18, 2025 and in the view of the existing redevelopment activities led by Pitkin 
Petroleum Ltd. (Pitkin).  Thus, no impairment was recognized as of June 30, 2015 and December 
31,2014. 

 
As of June 31, 2015 and December 31, 2014, the carrying value of property, plant and equipment 
amounted to $80.11 million and $79.06 million ,respectively (see note 10); and the carrying value 
of investment properties amounted to $0.03 million (see note 13). 

 
Retirement Obligation 
The determination of obligation and cost of pension is dependent on the selection of certain 
assumptions used in calculating such amounts.   
 
Those assumptions, include, among others, discount rates and salary increase rates.  Actual results 
that differ from the Group’s assumptions are accumulated and amortized over future periods and 
therefore, generally affect the recognized expense and recorded obligation in such future periods.  
While the Group believes that the assumptions are reasonable and appropriate, significant 
differences in the actual experience or significant changes in the assumptions may materially 
affect the pension obligations.  The accrued retirement liability as of June 30, 2015 and December 
31, 2014  amounted to $0.07 million . 

 
Asset Retirement Obligation - Oil Production 
Plug and abandonment costs are based on estimates made by the service contract operator.  The 
timing and amount of future expenditures are reviewed annually.  Liability and capitalized costs 
included in property, plant and equipment is equal to the present value of the Group’s 
proportionate share in the total plug and abandonment costs of the consortium on initial 
recognition. 

 
The amount of asset retirement obligation in the consolidated statement of financial position is 
increased by the accretion expense charged to operations using EIR method over the estimated 
remaining term of the obligation. 

 
As of June 30, 2015 and December 31, 2014, asset retirement obligation amounted to $0.41 and 
$0.38 million, respectively. 
 
Asset Retirement Obligation - Geothermal Energy Project 
In determining the amount of provisions for restoration costs, assumptions and estimates are 
required in relation to the expected costs to restore sites and infrastructure when such obligation 
exists..  As of December 31, 2014, with its first year of commercial operations, the initial 
estimated cost required to restore the service contract area upon the termination of the 25-year 
contract amounted to $0.23 million.  The estimate represents costs of plugging and abandonment 
of the geothermal wells. 
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Asset Retirement Obligation - Wind Energy Project 
In determining the amount of provisions for dismantling, removal and restoration costs, 
assumptions and estimates are required in relation to the expected costs to dismantle, remove or 
restore sites and infrastructure when such obligation exists.  As of June 30, 2015 and December 
31, 2014, the Group made an assessment that such obligation does not exist yet in the current stage 
of operations of the wind energy projects. 

 
Deferred Tax Assets 
The Group reviews the carrying amounts of deferred tax assets at each reporting date and reduces 
them to the extent that it is no longer probable that sufficient future taxable profit will be available 
to allow all or part of the deferred tax assets to be utilized.  The Group believes that it will 
generate sufficient future taxable profit to allow all of the deferred tax assets to be utilized. 
 
As of June 30, 2015 and December 31, 2014 , deferred tax assets amounted to $.202 million.  
However, the Group did not recognize deferred tax assets on NOLCO amounting to $0.58 million 
as of June 31, 2015 and December 31, 2014, because the Group believes that it may not be 
probable that sufficient taxable income will be available in the near foreseeable future against 
which the tax benefits can be. 
 

6. Cash and Cash Equivalents and Short-term Investments 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Cash on hand and in banks $4,262,914 $1,178,374
Short-term investments (not more than 3 months)      586,867    1,639,780
 $4,849,781 $2,818,154
Short-term investments (more than 3 months) $- $186,513

 
Cash in banks earn interest at the prevailing bank deposit rates.  Short-term deposits are made for 
varying periods of up to three months depending on the immediate cash requirements of the Group, 
and earn interest at the prevailing short-term deposit rates. 
 
As of December 31, 2014, the Group invested $0.19 million to short-term investments with periods 
more than three months but less than one year. These investments were presented separately as short-
term investments.   
 
Interest income earned on cash in banks and short-term investments amounted to $0.03  million and 
$0.07 million as of June 30, 2015 and December 31, 2014, respectively. 
 
7. Financial Assets at Fair Value Through Profit or Loss 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Marketable equity securities $150,375 $150,306
Investment in golf club shares 12,641 12,746
 $163,016 $163,052

 
Net gain on fair value changes on financial assets at FVPL included in the consolidated statements of 
income amounted to $1,343 and $26,128 in June 30, 2015 and December 31, 2014, respectively. 
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8. Receivables 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Accounts receivable from: 
Consortium operator $1,595,534 $1,772,766
Electricity sales to Trans-Asia 1,817,321 1,815,322
Receivable from affiliate 899,579 –
Interest receivable 1,513 2,574
Others 64,930 40,929
 4,378,877 3,631,591
Less allowance for impairment losses 59,491 59,983
 $4,319,386 $3,571,608

 
 
The Group’s receivables are mainly due from consortium operator and from the sale of electricity to 
Trans-Asia.  These are due within one year.  The carrying values as of June 30, 2015 and December 
31, 2014 approximate their fair values. 
 
The table below shows the disclosure of reconciliation of allowance for impairment losses for 
receivables from a consortium operator: 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Balances at beginning of year $59,983 $60,422
Effect of foreign currency translation (492) (439)
Balances at end of year $59,491 $59,983

 
Aging of Accounts Receivable as of June 30, 2015 (Unaudited) 

 
 

Total 0-30 days 31-60 days 61-90 days Past due Nature/
Accounts Description

Cosortium Operator 1,595,534    1,536,043    -                -                59,491         Lifting No. 167 and 168
Trans Asia – Electricity Sales 1,817,321    1,817,321    -                -                -               Billing for Electricity Sales
Interest Receivable 1,513           1,513           -                -                -               Interest from investments
Receivable from an affiliate 899,579       899,579         -               Loans extented to an affiliate
Other Receivable 64,930         1,153             61,312           2,464           
Sub-total 4,378,877 3,354,878 1,153           960,891       61,955        
Less:
     Impairment loss 59,491         -              -                -                59,491         
Total 4,319,386    3,354,878    1,153             960,891         2,464           

30-Jun-15
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9. Prepaid Expenses and Other Current Assets 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Restricted cash $13,894,890 $1,989,468
Downpayments to contractors 1,811,246 319,790
Prepaid expenses 916,834 291,307
Others 25,027 21,947
 $16,647,997 $2,622,512

 
Restricted cash includes a portion ($11.01 million) of the proceeds from stock rights offering 
amounting to $13.44 million on May 20, 2015 held under escrow as required by PSE. On June 26, 
2015, $2.29 million was released as a partial fulfillment of the work program as disclosed in the 
prospectus. 
 
Restricted cash also includes cash intended for payment of loan interest charges and loan principal 
amortization of MGI amounting to $2.887 million. As provided in the loan agreement, there shall be a 
monthly transfer into the Debt Service Payment Account (DSPA) equivalent to one-sixth (1/6) of the 
amount sufficient to pay for the forthcoming debt service scheduled in April and October of every year 
until the loan is fully paid off.  
 
Downpayments to contractors pertain to various contractors for the construction of power plant in the 
MGPP Phase 2 and Solar PV Plant Facility. This will be applied against future billings in the course of 
construction.  The current portion is estimated to be applied against progress billings within one year 
from reporting date and are classified under “Advances, prepaid expenses and other current assets”.  
Downpayment to contractors that are related parties amounted to nil of June 30, 2015 and $119,845 as 
of December 31, 2014. 
 
Prepaid expenses include prepaid insurance and professional fees.  
 
Others pertain to advances to employees for payment of operating expenses, supplies and deposits. 
 
 
 

Total 0-30 days 31-60 days 61-90 days Past due Nature/
Accounts Description

Cosortium Operator 1,772,766    650,175       1,062,608      -                59,983         Lifting No. 161 and 163
Trans Asia – Electricity Sales 1,815,322    1,815,322    -                -                -               Billing for Electricity Sales
Interest Receivable 2,574           2,574           -                -                -               Interest from investments
Receivable from an affiliate -              -              -                -                -               Loans extented to an affiliate
Other Receivable 40,929         -              -                40,929           -               
Sub-total 3,631,591 2,468,071 1,062,608   40,929         59,983        
Less:
     Impairment loss 59,983         -              -                -                59,983         
Total 3,571,608    2,468,071    1,062,608      40,929           -               

31-Dec-14
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10. Property, Plant and Equipment 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Power Plant 

FCRS and 
Production 

Wells 
Geothermal 

 Wells, 
platforms and 
other facilities 

 Land and land 
improvements 

 Office 
condominium units 
and improvements 

 Transportation 
Equipment 

Office 
Furniture and 

other 
Equipment 

 Construction 
in progress 

 Total 

Balance at beginning of year 48,248,324       19,412,584           23,226,088         1,411,932             773,916                    687,212                  1,191,631           2,847,029          97,798,716         
Additions 8,290                154,733                -                      21,318                  31,407                      16,586                    173,475              159,212             565,021              
Reclassification/Adjustments (343,690)          119,197                3,548,910           305,704                314                           -                         (4,134)                 (353,549)            3,272,752           
Effect on Forex translation (395,917)          (159,295)              (11,586)                -                            (3,160)                    (7,790)                 (23,362)              (601,110)            

47,517,007    19,527,219        26,774,998       1,727,368          805,637                  700,638                1,353,182         2,629,330        101,035,379    

Accumulated depletion and depreciation
Balance at beginning of year 1,768,094         579,603                14,723,628         79,869                  757,257                    301,391                  522,452              -                     18,732,294         
Depletion and depreciation -                   -                       770,752              9,658                    19,143                      51,960                    54,495                -                     906,008              
Depreciation under cost of sales 893,304            328,770                -                      32,885                  -                            11,107                    55,001                -                     1,321,067           
Reclassification/Adjustments -                   -                       -                      -                       -                            -                         (2,430)                 -                     (2,430)                
Effect on Forex translation (14,787)            (4,756)                  -                      (770)                     -                            (1,247)                    (6,166)                 -                     (27,726)              

2,646,611      903,617              15,494,380       121,642              776,400                  363,211                623,352            -                    20,929,213      
44,870,396    18,623,602        11,280,618       1,605,726          29,237                    337,427                729,830            2,629,330        80,106,166      Net Book Value

COST

30-Jun-15 (Unaudited)
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  31-Dec- 2014 (Audited) 

  Power plant 

FCRS and 
production 

wells - 
geothermal 

Wells, platforms 
and other 
facilities 

Land and land 
improvements 

Office 
condominium 

units and 
improvements 

Transportation 
equipment 

Office furniture 
and other 

equipment 
Construction in 

progress Total 
Cost    
Balance at beginning of year $‒ $16,256,900 $22,976,527 $1,059,384 $910,661 $716,342 $961,201 $46,843,095 $89,724,110 
Additions − 4,285,045 137,405 320,441 995 63,394 420,279 5,232,471 10,460,030 
Disposals ‒ ‒ − ‒ ‒ (47,049) (1,262) ‒ (48,311) 
Set up of ARO  ‒ 229,253 − ‒ ‒ ‒ ‒ ‒ 229,253 
Reclassification/adjustments 48,248,324 (719,086) 112,156 152,231 ‒ (291) (130,142) (49,223,070) (1,559,878) 
Effect of deconsolidation of a subsidiary 
  − − − (176,250) − (29,064) (12,909) (200,957) (419,180) 
Effect of foreign translation − (639,528) − 56,126 (137,740) (16,120) (54,320) 195,490 (596,092) 
Balance at end of year 48,248,324 19,412,584 23,226,088 1,411,932 773,916 687,212 1,182,847 2,847,029 97,789,932 
Accumulated depletion and  depreciation                 
Balance at beginning of year ‒ ‒ 13,271,112 5,303 718,261 212,705 444,389 ‒ 14,651,770 
Depletion and depreciation − − 1,405,642 19,384 73,351  101,964 117,266 ‒ 1,717,607 
Depreciation capitalized 1,774,868 577,553 − 34,204 ‒ 20,565 98,980 ‒ 2,506,170 
Disposals ‒ ‒ ‒ ‒ ‒ (33,657) − ‒ (33,657) 
Reclassification/adjustments (6,773) 2,050 46,874  5,441 − 3,984 (100,234) ‒ (48,658) 
Effect of deconsolidation of a subsidiary 
  − 

− 
− − 

− 
(2,911) (1,308) − 

(4,219) 

Effect of foreign exchange translation − − − 15,537 (34,355) (1,259) (36,645) − (56,722) 
Balance at end of year 1,768,095 579,603 14,723,628 79,869 757,257 301,391 522,448 − 18,732,291 
Net book value $46,480,229 $18,832,981 $8,502,460 $1,332,063 $16,659 $385,821 $660,399 $2,847,029 $79,057,641 

 
Depletion of wells, platforms and other facilities is part of oil production under cost of sales in the consolidated statement of income.  
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11. Deferred Oil Exploration Costs 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Balance at beginning of year $19,112,571 $11,397,210
Additions 3,500,894 7,715,361
Transferred to wells and platforms   (3,941,425)
Balance at end of year $ 18,672,040 $19,112,571

 
Under the SCs entered into with the DOE covering certain petroleum contract areas in various 
locations in the Philippines, the participating oil companies (collectively known as Contractors) 
are obliged to provide, at their sole risk, the services, technology and financing necessary in the 
performance of their obligations under these contracts.  The Contractors are also obliged to spend 
specified amounts indicated in the contract in direct proportion to their work obligations. 

 
However, if the Contractors fail to comply with their work obligations, they shall pay to the 
government the amount they should have spent but did not in direct proportion to their work 
obligations.  The participating companies have Operating Agreements among themselves which 
govern their rights and obligations under these contracts. 
 
Additions pertain to development costs incurred for Etame expansion. 

 
The full recovery of these deferred costs is dependent upon the discovery of oil in commercial 
quantities from any of the petroleum concessions and the success of future development thereof. 

 
As of June 30, 2015 and December 31, 2014 the corresponding percentages of the Group’s 
participation in the various SC areas are as follows: 

 
  
Gabonese Oil Concessions 2.525% 
West Linapacan - SC 14 C2 1.034% 
Octon Malajon Block - SC 6-A 5.001% 
East Visayas - SC 51 4.012% 
Offshore Mindoro - SC 47 2.000% 
NW Palawan -SC 75 15.000% 

 
12. Investment in a Joint Venture 
 

The investment in a joint venture represents PetroGreen’s 40% interest in PetroWind.  The joint 
venture is accounted for as a joint venture. 
 
PetroWind was incorporated in the Philippines on March 6, 2013 as a wholly owned subsidiary of 
PetroGreen, primarily to carry on the general business of generating, transmitting and/or 
distributing power derived from renewable energy sources. 
 
On July 15, 2013, EEIPC subscribed to a 20% equity share in PetroWind. 
 
As discussed in Note 1, on November 21, 2013, PetroGreen and CapAsia entered into a Share 
Purchase Agreement (SPA) as to the sale of PetroGreen’s 40% equity share in PetroWind. 
 
As of December 31, 2013, PetroGreen still holds 80% equity share in PetroWind and accounted as 
a subsidiary in the 2013 consolidated financial statements. 
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On February 14, 2014, PetroGreen received the payment from sale of the shares, and the Deed of 
Assignment, covering the transfer of shares from PetroGreen to CapAsia, was executed upon 
satisfactory completion of all the conditions precedent under the SPA.  Accordingly, PetroWind 
ceased as a subsidiary of PetroGreen (see Note 2). 
 
Also, on February 14, 2014, PetroGreen lost its control in PetroWind after the consummation of 
SPA.  PetroWind is now a joint venture between PetroGreen, CapAsia and EEIPC by virtue of the 
SA signed between the three parties governing the manner of managing PetroWind . 
 
As a result of the loss of control, PetroWind was deconsolidated in the 2014 consolidated financial 
statements.   
 
a) The Group derecognized the assets, liabilities, the carrying amount of the noncontrolling 

interest and cumulative translation differences recorded in equity as of February 14, 2014.  
Details are as follows: 
 
Cash and cash equivalents $12,891,213 
Receivables 370 
Advances 17,412,582 
Prepaid expenses and other current assets 2,853,821 
Property and equipment 1,160,191 
Other noncurrent assets 9,611 
Accounts and other payables (120,090) 
Due to related parties (239,242) 
Loans payable (22,143,288) 
Noncontrolling interest (2,358,585) 
Cumulative translation adjustment (46,353) 
 $9,420,230 
 

b) The Group recognized the fair value of the consideration received, the fair value of any 
investment retained and any surplus or deficit in the 2014 consolidated statement of income.  
Details are as follows: 

 
Fair value of the considerations received on the 

sale of 40% interest $8,014,928 
Fair value of 40% retained noncontrolling  

interest  22,570,048 
Carrying amount of 20% noncontrolling interest 

upon loss of control 2,383,169 
 32,968,145 

Carrying amount of PetroWind’s net assets upon 
loss of control (11,915,846)

Excess of fair value and proceeds over carrying 
amount  $21,052,299 

 
Realized gain on sale of 40% retained interest $2,665,174 
Unrealized gain on remeasurement of 40%  

retained interest 17,220,295 
Share in deconsolidated retained earnings of a  

subsidiary 1,166,830 
Excess of fair value and proceeds over carrying 

amount $21,052,299 
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The computation of remeasurement gain follows: 
 

Remeasured fair value of 40% retained noncontrolling 
interest upon loss of control $22,570,048 

Carrying amount of retained interest on investment in 
a joint venture 5,349,753 

Unrealized gain on remeasurement of 40% retained  
interest on investment $17,220,295 

 
The realized gain on the sale follows: 
 

Proceeds from sale $8,014,928 
Carrying amount of the disposed 40% interest 5,349,754 
Realized gain on sale $2,665,174 

 
The movements in the carrying value of the Group’s investment in joint venture in PetroWind 
follows: 

 
Beginning balance $27,630,596 
Additional investment during the year 710,579 
Cumulative translation adjustment (228,722) 
Share in net loss of a joint venture (380,232) 
Balance as of June 30, 2015 $27,732,221 

 
Selected financial information of PetroWind as of June 30, 2015 and December 31, 2014 follows: 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Current assets $8,222,916 $8,007,859
Noncurrent assets 86,426,675 67,192,375
Current liabilities (7,947,282) (8,656,827)
Noncurrent liabilities (65,279,034) (43,995,826)
Equity $21,423,275 $22,547,581

 
Summary of statement of income of PetroWind for the period as of June 30, 2015 and February 15 
to December 31, 2014 follows: 

 

 Unaudited Audited
30-Jun-15 Feb- Dec 2014

Electricity sales $299,914 $−
Interest income          13,642 41,815
Less: Cost of sales 1,037,232 −
          Expenses     226,904 648,219
Loss before tax    950,580 606,404
Tax expense             −  −
Net loss     $950,580 $606,404 
Group’s share of the net loss       $380,232 $242,562 
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13. Investment Properties 
 

As of June 30, 2015 and December 31, 2014, this account consists of land and parking lot space 
(located in Tektite) with total carrying value of $31,417. 

 
The fair value of the investment properties of the Group amounted to $40,278 as of  
June 30, 2015 and December 31, 2014 .  The Group did not obtain the services of an appraiser and 
determined the fair values of the Group’s investment properties on the basis of recent sales of 
similar properties in the same areas as the investment properties and taking into account the 
economic conditions prevailing at the time the valuations were made.   
 
As of June 30, 2015 and December 31, 2014, the fair value of the investment properties is 
classified under the Level 2 category. 
 
Except for insignificant amounts of real property taxes on the investment properties, no other 
expenses were incurred, and no income was earned in relation to the investment properties as of 
June 30, 2015 and as of December 31, 2014. 

 
14. Investment in Navy Road Development Corporation (NRDC)  
 

As of June 30, 2015 and December 31, 2014, this account consists of: 
 

Acquisition cost  $260,388 
Advances  54,032 
  314,420 
Less accumulated impairment loss  314,420 
  $– 

 
Investment in NRDC represents investment in subsidiary due to the Group’s 100% holdings in 
NRDC’s capital stock. 
 
Below is NRDC’s financial position as of June 30, 2015 and December 31, 2014:  

 
Financial Position 
Current assets $− 
Noncurrent assets 366,193 
Allowance for impairment (366,193)
 Total Assets – 
Current liabilities −
Noncurrent liabilities − 
 Total Liabilities – 
 Net Assets $– 

 
As of June 30, 2015 and December 31, 2014 , NRDC has not commenced commercial operations 
and has not incurred any expenses in June 30, 2015 and December 31, 2014.  Management intends 
to liquidate NRDC and has provided for full impairment loss on this investment. 
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15. Other Noncurrent Assets 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Input VAT $ 2,880,089 $2,814,295
Prepaid rent - noncurrent portion 2,011,243 2,275,917
Intangible asset 751,011 781,117
Restricted cash 357,414 259,318
Deferred geothermal costs 203,413 24,043
Others 338,878 77,574
 $6,542,048 $6,232,264

 
Input VAT 
The input VAT refers to the Groups cumulative input VAT carryovers which will be utilized in 
future periods.  Majority of the input VAT pertains to MGI.  MGI is undergoing a VAT refund 
process. Out of the total $2.74 million input VAT of MGI, $2.30 million covering the year 2011, 
2012 and 2013 were already filed with the BIR Regional District Office for administrative claim 
on VAT refund.   
 
Prepaid rent - noncurrent portion 
On April 23, 2012, MGI entered into a Land Lease Agreement (LLA or the Agreement) with the 
National Power Corporation (NPC) and the Power Sector Assets and Liabilities Management 
Corporation (PSALM) over the MGPP’s steamfield lot in Sto. Tomas, Batangas.   
 
Under the LLA, MGI will lease the steamfield lot for a period of 25 years, extendable for another 
25 years upon mutual agreement of the parties. Prepaid rent-noncurrent portion pertains to the 
advance rental payment paid for the lease agreement.  The current portion due in one year is 
shown as part of “Prepaid expenses and other current assets” in the consolidated statement of 
financial position. 

 
Intangible asset 
Majority of the intangible asset pertains to software used for the geological modeling of MGI field 
and for the steam field development cost incurred for the 20 MW project of MGI that were 
reclassified to intangible asset upon commercial operation. 
 
Restricted cash 
Restricted cash pertains to the Group’s share in the escrow fund to secure payment and discharge 
of the Group’s obligations and liabilities under the Floating Production Storage and Offloading 
(FPSO) contract.  The amount for the share in escrow of the Groups’ obligation for the FPSO was 
deducted from the Group’s share on lifting proceeds during the first lifting made by Etame in 
November 2002 and will be paid back to the Group at the end of the contract which is in 2020. As 
of June 30, 2015 and December 31, 2014, the Group contributed its share in the abandonment of 
the Etame Marine Permit to the escrow fund amounting to $0.294 million and $0.196 million, 
respectively. 

 
Deferred geothermal costs 
Deferred geothermal costs pertain to the development costs incurred for the 10MW Phase 2 
project of MGI. 
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16. Accounts Payable and Accrued Expenses 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Accounts payable $ 903,750 $2,744,363
Accrued interest payable 947,381 1,017,177
Accrued expenses 282,691 521,112
Payables to related parties 15 471,128
Dividends payable 231,125 233,269
Withholding taxes payable 77,661 94,834
Others 59,624 60,074
 $2,502,247 $5,141,956

 
Accounts payable consist of payable to suppliers and contractors that are currently involved in the 
development and construction of energy projects. 
 
Accrued interest payable pertains to accrual of interest on loans. 

 
Accrued expenses are as follows: 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Government share  $ 77,773 $161,164
Sick/vacation leaves 102,183 153,945
Utilities 37,432 92,959
Professional fees 37,193 69,080
Professional fees - related parties 3,227 3,757
Others 24,883 40,207
 $282,691 $521,112

 
Dividends payable pertain to unclaimed checks as of June 30, 2015 and December 31, 2014. 

 
Other payables mainly pertain to accrued security services, utilities and condominium dues. 

 
The Group’s accounts payable and accrued expenses are due within one year.  Carrying values 
approximate their fair values as of June 30, 2015 and December 31, 2014. 
 

17. Short-term and Long-term Loans Payable 
 

The Group’s loans payable pertains to loans availed by the Group. Below are the details of the 
loans entered: 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Short-term loans payable $15,829,310 $16,734,730
Less unamortized deferred financing cost 40,793 55,580
 15,788,517 16,679,150
Long-term loans payable 45,623,040 46,000,511
Less unamortized deferred financing cost 895,972 1,030,596
 44,727,068 44,969,915
Total $60,515,585 $61,649,065
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PetroEnergy’s short-term and long-term loans payable 
PetroEnergy entered into unsecured loan agreements with various lenders specifically to finance 
equity infusion to PetroWind.   
 
On July 19, 2013, PetroEnergy entered into a $3.5 million loan agreement with various lenders 
with annual interest rate for the first interest period (i.e. six months from issue date) of 3.898%, 
subject to re-pricing every six months based on a benchmark rate plus a pre-agreed spread. The 
tenor of the loan is 2 years, maturity July 19, 2015.  
 
On November 21, 2013, PetroEnergy entered into additional loan amounting to $4.5 million  
(P=200 million) with various lenders with an interest rate of 5.45% per annum.  Interest rate on the 
note shall be calculated on a 30/360 day count basis and will be paid every 3 months in arrears in 
the last day of each three-month period.  The tenor of the loan is two (2) years, maturity is on 
November 21, 2015. 
 
On December 12, 2013, PetroEnergy entered into a $2.2 million (P=100 million) loan with various 
lenders with an interest rate of 4.5% per annum. The loan is payable within 33 days with maturity 
on January 14, 2014.  
 
On April 27, 2015, PetroEnergy entered into an Omnibus Credit Line Agreement with the 
Development bank of the Philippines which provides a credit facility in the principal amount not 
exceeding $9.3 million (P=420 million). On May 12, 2015, $1.3 million (P=60 million) was granted 
as first drawdown with annual interest rate for the first period of 5.1509%, subject to re-pricing 
every quarter. 
 
PetroGreen’s short-term loans payable 
PetroGreen availed of a one-year unsecured loan amounting to $1.1 million (P=49 million) with 
various lenders at 5% annual interest on December 19, 2014 payable every quarter. 
 
On January 2015, PetroGreen entered into 1-year loan agreement with various lenders amounting 
to $1.69 million (P=75.5 million) payable in one year at 5% interest rate. 
 
MGI’s long-term loans payable 
On September 26, 2011, MGI together with PNOC Renewables Corporation and Trans-Asia 
entered into a P=2.4 billion or $54 million Omnibus Loan and Security Agreement with RCBC and 
BPI specifically to partially finance the design, development, procurement, construction, operation 
and maintenance of its geothermal power plant project.   

 
As of June 30, 2015, MGI has outstanding drawdowns of $54 million or P=2.4 billion. The first 
principal payment was done in April 2015 amounting to about P=171 million or $3.8 million.  
  
The loan is payable semi-annually within ten (10) years from and after the date of initial 
drawdown immediately following the signing date, payments to be made in fourteen (14) semi-
annual principal installment commencing on the end of 6th semester from the date of the initial 
drawdown, inclusive of a grace period of thirty-six (36) months.  The semi-annual principal 
payment started in April 2015.  Thus, the corresponding amount on the first two semi-annual 
payment is duly classified as current portion of the long term loan. 
 
The rate of interest applicable to the loan is fixed for the first five (5) years from the initial 
drawdown date based on the sum of the prevailing fixed benchmark rate on the pricing date and 
the margin of 2.5% per annum (the “Initial Interest Rate”).  After five years from the date of the 
first initial drawdown, the interest for the remaining 5 years tenor shall be repriced based on the 
higher of: (i) the sum of the then prevailing fixed benchmark rate plus the margin of 2.25% per 
annum, or (ii) the Initial Interest Rate. 



- 51 - 

 

 
Deferred financing costs are incidental costs incurred in obtaining the loan which includes 
documentary stamp tax, transfer tax, chattel mortgage, real estate mortgage, professional fees, 
arranger’s fee and other costs directly attributable in obtaining the loan.  As of June 30, 2015 and 
December 31, 2014, the portion pertaining to the drawn amount of the loan amounting to $0.937 
million and $1.086 million is presented as deduction from the loans payable account and is 
amortized over the life of the loan using the effective interest rate method. Amortization of 
deferred costs will be capitalized until all activities necessary to prepare the power plant for its 
intended use are substantially complete.  Details of the Groups’ unamortized deferred financing 
costs follows:  

 
 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Balance at beginning of year $1,086,176 $1,261,013 
Deferred financing costs on loan drawn  

during the year 17,987 171,697
  1,104,163 1,432,710 
Less amortization during the year 167,399 346,534 
Balance at end of year $936,764 $1,086,176 

 
The amortization is recognized under “Interest expense” in the consolidated statement of income. 
 
Below are the accumulated borrowing costs of the Group as of June 30, 2015 and December 31, 
2014: 

 
 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Interest on loans payable 
 Balance at the beginning of year $10,996,568 $5,823,670
 Interest incurred during the year 2,523,326 4,524,186
 Balance at end of year 13,519,894 10,347,856
Deferred financing cost 
 Balance at the beginning of year 648,712 302,178
 Amortization during the year 167,399 346,534
 Balance at end of year 816,111 648,712
 $14,336,005 $10,996,568

 
The loan covenants covering the outstanding debt of MGI include, among others, maintenance of 
certain level of debt-to-equity and debt-service coverage ratios.  As of June 30, 2015 and 
December 31, 2014, MGI is in compliance with the said loan covenants. 
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18. Asset Retirement Obligation 
 

The Group has recognized its share in the abandonment costs associated with the Etame, Avouma 
and Ebouri oilfields located in Gabon, West Africa and Geothermal field located in Sto. Tomas 
Batangas. 

 
Movements in this account follow: 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Balance at beginning of year $608,542 $328,389
Accretion expense 29,395 50,900
Addition − 229,253
Foreign exchange adjustment (1,881) −
Balance at end of year $636,056 $608,542

 
The provision for the oilfields in Etame maintained the original discount rate at 15.50% for both 
years. 

 
The provisions for the abandonment costs for Etame are expected to be settled in 2020, while for 
Avouma and Ebouri in 2022. 
 
The addition pertains to provision for the present value of the future estimated costs of legal and 
constructive obligations to restore the Sto. Tomas geothermal site upon termination of the service 
contract.  As of December 31, 2014, with its first year of commercial operation, the estimated cost 
required to restore the service contract area upon the termination of the 25-year contract amounted 
to $0.23 million.  The estimate represents costs on plugging and abandonment of the geothermal 
wells. 

 
19. Derivative Liability 
 

On November 21, 2013, PetroGreen and CapAsia Asean Holdings Cooperatief U.A. (CapAsia) 
entered into a Share Purchase Agreement (SPA) which sets out the parties’ mutual agreement as to 
the sale of 2,375,000 shares in PetroWind held by PetroGreen, which is equivalent to 40% of the 
total issued and outstanding shares of PetroWind. 
 
Simultaneously on November 21, 2013, PetroGreen, EEIPC and CapAsia entered into a 
Shareholders’ Agreement (SA).  The SA will govern their relationship as the shareholders of 
PetroWind as well as containing their respective rights and obligations in relation to PetroWind.  
Further, the SA contains provisions regarding voting requirements for relevant activities that 
require unanimous consent of all the parties. 
 
CapAsia was given full voting and economic rights as a 40% shareholder.  On February 14, 2014, 
the Closing Date, PetroGreen lost its control on PetroWind as a result of its sale of the half of its 
80% interest in PetroWind. 
 
The SA further provides call and put options. 
 
CapAsia Investor’s Put Option 
In the absence of a Liquidity Event by the sixth anniversary of the Closing Date, CapAsia Investor 
may at any point thereafter, by written notice (the “Put Notice”), requires PetroGreen or its 
designee to purchase all of its shares in PetroWind at a value that shall ensure CapAsia Investor an 
IRR of fifteen percent (15%) for its investment. 
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PetroGreen’s Call Option 
In the absence of a Liquidity Event by the seventh anniversary of the Closing Date, PetroGreen 
may at any point thereafter, by written notice (the “Call Notice”), call upon CapAsia Investor to 
sell all of its common shares in PetroWind to PetroGreen or its designee at a value that shall 
ensure CapAsia Investor an IRR of twenty percent (20%) for its investment. 

 
Payoff Structure 
Upon exit of CapAsia Investor through a Liquidity Event, CapAsia Investor shall share the profit 
of the Investment with PetroGreen following the schedule below: 
 
(a) After CapAsia Investor has received an IRR of twenty percent (20%) on its Investment, 

PetroGreen shall receive twenty five percent (25%) of the profits from the Investment over an 
IRR of twenty percent (20%) and up to an IRR to CapAsia Investor of twenty five percent 
(25%). 

(b) After CapAsia Investor has received an IRR of twenty-five percent (25%) on its Investment, 
PetroGreen shall receive fifty percent (50%) of the profits from the Investment over an IRR of 
twenty-five percent (25%) and up to an IRR to CapAsia Investor of thirty percent (30%). 

(c) After CapAsia Investor has received an equity IRR of thirty percent (30%) on its Investment, 
PetroGreen shall receive seventy-five percent (75%) of the profits from the Investment over 
an IRR of thirty percent (30%). 

 
As a result of the put and call options and payoff structure, the Group recognized a derivative 
liability of $10.59 million and $10.68 million as of June 30, 2015 and December 31, 2014 
respectively. For the year ended December 31, 2014 the Group recognized unrealized loss on 
derivatives of $10.76 million. 

 
20. Equity 
 

Under the existing laws of the Republic of the Philippines, at least 60% of the Group’s issued 
capital stock should be owned by citizens of the Philippines for the Group to own and hold any 
mining, petroleum or renewable energy contract area. As of June 30, 2015, the total issued and 
subscribed capital stock of the Group is 99.76%  Filipino and 0.24% non-Filipino compared to   as 
of December 31, 2014, the total issued and subscribed capital stock of the Group is 99.68% 
Filipino and 0.32% non-Filipino.  
 
On June 03, 2015, Securities and Exchange Commission approved the increase in authorized 
capital from 330,000,000 shares to 700,000,000 shares. Out of the entire increase in the authorized 
capital stock, 136,912,110 common shares have been subscribed through the SRO in May 11 to 
15, 2015 

 
As of June30, 2015, capital stock consists of 700,000,000 authorized and 410,736,330 issued and 
outstanding common shares with par value of P=1 ($0.0244) per share.  Total capital stock and 
additional paid-in capital amounted to $9.391 million and $35.62 million, respectively. 

 
As of December 31, 2014 , capital stock consists of 330,000,000 authorized and 273,824,220 
issued and outstanding common shares with par value of P=1 ($0.0244) per share.  Total capital 
stock and additional paid-in capital amounted to $6.32 million and $25.24 million, respectively. 
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Capital Stock 
The Group’s track records of capital stock are as follows: 
 

 
Number of

shares registered Issue/offer price 
Date of SEC 

approval 

Number of
holders

as of year-end 
Listing by way of introduction -

August 11, 2004 84,253,606 P=3/share August 4, 2004 
Add (deduct):     
 25% stock dividend 21,063,402 P=1/share September 6, 2005  
 30% stock dividend 31,595,102 P=1/share September 8, 2006  
 1:1 stock rights offering 136,912,110 P=5/share May 26, 2010  
December 31, 2010 273,824,220   2,149 
Deduct: Movement −   (26) 
December 31, 2011 273,824,220   2,123 
Deduct: Movement −   (10) 
December 31, 2012 273,824,220   2,113 
Deduct: Movement −   (41) 
December 31, 2013 273,824,220   2,072 
Deduct: Movement     (29) 
December 31, 2014 273,824,220   2,043 
Add (Deduct): Movement 136,912,110   (5) 
June 30, 2015 410,736,330  2,038

 
Dividends 
The BOD approved the declaration of cash dividends as follows: 

 
 2014 2013 2012 
July 4, 2013, 5% or $.001 per share cash 

dividends to all stockholders of record 
as of July 25, 2013 amounting to 
$315,248 The dividends were paid on 
August 20, 2013. $− $315,248 $− 

April 26, 2012, 10% or $0.002 per share 
cash dividends to all stockholders of 
record as of September 21, 2012 
amounting to $643,838.  The 
dividends were paid on October 17, 
2012. − − 643,838 

April 26, 2012, 10% or $0.002 per share 
cash dividends to all stockholders of 
record as of May 18, 2012 amounting 
to $643,838.  The dividends were 
paid on June 14, 2012. − − 643,838 

 $− $315,248 $1,287,676 
 

After reconciling items, the Group’s retained earnings available for dividend declaration as of 
June 30, 2015 and December 31, 2014 amounted to $14.57 and $13.03 million, respectively. 

 
Appropriated Retained Earnings 
On January 15, 2008, the BOD approved the appropriation of $0.49 million for the development 
of the Ebouri oil field in Gabon, in addition to the $0.56 million originally appropriated 
amount.  Participation in the development of the Ebouri field by the Group has been approved by 
the BOD on the same date. 
 
On July 24, 2008, the BOD approved additional appropriation of retained earnings amounting to  
$1.0 million for the development of the Ebouri oil field in Gabon, West Africa.  
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On February 19, 2013, the BOD approved additional appropriated retained earnings amounting to 
$1.09 million to cover for the Group’s share in the cost of the committed wells in the Etame 
oilfield in Gabon, West Africa. 

 
Total appropriations for the development of the oilfields in Gabon, West Africa as of December 
31, 2014 and 2013 amounted to $3.15 million.  Further expansion of the said oilfield is on-going 
and is set to be completed in 2015. 
 
Capital Management 
The primary objective of the Group’s capital management is to ensure that it maintains a strong 
credit rating and healthy capital ratios in order to support its business and maximize shareholders’ 
value. 

 
The Group manages its capital structure and makes adjustments to it, in light of changes in 
economic conditions.  To maintain or adjust the capital structure, the Group may increase its debt 
from creditors, adjust the dividend payment to shareholders or issue new shares. 

 
As of June 30, 2015 and December 31, 2014, the Group monitors capital using a debt-to-equity 
ratio, which is total liabilities divided by total equity. 
 
As of June 30, 2015 and December 31, 2014, the Group’s sources of capital are as follows: 
 

 Unaudited Audited
 30-Jun-2015 31-Dec-2014
Loans payable $60,515,585 $61,649,065
Capital stock 9,391,312 6,321,533
Additional paid-in capital 35,620,588 25,244,737
Retained earnings 21,605,400 19,369,221
 $127,132,885 $112,584,556

 
The table below demonstrates the debt-to-equity ratio of the Group as of June 30, 2015, December 
31, 2014 and 2013: 

 
 Unaudited Audited
 30-Jun-2015 31-De-2014
Total debt 
 Loans payable $60,515,585 $61,649,065
 Accounts payable and  

accrued expenses 2,502,247 5,141,956
 Income tax payable 4,188 477
 Asset retirement obligation 636,056 608,542
 Accrued retirement liability 68,805 69,374
 Derivative liability 10,589,581 10,677,196
 Deferred tax liabilities 5,086,411 5,128,494
 $79,402,873 $83,275,104
Total equity $80,012,591 $58,772,402
Debt-to-equity ratio 0.99:1 1.42:1 

 
Based on the Group’s assessment, the capital management objectives were met in June 30, 2015 
and December 31, 2014. 
 

 



- 56 - 

 

21. Related Party Transactions 
 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the 
other party or exercise significant influence over the other party in making financial and operating 
decisions.  Parties are considered to be related if one party has the ability, directly or indirectly, to 
control the other party in making financial and operating decisions or the parties are subject to 
common control or common significant influence (referred to as ‘Affiliates’). Related parties may 
be individuals or corporate entities. 

 
Significant transactions with related parties are as follows: 
 

 

 Transactions for the Period 
Outstanding Balance 

Receivables (Payables) Terms and 
Related Party/Nature 30-June-2015 31-Dec-2014 30-Jun-2015 31-Dec-2014 Conditions 
Affiliate     
EEI Corporation     
EPC - Advances $– $48,355 $– $119,845 Note A 
EPC - accounts payable – – – (471,128) Note A 
 – 48,355 – (351,283)  
HI      
Loans payable 600,000 600,000 – – Note B 
Interest expense 2,483 1,321 − − Note B 
Accounts receivable – others 298  298  Note B 
Accounts payable − − (3,726) (3,757) Note C 
Internal audit services 7,452 15,027 − − Note C 
 610,233 616,348 (3,428) (3,757)  
 
Joint Venture 

     

PetroWind      
Due from PetroWind − − – – Note D 
Loans and interest 899,480 23,205 899,480 − Note D 
      
Due from PetroWind − − − − Note E 
Management income 102,039 163,926 – − Note E 
      
Advances 13,586 163,176 (15) – Note F 
 1,015,105 350,307 899,465 –  
 $1,625,338 $1,015,010 $896,037 ($355,040)  

 
a. On September 2, 2011, Maibarara engaged EEI Corporation for the Engineering, Procurement 

and Construction of the MGPP.  Contact price is approximately $37 million (₱1.6 billion). 
Total payment made amounted to $35.9 million (₱1.5 billion).  As of December 31, 2014 the 
contract is 100% complete. These are non-interest bearing payable in 30 days. 

 
b. PetroEnergy availed of a $0.60 million loan from House of Investments, Inc. (HI) on  

January 21, 2015, payable on June 22, 2015 at an annual interest rate of 0.98%.  Interest 
incurred amounted to $2,483. The loan and interest was already paid in the 2nd quarter of 
2015. 
 

c. PetroEnergy has engaged HI to perform internal audit services on PetroEnergy.  HI charges 
retainer fee of P=56,000 per month totaling to approximately $15K per annum.   
 

d. PetroWind availed of a PhP 20 million dollars from PetroEnergy and PetroGreen on March 
2015 and May 2014, respectively at an interest rate of 5.6% to 6.1%. These loans are payable 
within one (1) year. 
 

e. Timewriting charges refers to management fees for accounting, legal, management and other 
support services rendered by PetroEnergy and PetroGreen to PetroWind. 
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f. Reimbursements are minimal costs and expenses that are charged by the group to PetroWind. 
These are non-interest bearing and are payable within 30 days. 
 
 

22. Financial Instruments 
 
The Group’s principal financial instruments include cash and cash equivalents, short term 
investments, trading and investment securities (financial assets at FVPL), receivables, restricted 
cash, loans payable, accounts payable, accrued expenses and dividends payable.  The main 
purpose of these financial instruments is to fund the Group’s working capital requirements.  

 
Categories and Fair Values of Financial Instruments 
As of June 30, 2015 and December 31, 2014, the carrying amounts of the Group’s financial assets 
and financial liabilities approximate their fair values except for loans payable.  The fair value of 
the loans payable as of June 30, 2015 and December 31, 2014 amounted to $60.52 million and 
$61.65 million. 
  
The methods and assumptions used by the Group in estimating the fair value of financial 
instruments are: 

 
Cash and cash equivalents and Receivables Due to the short-term nature of the instruments, 

carrying amounts approximate fair values as of the 
reporting date. 
 

Equity securities Fair values are based on published quoted prices.   
 

Debt securities and Golf club shares Fair values are based on quoted market prices as at 
reporting date. 
 

Investment properties Fair values are based on the recent sales of similar 
properties in the same area. 
 

Accounts payable and accrued expenses Due to the short-term nature of the instruments, 
carrying amounts approximate fair values as at 
reporting date. 
 

Loans payable Fair values are based on the discounted value of 
expected future cash flows using the applicable interest 
rate for similar type of instruments.  The fair value for 
2015 and 2014 for the 5 year tenor loans is derived 
using the projected T-Bond coupon rate of 3.002% 
plus 2.5% credit spread for the first five years and 
2.25% for the second five years.   
 

Derivative liability Fair value is estimated using a modified binomial 
options pricing model which consists of two parts: the 
price tree and the backwards induction tree. 
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The following tables show financial instruments recognized at fair value as of June 30, 2015 and 
December 31, 2014.  The fair value is based on the source of valuation as outlined below: 
 
• quoted prices in active markets for identical assets or liabilities (Level 1); 
• those involving inputs other than quoted prices included in Level 1 that are observable for the 

asset or liability, either directly or indirectly (Level 2); and  
• those with inputs for the asset or liability that are not based on observable market data 

(unobservable inputs) (Level 3). 
 

30-Jun-2015 (Unaudited) 
Level 1 Level 2 Level 3 Fair Value

Financial assets at FVPL 
Marketable equity securities $150,375 $− $− $150,375
Investment in golf club shares 12,641 − − 12,641
 163,016 − − 163,016
Investment properties − 31,417 − 31,417
Derivative liability − − 10,589,581 10,589,581

 
31-Dec-2014 (Audited) 

Level 1 Level 2 Level 3 Fair Value
Financial assets at FVPL 
Marketable equity securities $150,306 $− $− $150,306
Investment in golf club shares 12,746 − − 12,746
 163,052 − − 163,052
Investment properties − 40,278 − 40,278
Derivative liability − − 10,677,196 10,677,196

 
As of June 30, 2015 and December 31, 2014, there were no transfers of financial instruments 
among all levels. 

 
Derivative Financial Instruments 
The combined fair value of the options is estimated using a modified binomial options pricing 
model which consists of two parts: the price tree and the backwards induction tree.  Under a risk-
neutral assumption, the price tree is used to predict the potential upward and downward 
movements of the company value as of valuation date.  The backwards induction tree is used to 
compute the value of the options given the predicted values in the price tree.  The backwards 
induction tree is modified to incorporate several assumptions that are based on management's 
judgment and expectations.  These assumptions are as follows: 
 
(a) The projected offer price is the book value of PetroWind at 5th year (2020). 
(b) PetroWind share price volatility is assumed at 30%. 
(c) There will be no dividend declaration for the 7-year projection. 
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Description of significant unobservable inputs to valuation 

The significant unobservable inputs used in the fair value measurement categorised within Level 3 
of the fair value hierarchy together with a quantitative sensitivity analysis as at June 30, 2015 and 
December 31, 2014 are as shown below: 
 

  Valuation 
technique 

Significant 
unobservable 
inputs Base assumption 

Sensitivity of the input to fair 
value 

Derivative 
liability 

Modified 
binomial 
model 

Projected 
offer price  

Book value of 
PetroWind in the 5th 
year (2020)  

If the trigger price is not 
reached, the combined fair 
value of the derivative 
liability will increase by 49% 

Projected 
spot price 

The spot price is 
based on the 
projected discounted 
cash flow (DCF) of 
PetroWind  

If the spot price is increased 
by 5%, the derivative liability 
will decline by 25%; if the 
spot price is decreased by 5%, 
the derivative liability will be 
up by 10% 

Volatility 30% If volatility is increased by 
10%, the derivative liability 
will decrease by 12%; if the 
volatility is decreased by 10%, 
the derivative liability will 
decrease by 4% 

 
Financial Risk Management Objectives and Policies 
The Group manages and maintains its own portfolio of financial instruments in order to fund its 
own operations and capital expenditures.  Inherent in using these financial instruments are the 
following risks on liquidity, market and credit. 

 
Financial Risks 
The main financial risks arising from the Group’s financial instruments are liquidity risk, market 
risk and credit risk. 

 
a. Liquidity Risk 

Liquidity risk is the risk that the Group is unable to meet its financial obligations when due.  
The Group monitors its cash flow position and overall liquidity position in assessing its 
exposure to liquidity risk.  The Group maintains a level of cash and cash equivalents deemed  
sufficient to finance its operations and to mitigate the effects of fluctuation in cash flows.  To 
cover its short-term and long-term funding requirements, the Group intends to use internally 
generated funds as well as to obtain loan from financial institutions. 
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The tables below summarize the maturity profile of the Group’s financial assets and financial 
liabilities as of June 30, 2015 and December 31, 2014 based on contractual payments: 

 30-Jun-2015 (Unaudited) 

 On demand 
Less than 
6 months 

6 months to 
12 months 

More than 
12 months Total 

Financial Assets      
Financial assets at FVPL $163,016 $− $− $− $163,016 
Loans and receivables:      
 Cash and cash equivalents 4,262,914 586,867 − − 4,849,781 
 Short-term investments − − − − − 
 Accounts receivable:      

Consortium operator 1,536,043 − − − 1,536,043 
Electricity sales to  

Trans-Asia 1,817,321 − − − 1,817,321 
Receivable from affiliate  899,579 − − − 899,579 

 Others 64,930 − − − 64,930 
 Interest receivable 1,513 − − − 1,513 
 Restricted cash − 13,894,890 − 357,414 14,252,304 
 $8,745,316 $14,481,757 $− $357,414 $23,584,487 
Financial Liabilities      
Loans payable $− $15,788,517 $− $44,727,068 $60,515,585 
Accounts payable 903,750 − − − 903,750 
Accrued expenses − 282,691 − − 282,691 
Accrued interest payable − 947,381 − − 947,381 
Dividends payable 231,125 − − − 231,125 
Others:      
 Due to NRDC 50,338 − − − 50,338 
 Others 86,962 − − − 86,962 
 1,272,175 17,018,589 − $44,727,068 63,017,832 
Net financial assets (liabilities) $7,473,141 ($2,536,832) $− ($44,369,654) ($39,433,345)

 
 

31-Dec-2014 (Audited) 

 On demand 
Less than 
6 months 

6 months to 
12 months 

More than 
12 months Total 

Financial Assets      
Financial assets at FVPL $163,052 $− $− $− $163,052 
Loans and receivables:      
 Cash and cash equivalents 1,178,374 1,639,780 − − 2,818,154 
 Short-term investments − − 186,513 − 186,513 
 Accounts receivable:      

Consortium operator  1,712,783 − − − 1,712,783 
Electricity sales to  

Trans-Asia 1,815,322 − − − 1,815,322 
 Others 40,929 − − − 40,929 

 Interest receivable 2,574 − − − 2,574 
 Restricted cash − 1,989,468 − 259,318 2,248,786 
 $4,913,034 $3,629,248 $186,513 $259,318 $8,988,113 
Financial Liabilities      
Loans payable $− $16,679,150 $− $44,969,915 $61,649,065 
Accounts payable 3,215,491 − − − 3,215,491 
Accrued expenses − 521,112 − − 521,112 
Accrued interest payable − 1,017,177 − − 1,017,177 
Dividends payable 233,269 − − − 233,269 
Others:      
 Due to NRDC 50,754 − − − 50,754 
 Others 104,153 − − − 104,153 
 3,603,667 18,217,438 − 44,969,915 66,791,021 
Net financial assets (liabilities) $1,309,367 ($14,588,190) $186,513 ($44,710,597) ($57,802,909)
 
      
The 20 MW MGPP already started its commercial operation in 2014.  Proceeds from sale of 
electricity will then be used to settle the Group’s loans payable. 
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Market Risk 
Market risk is the risk of loss on future earnings, on fair values or on future cash flows that 
may result from changes in market prices.  The value of a financial instrument may change as 
a result of changes in equity prices, foreign currency exchanges rates, interest rates and other 
market changes. 

 
Equity Price Risk 
The Group closely monitors the prices of its securities on a daily basis, as well as 
macroeconomic and entity-specific factors which could directly or indirectly affect the prices 
of these instruments. In case of an expected decline in its portfolio of equity securities, the 
Group readily disposes or trades the securities for replacement with more viable and less risky 
investments. 

 
Such investment securities are subject to price risk due to changes in market values of 
instruments arising either from factors specific to individual instruments or their issuers, or 
factors affecting all instruments traded in the market. 

 
The analysis below is performed for reasonably possible movements in the PSE index (PSEi) 
with all other variables held constant, showing the impact on income before tax (due to 
changes in fair value of equity securities and golf shares whose fair values are recorded in the 
consolidated statements of income).  The Group used the daily average of movements in PSEi 
price indices, plus adjusted betas for equity securities. 

 
 30-Jun-2015 (Unaudited) 
 Impact on income before tax 
 % Increase Decrease 
Equity securities 4.41% $6,704 ($6,704)
Golf club shares 5.00% 685 (685)
  $7,389 ($7,389)

 
 31-Dec-2014 (Audited) 
 Impact on income before tax 
 % Increase Decrease 
Equity securities 4.39% $6,649 ($6,649)
Golf club shares 5.00% 687 (687)
  $7,336 ($7,336)
 
There is no other impact on the Group’s equity other than those already affecting income 
before tax. 
 
Foreign Exchange Risk 
Exposure to currency risk arises from general and administrative expenses, assets and 
liabilities in currencies other than the Group’s functional currency which is very minimal 
since the Group’s oil revenues and costs and expenses are denominated in US Dollar.  
Currency risk is monitored and analyzed systematically and is managed by the Group. 
 

The analysis below demonstrates the sensitivity to a reasonably possible change in the 
Philippine Peso exchange rate which is the only source of the Group’s foreign exchange risk, 
with all other variables held constant, showing the impact on income before tax (due to 
changes in fair value of currency sensitive to financial assets and liabilities).  The Group used 
the year-average forecast from the Business Monitor International in the analysis. 
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30-Jun-2015 (Unaudited) 
Increase/decrease  

in Php rate 
Impact on income 

before tax 
+1.09% $81,213 
-1.09% ($81,213) 

 
31-Dec-2014 (Audited) 

Increase/decrease  
in Php rate 

Impact on income 
before tax 

+0.27% $11,576 
-0.27% ($11,576) 

 
There is no other impact on the Group’s equity other than those already affecting income 
before tax. 
 
Interest Rate Risk 
The Group’s exposure to market risk for changes in interest rates relates primarily to the 
Group’s loans payable and derivative liability.  Interest rate of loans payable is fixed for the 
first five (5) years and will be repriced thereafter. 

 
The table below demonstrates the sensitivity to a reasonably possible change in interest rates, 
with all other variables held constant, of the Group’s net income.  The Group used the 
forecasted one-year Treasury Bill rate in performing the analysis below. 

 
Loans payable    

30-Jun-2015 (Unaudited) 
Increase/decrease  

in interest rate 
(in basis points) 

Impact on 
income 

before tax 
+27 ($311,392) 
-27 311,392 

 
31-Dec-2014 (Audited) 

Increase/decrease  
in interest rate 

(in basis points) 

Impact on  
income  

before tax 
+25 ($439,974) 
-25 439,974 

 

Derivative liability 
30-Jun-2015 (Unaudited) 

Increase/decrease  
in interest rate 
(in basis points) 

Impact on 
income 

before tax 
+5 $12,829,244 
-5 (7,354,906) 

‘ 
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31-Dec-2014 (Audited) 
Increase/decrease  

in interest rate 
(in basis points) 

Impact on 
income 

before tax 
+5 $12,829,244 
-5 (7,354,906) 

 
 

There is no other impact on the Group’s equity other than those already affecting income 
before tax. 

 
b. Credit Risk 

There are significant concentrations of credit risk within the Group since most of its financial 
assets are with consortium operator, although credit risk is immaterial.  The gross maximum 
exposure of the Group’s credit risk is equal to the carrying amounts of the financial assets. 

 
The table below shows the summary of maximum credit risk exposure on financial 
instruments as of June 30, 2015 and December 31, 2014: 

 
 Unaudited Audited 
 30-Jun-2015 31-Dec-2014
Financial assets at FVPL:   
 Marketable equity securities $150,375 $150,306 
 Golf club shares 12,641 12,746 
Loans and receivables:   
 Short-term investments 586,867 186,513 
 Cash in bank 4,259,618 1,175,051 
 Accounts receivable:   
  Consortium operator $1,595,534 $1,772,766 

Electricity sales to Trans-Asia 1,817,321 1,815,322
Receivable from affiliate 899,579 ‒

  Others 64,930 40,928 
 Interest receivable 1,513 2,574 
 Restricted cash 14,252,304 2,248,786 
 $23,640,682 $7,404,992 

  
The Group has a well-defined credit policy and established credit procedures.  In addition, 
receivable balances are being monitored on a regular basis to ensure timely execution of 
necessary intervention efforts. 

 
The Group determines the credit quality by class for loan-related consolidated statements of 
financial position lines based on the following: 

 
Cash in banks and short-term investments - based on the nature of the counterparties and the 
reputation of the financial institution. 

 
Receivables - based on the payment behavior of the counterparty.  High grade pertains to 
receivables from consortium operator and interest receivable from short-term investments and 
standard grade pertains to other receivables.  Both are neither past due nor impaired.  

 
The tables below shows the credit quality by class of asset for loan-related consolidated 
statements of financial position lines, based on the Group’s credit rating system as of  
June 30, 2015 and December 31, 2014: 
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 30-Jun-2015 (Unaudited) 
 Neither past due nor impaired Past due 
 High grade Standard grade and impaired Total
Cash in banks $4,259,618 $‒ $‒ $4,259,618
Short-term investments ‒ ‒ ‒ ‒
Accounts receivable:  

Consortium operator 1,536,043 ‒ 59,491 1,595,534
Electricity sales to  

Trans-Asia 1,817,321 ‒ ‒ 1,817,321
Receivable from affiliate 899,579 ‒ ‒ 899,579
Others 64,930 ‒ ‒ 64,930

Interest receivable 1,513 ‒ ‒ 1,513
Restricted cash 14,252,304 ‒ ‒ 14,252,304
 $22,831,308 $‒ $59,491 $22,890,799

 
 31-Dec-2014 (Audited) 
 Neither past due nor impaired Past due 
 High grade Standard grade and impaired Total
Cash in banks $1,175,051 $‒ $‒ $1,175,051
Short-term investments 186,513 ‒ ‒ 186,513
Accounts receivable:  

Consortium operator 1,712,783 ‒ 59,983 1,772,766
Electricity sales to  

Trans-Asia 1,815,322 ‒ ‒ 1,815,322
Others 40,929 ‒ ‒ 40,929

Interest receivable 2,574 ‒ ‒ 2,574
Restricted cash 2,248,786 ‒ ‒ 2,248,786
 $7,181,958 $‒ $59,983 $7,241,941

 
 
The tables below show the aging analysis of the Group’s receivables as of June 30, 2015 and 
December 31, 2014. 
 30-June-2015 (Unaudited) 
 1 to 90 days Over 90 days Total 
Accounts receivable    
 Consortium operator $1,536,043 $59,491 $1,595,534 
 Trans-Asia 1,817,321 ‒ 1,817,321 
 Receivable from affiliate 899,579 ‒ 899,579 
 Others 62,466 2,464 64,930 
Interest receivable 1,513 ‒ 1,513
 $4,316,922 $61,955 $4,378,877 

 
 

31-Dec-2014 (Audited) 
 1 to 90 days Over 90 days Total 
Accounts receivable    
 Consortium operator $1,712,783 $59,983 $1,772,766
 Trans-Asia 1,815,322 ‒ 1,815,322`
 Others 40,929 ‒ 40,929 
Interest receivable 2,574 ‒ 2,574
 $3,571,608 $59,983 $3,631,591 

 
As of June 30, 2015 and December 31, 2014, the Group has no past due receivables that are 
not impaired. 
 

Past due and impaired receivable pertains to a long-outstanding receivable from a consortium 
member which is fully provided with allowance. 
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23. Segment Information 
 

For management purposes, the Group is organized into business units based on their products and 
has four reportable segments as follows: 
 
• The oil production segment is engaged in the oil and mineral exploration, development and 

production. 
• The geothermal energy segment develops and operates geothermal steamfields and power 

plants. 
• The wind energy segment carries out the general business of generating, transmitting, and/or 

distributing power derived from wind energy sources. 
• The solar energy segment carries out the general business of generating, transmitting, and/or 

distributing power derived from solar energy sources 
• Other activities pertain to activities from holding company and others. 

 
No operating segments have been aggregated to form the above reportable operating segments. 

 
Management monitors the operating results of its business units separately for the purpose of 
making decisions about resource allocation and performance assessment.  Segment performance is 
evaluated based on operating profit or loss and is measured consistently with operating profit or 
loss in the consolidated financial statements. 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

O il Production Geothermal Solar O ther Activities Elimination Consolidated

Energy  Energy

Segment revenue 3,602,564         8,876,472        -                          -                   12,479,035    

Net income (loss) 1,558,429         2,717,301        (165,064)   (165,347)             (679,866)      3,265,452      

O ther comprehensive  income -                       -                       -                          (230,720)      (230,720)       

O ther Information:

Segment assets except deferred tax assets 73,334,439       80,394,455      2,378,667 46,822,114         (43,716,247) 159,213,428  

Deferred tax assets - net 202,036            -                       -                -                          -                   202,036         

Segment liabil ities except deferred tax liabil ities 10,234,180       51,158,906      188,983    13,387,276         (652,883)      74,316,462    

Deferred tax l iabilities- net -                       -                       -                5,086,411           -                   5,086,411      

Provision for income tax 13,861              573                  -                3,760                  -                   18,195           

Capital  expenditures 21,213              508,958           16,345      18,506                -                   565,021         

Deferred oil exploration costs 18,672,040       -                       -                -                          -                   18,672,040    

Depletion, depreciation and amortization 834,437            1,389,671        -                8,547                  (165)             2,232,490      

30-Jun-15 (Unaudited)
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 31-Dec-2014 (Audited) 

 Oil Production 
Geothermal

Energy 
Wind

Energy 
Other

Activities Elimination Consolidated 
Segment revenue $11,132,670 $14,741,614 $− $− $− $25,874,284 
Net income (loss) 1,996,773 3,652,747 690,448 3,268,292 143,010 9,751,270 
Other comprehensive income 9,157 − − − (334,772) (325,615) 
Other Information:      
Segment assets except deferred tax 

assets $57,294,111 $82,439,438 $75,200,233 $44,467,614 ($117,555,926) $141,845,470 
Deferred tax assets - net $202,036 $− $− $− $− $202,036 
Segment liabilities except deferred 

tax liabilities $9,197,909 $57,569,946 $50,304,710 $6,279,628 ($45,205,583) $78,146,610 

Deferred tax liabilities - net $− $− $− $5,128,494 $− $5,128,494 
Provision for income tax $795,556 $6,215 $− $5,167,001 $− $5,968,772 
Capital expenditures $199,408 $10,259,924 $20,947,065 $9,482 ($20,955,849) $10,460,030 
Deferred oil exploration costs $19,112,571 $− $− $− $− $19,112,571 
Depletion, depreciation and 

amortization $1,584,211 $2,647,015 $64,147 $13,949 ($70,965) $4,238,357 

 
Intercompany investments, revenues and expenses are eliminated during consolidation. 

 
 
24. Basic/Diluted Earnings Per Share 
 

The computation of the Group’s earnings per share follows: 
 

 Unaudited Unaudited Audited
 30-Jun-2015 30-Jun-2014 31-Dec-2014
Net income attributable to equity 
holders of the Parent Company  $2,236,179 $5,174,677 $8,489,385
Weighted average number of shares 353,689,618 273,824,220 273,824,220
Basic/diluted earnings per share $0.0063 $0.0189 $0.031
 

 

25. Noncontrolling Interests 
 
Non-controlling interest (NCI) as of June 30, 2015 pertains to the following: 
• 10% share of EEI-PC to PetroGreen; 
• 25% share of Trans-Asia, the 10% share of PNOC-RC, and 10% or the 65% share of EEI-PC 

(indirect) in Maibarara; 
• 44% share of EEI-PC (direct) and 10% of 56% share (indirect) in to PetroSolar; 
 
As of December 31, 2014, this pertains to the 25% share of Trans-Asia and the 10% share of 
PNOC-RC in Maibarara.  
 
PetroGreen, Maibarara, and PetroSolar are entities incorporated and are operating in the 
Philippines.  
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As of June 30, 2015 and December 31, 2014, the accumulated balances of noncontrolling interest 
and net income/loss attributable to noncontrolling interests are as follows:  

 
 30-Jun-2015 31-Dec-2014
Accumulated balances of 

noncontrolling interests:
 PetroGreen $2,987,509 −
 MGI 10,527,871 $8,679,634
       PetroSolar 953,354 −
 PetroWind − −
 $14,468,734 $8,679,634
Net income (loss) attributable to 

noncontrolling interests: 
 PetroGreen ($16,535) −
 MGI 1,127,680 $1,278,461
      PetroSolar (81,872) −
 PetroWind − (16,576)
 $1,029,273 $1,261,885

 
There were no dividends paid to noncontrolling interests. 

 
The increase in noncontrolling interests from stock issuances follows: 

• As of June 30, 2015, PGEC issued a  55,250,000 common shares with P1 par value, and a 
deposit for future stock subscription of 59,445,210 common @ P1 par value, these 
increased the noncontrolling by P11.19 million; 

• As of June 30, 2015, MGI issued 850,000 common shares with P100 par value. Such 
stock issuances increased the noncontrolling interest by P=29.75 million; 

• In June 2015, PetroSolar was incorporated were it issued P106,087,172 shares @ P1 par 
value, this increased the noncontrolling interest by P46.68 million;and 

• As of December 31, 2014, MGI issued 748,880 common shares with 100 par value.  Such 
stock issuances increased the noncontrolling interests by P=26.21 million. 

 
26. Others 
 

a. The Interim Financial Report (June 30, 2015) is in compliance with generally accepted 
accounting       principles. 

 
b.   The same policies and methods of computation were followed in the preparation of the interim 

financial     report compared to the December 31, 2014 Consolidated Audited Financial 
Statements. 

 
c. No unusual item or items affected the assets, liabilities, equity and cash flows as of the June 30, 

2015 Financial Statements. 
 

d. Earnings per share is presented in the face of the unaudited statements of income for the period 
ended June 30, 2015 and December 31, 2014. 

 
e. No significant events happened during the quarter that will affect the June 30, 2015 Unaudited 

Financial Statements. 
 

f. There are no seasonal aspects that had a material effect on the financial condition or results of 
operation of the Company. 
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g. There is no foreseeable event that will trigger direct or contingent financial obligation that is 

material to the Company, including any default of accelerated obligation. 
 

h. There are no material off-balance sheet transactions, arrangements, obligations and other 
relationships of the Company with other entities or persons that were created during the period. 

 
i. There are no changes in estimates of amounts reported in prior periods of the current financial 

year or changes in estimates of amounts reported in prior financial years that could have 
material effect in the current period. 
 

j. PetroEnergy Resources Corporation conducted a Stock Rights Offering on May 11 to 15, 2015, 
where the Company offered a 2:1 rights ratio at a offer price of P4.38/share. 

  
k. On June 03, 2015, PetroEnergy’s increase in authorized capital stock from 330,000,000 million 

shares to 700,000,000 million shares was approved by the Securities and Exchange 
Commission. Out of the entire increase in the authorized capital stock, 136,912,110 common 
shares have been subscribed through the SRO in May 11 to 15, 2015 

 
l. The group has no contingent liabilities or assets during the period. 
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Item 2.  MANAGEMENT DISCUSSION AND ANALYSIS OF CONSOLIDATED FINANCIAL   
CONDITIONS AND RESULTS OF OPERATIONS 

 
1. Consolidated Financial Condition (June 30, 2015 and June 30, 2014) 

2015 2014

ASSETS
Cash and cash equivalents $4,849,781 $9,002,174 -46.13% 3.04%
Short-term investments                          -                    941,969 -100.00% 0.00%

Financial assets at fair value through
profit or loss (FVPL)                 163,016                  155,238 5.01% 0.10%
Receivables              4,319,386               6,567,455 -34.23% 2.71%
Crude oil inventory                 149,356                  190,147 -21.45% 0.09%
Prepaid expenses and other current
assets            16,647,997               1,173,134 1319.10% 10.44%
Property,plant and equipment            80,106,166             76,005,338 5.40% 50.25%
Deferred oil exploration costs            18,672,040             15,985,708 16.80% 11.71%
Investment in a joint venture            27,732,221               7,163,541 287.13% 17.40%
Investment properties                   31,417                    31,417 0.00% 0.02%
Deferred tax assets-net                 202,036                  239,362 -15.59% 0.13%
Other noncurrent assets              6,542,048               5,743,474 13.90% 4.10%

TOTAl ASSETS $159,415,464 $123,198,957 29.40% 100.00%
LIABILITIES AND  EQUITY

Accounts payable and accrued expenses              2,502,247               3,379,002 -25.95% 1.57%
Current portion of loans payable            15,788,517                           -   100.00% 9.90%
Income tax payable                     4,188                  604,192 -99.31% 0.00%
Loans payable - net of current portion            44,727,068             61,790,020 -27.61% 28.06%
Asset retirement obligation                 636,056                  353,839 79.76% 0.40%
Derivative liability            10,589,581                           -   100.00% 6.64%
Accrued retirement liability                   68,805                  118,095 -41.74% 0.04%
Deferred tax liabilities              5,086,411                           -   100.00% 3.19%

TOTAL LIABILITIES            79,402,873 $66,245,148 19.86% 49.81%
EQUITY

           65,543,857 $48,573,005 34.94% 41.12%
Non-controlling interest            14,468,734               8,380,804 72.64% 9.08%

TOTAL EQUITY $80,012,591 $56,953,809 40.49% 50.19%
TOTAL LIABILITIES AND EQUITY $159,415,464 $123,198,957 29.40% 100.00%

%  to Total 
Assets

Attributable to equity holders of the Parent 
Company

As of June 30 (Unaudited)
%  Change

Note: Differences in amounts are due to rounding off. 
 
Total assets amounted to $159.415 million and $123.199 million as of June 30, 2015 and June 30, 
2014, respectively. 
 
Cash and cash equivalents consist of cash on hand, cash in banks and money market placements with 
original maturities of not more than three months. The 46.13% net decrease from US$9.002 million as 
of June 30, 2014 to US$4.850 million as of June 30, 2015 is mainly due to payments made for 
development expenses for the Etame Expansion in Gabon, West Africa, expansion of MGPP for its 
Phase 2 and cash infusion to PWEI for the Nabas Wind Power Project. 
 
Short-term investments (STI) consist of money market placements with maturities of more than 
three months but less than one year. There are no STIs as of June 30, 2015 as compared to $0.942 
million as of June 30, 2014. 
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Financial assets at fair value through profit and loss (FVPL) amounted to US$0.163 million and  
US$0.155 million   as of June 30, 2015 and 2014, respectively. The 5.01% net increase in this account 
is due to the positive changes in the market prices of the Company’s investments in stocks traded in 
the Philippine Stock Exchange (PSE). 
 
The Receivables account amounted to $4.319 million and $6.567 million as of June 30, 2015 and June 
30, 2014, respectively. Aside from the recurring receivables from oil revenues and electricity 
revenues, receivables as of June 30, 2014 consists of the outstanding receivables from premium from 
the sale of 50% of PGEC’s 80% shareholding in PWEI; and advances to Vaalco for the 
excess/reconciliation of cash calls between the actual expenditures, this resulted to the 34.23% decline 
as of June 30, 2015. 
 
Crude oil inventory pertains to PERC’s share in the Etame Marine Permit (Gabon) ending inventory 
as of the second quarter. This amounted to US$0.149 million and US$.190 million at the end of June 
30, 2015 and 2014, respectively.  The 21.45% decrease is mainly due to lower crude oil price from 
$113.28/barrel as of June 2014 to $62.29/barrel as of June 2015. 
  
Prepaid expenses and other current assets consist of advances to contractor, deferred financing 
costs,  prepaid insurance, supplies inventory, refundable deposits, restricted cash and other 
prepayments. This account amounted to US$16.648 million and US$1.173 million as of June 30, 2015 
and 2014, respectively. The bulk of  the 1319.10%  increase is mainly the result of the following:  

• PERC’s restricted cash/escrow from the proceeds of the May 2015 Stock Rights Offering 
(SRO), the proceeds are under escrow and are withdrawn once disbursement for the specific 
activity is presented to the PSE. 

• MGI’s restricted cash from set-up of Debt Service Payment Account (DSPA).   
• PetroSolar’s down payment to its contractors  

 
Property, plant and equipment (PPE) is up by 5.40% from US$76.005 million as of June 30, 2014 
to US$80.106 million as of June 30, 2015 mainly due to the completion of MGPP and Fluid Collection 
and Reinjection System (FCRS) construction and transfer of completed Etame Wells from deferred 
exploration costs to PPE-wells. 
 
Deferred oil exploration cost amounted to US$18.672 million and US$15.986 million as of June 30, 
2015 and 2014, respectively.  The 16.80% increase is due to the costs incurred for the Etame 
Expansion Project in Gabon, West Africa. 
 
Investment in a joint venture refers to the remaining 40% shareholdings in PWEI, the company that 
develops the Nabas Wind Power Project (NWPP). In February 14, 2014, PetroGreen sold 50% of its 
80% share holdings to CapAsia. This account amounted to $27.732 million as of June 30, 2015 and 
$7.163 million as of June 30, 2014.  The 287.13% increase accounts for the additional equity infusion 
during the period and revaluation of the remaining 40% investment in December 31, 2014. 
 
Investment properties remained unchanged as of June 30, 2015. 
 
Deferred tax assets (liability) (DTA/L) occurs due to timing differences in recognizing temporary 
deductible expenses and temporary taxable revenues such as accrued profit share, accretion expenses, 
accrued retirement liability, provision for probable losses, unrealized gains or losses and change in 
crude oil inventory. As of June 30, 2015 the Group has a US$0.202 million DTA relative to PERC’s 
temporary tax differences and US$5.086 million DTL relative to PetroGreen unrealized gain on re-
measurement of investment, while as of June 30, 2014 the group has a US$0.239 million DTA mainly 
from PERC’s temporary tax differences. Changes in the DTA/L accounts for the movements of the 
temporary deductible and taxable differences recognized by the individual entity of the Group.  
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Other non-current assets amounted to US$6.542 million and $5.743 million as of June 30, 2015 and 
June 30, 2014, respectively. This account consist of the non-current portion of advance rent, input vat 
carry overs, intangible asset, and restricted cash. The 13.90% increase is mainly due to the additional 
input taxes within the period and reclassification of intangible construction-in-progress account in 
developing the MGPP to intangible asset account.  
 
Accounts payable and accrued expenses amounted to US$2.502 million and US$3.379 million as of 
June 30, 2015 and 2014, respectively. The 25.95% decrease represents payments to suppliers/ 
contractors. 
 
Majority of the current portion of loans payable as of June 30, 2015 refers to loans payable of 
maturity  not more than one (1) year; and the  reclassification of   non-current loans payable that are 
due within 1 year to current portion.  
 
The group’s income tax payable as of June 30, 2014 mainly refers to the Parent Company’s 
outstanding annual income tax payable amounting to about $0.604 million based on a high taxable 
income. While as of June 30, 2015, income tax payable pertains to the Minimum Corporate Income 
Tax set-up due to low taxable income; bulk of the Group’s income as of June 2015 is subject to special 
tax rate, for the electricity sales, these activity is under Renewable Energy Law, of which is entitled to 
certain tax incentives such as 7-year income tax holiday period. In addition, the gain on sale of 
investment not traded in the PSE is already subject to capital gains tax.  
 
Loans payable – noncurrent pertains to the loan facility availed by MGI from RCBC and BPI to 
finance the construction of the 20 MW MGPP. This account amounted to $44.727 million and $61.790 
million as of June 30, 2015 and June 30, 2014. The 27.61% decrease in this account is due to 
reclassification of loans that are due in 2015, from non-current portion to current loans payable. 
 
Asset Retirement Obligation amounted to US$0.636 million and US$0.354 million as of June 30, 
2015 and June 30, 2014, respectively. The 79.76% increase in this account resulted from the 
amortization of the net present value of the additional abandonment costs estimate for the Avouma and 
Ebouri oilfield and the set-up of abandonment obligation for the Geothermal field.  
 
As of June 30, 2015, the Group’s derivative liability amounting to US$10.590 million pertains to the 
payoff structure and put and call options over PetroWind shares.  The Company has no derivative 
financial instruments as of June 30, 2014. 
 
Accrued retirement liability amounted to US$0.069 million and US$0.118 million as of June 30, 
2015 and 2014, respectively. The 41.74% decrease is due to payment of funding requirement of the 
retirement fund. 
 
Equity attributable to equity holders of the Parent Company amounted to US$65.544 million or 
book value per share of US$0.160 as of June 30, 2015 and US$48.573 million or US$0.177 book 
value per share as of June 30, 2014.   
 
Non-controlling interest (NCI) as of June 30, 2015 pertains to the following: 

• 10% share of EEI-PC to PetroGreen; 
• 25% share of Trans-Asia, the 10% share of PNOC-RC, and 10% or the 65% share of EEI-PC 

(indirect) in Maibarara; 
• 44% share of EEI-PC (direct) and 10% of 56% share (indirect) in to PetroSolar; 

 
While as of June 30, 2014, this pertains to the 25% share of Trans-Asia and the 10% share of PNOC-
RC in Maibarara.  
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2. Consolidated Results of Operations (For the second quarter ending June 30, 2015 and June 30, 
2014) 

30-Jun-15 30-Jun-14

OIL REVENUES
Oil Revenues $2,059,010 $3,855,582 -46.60% 23.22%
Electricity Sales 4,611,702     4,306,046        7.10% 52.00%

6,670,712     8,161,628      -18.27% 75.21%
COST OF SALES

Costs of Oil Revenues
Oil production operating expenses 1,080,305     1,214,212        -11.03% 12.18%
Depletion 427,541        381,565           12.05% 4.82%

1,507,846     1,595,777        -5.51% 17.00%
Costs of Electricity Sales 1,810,275     1,439,336        25.77% 20.41%

3,318,121     3,035,113      9.32% 37.41%
GROSS INCOME 3,352,591     5,126,515        -34.60% 37.80%

771,955        779,054           -0.91% 8.70%

OTHER INCOME (CHARGES)
Interest income 28,957           18,944             52.86% 0.33%
Net unrealized foreign exchange gain (loss) (185,294)       (353,897)          -47.64% -2.09%
Net unrealized gain (loss) on fair value 
changes on  financial assets at  FVPL (6,819)            5,409               -226.07% -0.08%
Interest expense (1,216,370)    (1,255,203)       -3.09% -13.71%
Accretion expense (14,698)         (12,725)            15.50% -0.17%
Miscellaneous income 54,760           39,806             37.57% 0.62%
Share in net loss of an Associate (312,162)       (64,538)            383.69% -3.52%
Share in deconsolidated retained earnings (299,777)       -100.00% -3.38%

(1,951,403)    (1,622,204)    20.29% -22.00%
Gain on sale of investment in a subsidiary 2,121,393     -                   100.00% 23.92%

INCOME BEFORE INCOME TAX 2,750,626     2,725,257      0.93% 31.01%

PROVISION FOR INCOME TAX 15,142           543,839           -97.22% 0.17%

NET INCOME $2,735,484 $2,181,418 25.40% 30.84%

NET INCOME (LOSS) ATTRIBUTABLE TO:
Equity Holders of the Parent Company $2,131,574 $1,679,866 26.89% 24.03%
Noncontrolling interest 603,910        501,552           20.41% 6.81%

NET INCOME $2,735,484 $2,181,418 25.40% 41.68%

EARNINGS PER SHARE(EPS) FOR NET INCOME 
ATTRIBUTABLE TO EQUITY HOLDERS OF
THE P A R EN T C OM P A N Y- B A S IC  A N D  D ILUTED $0.0060 $0.0061 -1.76%

Unaudited
%  Change

%  to 
Total 

Revenues

GENERAL AND ADMINISTRATIVE 
EXPENSES

 
Note: Differences in amounts are due to rounding off. 
 
The Group generated consolidated net income attributable to equity holders of the Parent 
Company amounting to US$2.132 million or US$0.0060 EPS and US$1.680 million or US$0.0061 
EPS for the second quarter ended June 30, 2015 and 2014, respectively.  
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Revenues: 
Oil revenues declined by 46.60% from US$3.856 million for the second quarter June 30, 2014 to 
US$2.059 for the second quarter June 30, 2015. The decrease is mainly due to lower average crude oil 
price from an average of $111.09/ barrel to $61.05/barrel.  
 
Electricity sales refer to the electricity power generated by MGPP the increase is mainly due to higher 
power generation during the 2nd quarter of 2015. 
  
Costs and Expenses: 
 
Oil production expenses (OPEX) decreased by 11.03% from $1.214 million for the second quarter 
June 30, 2014 to $1.080 million the same quarter in 2015 because of lower royalty (Gabon) expenses 
brought about by the decline in average crude oil price from $111.09/barrel to $61.05/barrel.  
 
The 12.05% increase in depletion is due to reclassification of the costs of completed wells as of June 
30, 2015 from deferred oil exploration costs to PPE-wells subject to depletion. 
  
Costs of electricity sales pertain to the direct costs of generating electricity power which includes 
operating and maintenance costs (O&M) of power plant and fluid collection and reinjection system 
(FCRS), depreciation, and other costs directly attributed to producing electricity. The 25.77% increase 
in this accounts is due to additional personnel costs, increase in insurances to secure the project against 
various losses or disaster, payment of realty taxes, and higher ancillary and metering charges. 
 
General and administrative expenses (G&A) amounted to US$0.772 million and US$0.779 million 
for the second quarter 2015 and 2014, respectively.   
 
Other income (charges) amounted to (US$1.951) million and (US$1.622) for the second quarter 
2015 and 2014, respectively. Below is the itemized discussion of the changes in other income 
(charges) account.  
 

• 52.86% net increase in interest income from US$0.019 million for the 2nd quarter 2014 to 
US$0.029 million for the same quarter in  2015 is due to interest income from loans to affiliate, 
PWEI; 
  

• 47.64% change in net realized loss on forex changes from US$0.354 million loss for the second 
quarter of  2014 to US$0.185 million loss for the same period in  2015 due to fluctuations of 
Peso vs. US Dollar; 
 

• 226.07% decline in net unrealized gain in changes in market values of investments in stocks 
traded at the PSE from US$0.005 million for the second quarter 2014 to loss of US$0.007 
million for the same quarter in 2015 is due to lower market value movements of investments; 

 
• Interest expense amounted to US$1.216 million for the second quarter of 2015 and US$1.255 

million for the second quarter of 2014. There was a net 3.09% decrease resulted from the partial 
payment of principal loan of MGI on April 2015; 

 
• 15.5% increase in accretion expense from US$0.013 million for the second quarter of  2014 to 

US$0.015 million for the same quarter of 2015 is mainly due to higher accretion of present 
value of Asset Retirement Obligation (ARO). 

 
• 37.57% increase in miscellaneous income resulted from adjustment of management fee income 

from an affiliate. 
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• share in net loss of an associate amounted to $0.312 million and $0.065 million for the second 
quarter of 2015 and 2014, respectively. The 383.69% increase accounts to higher 
losses/administrative expenses from PWEI.  

 
• share in deconsolidated retained earnings of PGEC amounting to 0.300 million, resulting from 

the sale of PERC’s 10% interest.  
 
Gains (loss) on sale of investment in a subsidiary for the second quarter of June 30, 2015 resulted 
from the sale of 10% stake in PGEC to EEI-PC. 
 
Provision for income tax account consist of the provision for income tax current and deferred. MGI’s 
income is under income tax holiday regime (per RE Law). Amounts recorded pertains to the PERC’s 
and PGEC’s income tax. For the second quarter of 2015, PERC and PGEC records only Minimum 
Corporate Income Tax (MCIT) since income from operations are only minimal and  the income from 
the sale of subsidiary was already subjected to final tax (capital gains tax), resulting to only $0.015 
million provision during the quarter. For the second quarter of 2014, provision for income tax pertains 
to normal corporate income tax based on higher taxable income. 
 
Non-controlling interest (NCI) as of June 30, 2015 pertains to the following: 

• 10% share of EEI-PC to PetroGreen; 
• 25% share of Trans-Asia, the 10% share of PNOC-RC, and 10% of the 65% share of EEI-PC 

(indirect) in Maibarara; 
• 44% share of EEI-PC (direct) and 10% of 56% share (indirect) in to PetroSolar; 

 
While as of June 30, 2014, this pertains to the 25% share of Trans-Asia and the 10% share of PNOC-
RC in Maibarara.  
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3.    Financial Condition (June 30, 2015 and December 31, 2014) 
 
 

Unaudited Audited

30-Jun-15 31-Dec-14

ASSETS
Cash and cash equivalents $4,849,781 $2,818,154 72.09% 3.04%
Short-term investments                          -                    186,513 -100.00% 0.00%
Financial assets at fair value through
profit or loss (FVPL)                 163,016                  163,052 -0.02% 0.10%
Receivables              4,319,386               3,571,608 20.94% 2.71%
Crude oil inventory                 149,356                  419,142 -64.37% 0.09%
Prepaid expenses and other current
assets            16,647,997               2,622,512 534.81% 10.44%
Property,plant and equipment            80,106,166             79,057,641 1.33% 50.25%
Deferred oil exploration costs            18,672,040             19,112,571 -2.30% 11.71%
Investment in a joint venture            27,732,221             27,630,596 0.37% 17.40%
Investment properties                   31,417                    31,417 0.00% 0.02%
Deferred tax assets-net                 202,036                  202,036 0.00% 0.13%
Other noncurrent assets              6,542,048               6,232,264 4.97% 4.10%

TOTAl ASSETS $159,415,464 $142,047,506 12.23% 100.00%
LIABILITIES AND  EQUITY

Accounts payable and accrued expenses $2,502,247 $5,141,956 -51.34% 1.57%
Current portion of loans payable            15,788,517             16,679,150 -5.34% 9.90%
Income tax payable                     4,188                         477 777.99% 0.00%
Loans payable - net of current portion            44,727,068             44,969,915 -0.54% 28.06%
Asset retirement obligation                 636,056                  608,542 4.52% 0.40%
Derivative liability            10,589,581             10,677,196 -0.82% 6.64%
Accrued retirement liability                   68,805                    69,374 -0.82% 0.04%
Deferred tax liabilities              5,086,411               5,128,494 -0.82% 3.19%

TOTAL LIABILITIES $79,402,873 $83,275,104 -4.65% 49.81%
EQUITY

$65,543,857 $50,092,768 30.84% 41.12%
Non-controlling interest            14,468,734               8,679,634 66.70% 9.08%

TOTAL EQUITY $80,012,591 $58,772,402 36.14% 50.19%
TOTAL LIABILITIES AND EQUITY $159,415,464 $142,047,506 12.23% 100.00%

%  to Total 
Assets

Attributable to equity holders of the Parent 
Company

%  Change

 
Note: Difference in amounts is due to rounding off. 
 
Total assets amounted to $159.415 million and  $142.047 million  as of June 30, 2015 and  December 
31, 2014, respectively. 
 
Cash and cash equivalents consist of cash on hand, cash in banks and money market placements with 
original maturities of not more than three months. The 72.09% net increase from US$2.818 million as 
of December 31, 2014 to US$4.850 million as of June 30, 2015 is mainly due to additional loan 
availments during the quarter and withdrawal from the escrow fund from the SRO proceeds. 
  
Short-term investments (STI) consist of money market placements with maturities of more than 
three months but less than one year. There are no STIs as of June 30, 2015 as compared to $0.187 
million as of December 31, 2014 which matured in the 1st quarter of 2015 and was not reinvested.  
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Financial assets at fair value through profit and loss (FVPL) amounted to US$0.163 million as of 
June 30, 2015 and December 31, 2014. 
 
The Receivables account mainly consists of receivables from lifting/sales of crude oil revenue and 
electricity sales. This account increased by 20.94% from US$3.572 as of December 31, 2014 to 
US$4.319 million as of June 30, 2015 due to receivable from an affiliate (PWEI), which the Group 
extended a short-term borrowing  finance the immediate needs of the operations of PWEI, pending its 
loan drawdown.  

 
Crude oil inventory pertains to PERC’s share in the Etame Marine Permit (Gabon) ending inventory. 
This amounted to US$0.149 million and US$0.419 million at the end of June 30, 2015 and December 
31, 2014, respectively.  The 64.37% decrease is due to lower number of barrels left unsold as of June 
30, 2015. 
  
Prepaid expenses and other current assets consist of advances to contractor, deferred financing 
costs,  prepaid insurance, supplies inventory, refundable deposits, restricted cash and other 
prepayments. This account amounted to US$16.648 million and US$2.623 million as of June 30, 2015 
and 2014, respectively. The bulk of  the 534.81%  increase is mainly the result of the following 
restricted cash for the following: 

• PERC’s restricted cash/escrow from the proceeds of the May 2015 Stock Rights Offering 
(SRO), the proceeds are under escrow and are withdrawn once disbursement for the specific 
activity is presented to the PSE; 

• MGI’s additional restricted cash from set-up of Debt Service Payment Account (DSPA); and 
• PetroSolar’s down payment to contractors 

   
Property, plant and equipment (PPE) amounted to US$80.106 million and US$79.058 million as of 
June 30, 2015 and December 31, 2014, respectively. The 1.33% net increase is due to the 
reclassification of the costs  relating to the completed well (Etame) from deferred exploration costs to 
PPE-wells. 
  
Deferred oil exploration cost amounted to US$18.672 million and $19.113 as of June30, 2015 and 
December 31, 2014, respectively.  The 2.30% net decrease is due to reclassification of costs of 
completed wells to PPE, which are now subject to depletion. 
 
Investment in a joint venture refers to the remaining 40% shareholdings in PWEI. In February 14, 
2014, PetroGreen sold 50% of its 80% shareholdings to CapAsia. This amounted to US$27.732 
million and US$27.631 million as of June 30, 2015 and December 31, 2014, respectively.  The .37% 
net increase pertains to additional equity infusion as of the quarter and forex effect of reinstatement of 
the account. 
 
Investment properties remained unchanged as of June 30, 2015. 
 
Deferred tax assets (liability) (DTA/L) occurs due to timing differences in recognizing temporary 
deductible expenses and temporary taxable revenues such as accrued profit share, accretion expenses, 
accrued retirement liability, provision for probable losses, unrealized gains or losses and change in 
crude oil inventory. As of June 30, 2015 and December 31, 2014 the Group has a US$0.202 million 
DTA. This pertains to PERC’s temporary tax differences. The US$5.086 million and US$ 5.128 
million DTL as of June 30, 2015 and December 31, 2014, respectively is relative to PetroGreen’s 
unrealized gain on re-measurement of investment. Changes in the DTA/L accounts for the movements 
of the temporary deductible and taxable differences recognized by the individual entity of the Group.  
 
Other non-current assets amounted to US$6.542 million and US$6.232 million as of June 30, 2015 
and December 31, 2014, respectively. This account consist of the non-current portion of advance rent, 
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input vat carry overs, intangible asset, deferred cost – geothermal and wind and restricted cash. The 
4.97% increase is mainly due to the additional input taxes within the period.  
 
Accounts payable and accrued expenses amounted to US$2.502 million and US$5.142 million as of 
June 30, 2015 and December 31, 2014, respectively. The 51.34% decrease is mainly pertains to 
payment of outstanding payables as of the quarter. 
 
Current portion of loan payable posted as of June 30, 2015 amounted to $15.789 million and 
$16.679 million as of December 31, 2014. The 5.34% net decrease accounts for 1st instalment payment 
of principal loan of MGI amounting to $3.802 million on April 2015.  
 
The Group has an outstanding income tax payable of $4.188 as of June 30, 2015 and $477 as of 
December 31, 2014.  There was a minimum amount of income tax payable within these periods 
because the Group has already paid in full the computed income tax. Also, set-up as of June 30, 2015 
refers to the Minimum Corporate Income Tax computed within the quarter due to minimal income 
subject to income tax, and tax holiday period of MGI.  
  
Loans payable – noncurrent pertains to the loan facility availed by MGI from RCBC and BPI to 
finance the construction of the 20 MW MGPP and the loan availed by PERC to finance equity 
infusion to PWEI. This account amounted to $44.727 million and $44.970 million as of June 30, 2015 
and December 31, 2014, respectively. The 0.54% net decrease was mainly due to payment of loan 
during the quarter. 
  
Asset Retirement Obligation amounted to US$0.636 million and US$0.609 million as of June 30, 
2015 and as of December 31, 2014, respectively. The 4.52% increase in this account resulted from the 
amortization of the net present value of the additional abandonment costs estimate for the Avouma and 
Ebouri oilfield. 
  
As of June 30, 2015 and December 31, 2014, the Group’s derivative liability amounted to US$10.590 
and US$10.677 million, respectively. This pertains to the payoff structure and put and calls options 
over PetroWind shares.  The 0.82% decrease is due to forex adjustment resulting from reinstatement 
from Peso amounts to Dollar values. 
 
The minimal 0.82% increase in accrued retirement liability is due to forex adjustment resulting from 
reinstatement from Peso amounts to Dollar values. 
 
Equity attributable to equity holders of the Parent Company amounted to  US$65.544 million or 
US$0.160 book value per share as of June 30, 2015 and US$50.093 million or book value per share of 
US$0.183 as of December 31, 2014. 
 
Non-controlling interest (NCI) as of June 30, 2015 pertains to the following: 

• 10% share of EEI-PC to PetroGreen; 
• 25% share of Trans-Asia, the 10% share of PNOC-RC, and 10% or the 65% share of EEI-PC 

(indirect) in Maibarara; 
• 44% share of EEI-PC (direct) and 10% of 56% share (indirect) in to PetroSolar; 

 
While as of December 31, 2014, this pertains to the 25% share of Trans-Asia and the 10% share of 
PNOC-RC in Maibarara.  
 
There are no significant elements of income or loss that did not arise from the Group’s operations. 
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4. Consolidated Results of Operations (For the six months ending June 30, 2015 and June 30, 2014) 

 

30-Jun-15 30-Jun-14

OIL REVENUES
Oil Revenues $3,602,564 $6,823,856 -47.21% 24.42%
Electricity Sales 8,876,472     6,851,721        29.55% 60.18%

12,479,036   13,675,577   -8.75% 84.60%
COST OF SALES

Costs of Oil Revenues
Oil production operating expenses 2,138,740     2,542,305        -15.87% 14.50%
Depletion 770,752        702,141           9.77% 5.23%

2,909,492     3,244,446        -10.32% 19.73%
Costs of Electricity Sales 3,424,138     2,159,888        58.53% 23.21%

6,333,630     5,404,334      17.20% 42.94%
GROSS INCOME 6,145,406     8,271,243        -25.70% 41.66%

1,685,466     1,842,969        -8.55% 11.43%

OTHER INCOME (CHARGES)
Interest income 40,944           46,133             -11.25% 0.28%
Net unrealized foreign exchange gain (loss) (214,646)       (276,861)          -22.47% -1.46%
Net unrealized gain (loss) on fair value 
changes on  financial assets at  FVPL 1,343             14,673             -90.85% 0.01%
Interest expense (2,523,326)    (2,027,818)       24.44% -17.11%
Accretion expense (29,395)         (25,450)            15.50% -0.20%
Miscellaneous income 107,403        119,291           -9.97% 0.73%
Share in net loss of an Associate (380,232)       (110,228)          244.95% -2.58%
Share in deconsolidated retained earnings (299,777)       -                   -100.00% -2.03%

(3,297,686)    (2,260,260)    45.90% -22.36%
Gain on sale of investment in a subsidiary 2,121,393     2,609,663        -18.71% 14.38%

INCOME BEFORE INCOME TAX 3,283,647     6,777,677      -51.55% 22.26%

PROVISION FOR INCOME TAX 18,195           803,780           -97.74% 0.12%

NET INCOME $3,265,452 $5,973,897 -45.34% 22.14%

NET INCOME (LOSS) ATTRIBUTABLE TO:
Equity Holders of the Parent Company $2,236,179 $5,174,677 -56.79% 15.16%
Noncontrolling interest 1,029,273     799,220           28.78% 6.98%

NET INCOME $3,265,452 $5,973,897 -45.34% 26.30%

Unaudited
%  Change

%  to 
Total 

Revenues

GENERAL AND ADMINISTRATIVE 
EXPENSES

 
Note: Differences in amounts are due to rounding off. 
 
The Group generated consolidated net income attributable to equity holders of the Parent 
Company amounting to US$2.236 million or US$0.0063 EPS and US$5.175 million or US$0.0189 
EPS as of June 30, 2015 and 2014, respectively.  
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Revenues: 
Oil revenues declined by 47.21% from US$6.824 million as of June 30, 2014 to US$3.603 as of June 
30, 2015. The decrease is mainly due to lower average crude oil price from an average of $109.54/ 
barrel to $55.42/barrel.  
 
Electricity sales refer to the electricity power generated by MGPP which started its commercial 
operations on February 8, 2014. The 29.55% increase is mainly due to full operation in as of June 30, 
2015 as compared to 2014, which started only in February 2014.  
 
Costs and Expenses: 
 
Oil production expenses (OPEX) decreased by 15.87% from $2.542 million as of June 30, 2014 to 
$2.139 million as of June 30, 2015 because of lower royalty (Gabon) expenses brought about by the 
decline in average crude oil price from $109.54/barrel to $55.42/barrel.  
 
The 9.77% increase in depletion is due to reclassification of the costs of completed wells as of June 
30, 2015 from deferred oil exploration costs to PPE-wells subject to depletion. 
  
Costs of electricity sales pertain to the direct costs of generating electricity power which includes 
operating and maintenance costs (O&M) of power plant and fluid collection and reinjection system 
(FCRS), depreciation, and other costs directly attributed to producing electricity. The 58.53% increase 
is mainly due to full operations in  2015 as compared to 2014, which started only in February 2014. 
 
General and administrative expenses (G&A) decreased by 8.55% from US$1.843 million as of June 
30, 2014 to US$1.685 million as of June 30, 2015. Upon commercial operations of MGPP in February 
2014, some costs that were previously under G&A are now part of the cost of electricity sales.  
 
Other income (charges) amounted to (US$3.298) million and (US$2.260) as of June 30, 2015 and 
2014, respectively. Below is the itemized discussion of the changes in other income (charges) account.  
 

• 11.25% net decrease in interest income from US$0.046 million as of June 30, 2014 to US$0.041 
million as of June 30, 2015 is due to decline in the Group’s fund as a result of the Gabon Etame 
expansion, final progress payments for the Maibarara 1 construction and completion, and 
payments for investment in PWEI; 
  

• 22.47% change in net realized loss on forex changes from US$0.277 million loss as of June 30, 
2014 to US$0.215 million loss for the same period in  2015 due to fluctuations of Peso vs. US 
Dollar; 
 

• 90.85% decline in net unrealized gain in changes in market values of investments in stocks 
traded at the PSE from US$0.015 million as of June 30, 2014 to US$0.001 million as of June 30, 
2015 is due to lower market value movements of investments; 

 
• Interest expense amounted to US$2.523 million as of June 30, 2015 and US$2.028 million as of 

June 30, 2014. There was a 24.44% increase because, prior to the commercial operation of MGI, 
interest expenses are capitalized until it’s commercial operations in February 2014, afterwards, 
the interest expense is now directly charged as expense under the profit and loss statement; 

 
• 15.5% increase in accretion expense from US$0.025 million as of June 30, 2014 to US$0.029 

million as of June 30, 2015 is mainly due to higher accretion of present value of Asset 
Retirement Obligation (ARO). 

 
• 9.97% decrease in miscellaneous income from US$0.119 million to US$0.107 million is due to 
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the sale of property (car) in 2014 which resulted to a gain; and 
 

• share in net loss of an associate amounted to $0.380 million and $0.110 million as of June 30, 
2015 and 2014, respectively. The 244.95% increase accounts for the higher losses/administrative 
expenses from PWEI.  

 
• share in deconsolidated retained earnings of PGEC amounting to $0.299 million resulting from 

sale of 10% interest.  
 
Gains (loss) on sale of investment in a subsidiary as of June 30, 2015 resulted from the sale of 10% 
stake in PGEC to EEI-PC while the gain on sale as of June 30, 2014 resulted from the sale of the 40% 
stake in PWEI on February 2014 to CapAsia.  
 
Provision for income tax account consist of the provision for income tax current and deferred. MGI’s 
income is under income tax holiday regime (per RE Law). Amounts recorded pertains to the PERC’s 
and PGEC’s income tax. As of June 30, 2015, PERC and PGEC records only Minimum Corporate 
Income Tax (MCIT) since income from operations are only minimal and  the income from the sale of 
subsidiary was already subjected to final tax (capital gains tax), resulting to only $0.018 million 
provision during the quarter. As of June 30, 2014, provision for income tax pertains to normal 
corporate income tax based on higher taxable income. 
 
Non-controlling interest (NCI) as of June 30, 2015 pertains to the following: 

• 10% share of EEI-PC to PetroGreen; 
• 25% share of Trans-Asia, the 10% share of PNOC-RC, and 10% or the 65% share of EEI-PC 

(indirect) in Maibarara; 
• 44% share of EEI-PC (direct) and 10% of 56% share (indirect) in to PetroSolar; 

 
While as of June 30, 2014, this pertains to the 25% share of Trans-Asia and the 10% share of PNOC-
RC in Maibarara.  
 
Material Commitments 
 
The Parent Company has raised gross proceeds of P599.675 million or US$ 13.300 from the 1:2 Stock 
Rights Offering (SRO) conducted on May 11-15 2015. 
 
As disclosed in the prospectus, the proceeds from the Stock Rights Offering will be used for the 
following:   
 

1. To finance the Company’s share in the expansion of the Etame Project in Gabon, West Africa 
for the drilling of new wells; and  
 

2. To finance the required equity contributions of PERC, through the Company’s subsidiary, 
PetroGreen, in the following projects of the Renewable Energy Companies:  

• Maibarara Geothermal, Inc., expansion of the Maibarara Geothermal Project (Maibarara 
2) equivalent to an additional 10 MW capacity; and  

• PetroWind Energy Inc., expansion of the Nabas Wind Power Project (Nabas 2) 
equivalent to the remaining 14 MW to complete the 50 MW total capacity. 
 

On June 18, 2015, the Board of Directors of PetroEnergy Resources Corporation approved the 
reallocation of the Use of Proceeds. Pursuant to this, the amount previously allotted for Phase 2 of the 
Nabas Wind Project amounting to P174.67 million or $3.87 million will be reallocated for the 50MW 
Tarlac Solar Power Project.   
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The Philippines is still affected by the economic crises resulting in fluctuating foreign exchange rates 
and increased stock market uncertainties. Uncertainties remain as to whether the country will continue 
to be affected by regional trends in the coming months.  The financial statements do not include any 
adjustments that might result from these uncertainties.  Related effects will be reported in the financial 
statements, as they become known and estimable. 
 
 KEY PERFORMANCE INDICATORS 
 
The following liquidity and profitability ratios indicate acceptable levels of financial 
condition and performance of the company: 

Unaudited Unaudited Audited
30-Jun-15 30-Jun-14 31-Dec-14 Formula

Current ratio 1.43:1 4.53:1 0.45:1
Total Current Assets/Total Current 
Liabilities

Debt-to-equity ratio 0.99:1 1.16:1 1.42:1 Liabilities/Total Stockholder's Equity
Asset-to-equity ratio 1.99:1 2.16:1 2.42:1 Total Assets/Total Stockholder's Equity

Operating profit margin 49.25% 60.48% 51.29%
Operating profit/Operating Revenue (Oil + 
electricity sales)

Asset turnover 9.25% 13.36% 33.28% Total Revenue / Total Assets
 
The increase in current ratio as of June 30, 2015 compared to December 31, 2014 is due to higher 
current assets resulting from the proceeds of the SRO 
 
The decline in debt-to-equity and asset-to-equity ratio as of June 30, 2015 compared to December 31, 
2014 is mainly due to the issuance of additional shares from the 2:1 SRO at P= 4.38/share, this resulted 
to the increase in  equity. 
 
The decline in operating profit margin is mainly due to lower oil revenue resulting from the decline in 
crude oil prices. 
 
The decline in asset turnover is due to: low crude oil revenue due to low crude oil price; operations 
from projects are not yet in full operations (Nabas and Solar Project) 
 
5.  Discussion of indicators of the Company’s level of performance. 
 
Productivity Program 
For oil revenue, the operator of said project, VAALCO Gabon (Etame), Inc., and the members of the 
Consortium have defined some wells to be drilled to increase production. VAALCO has the necessary 
skills to manage the resources and complete the work on time and within budget. 
 
For electricity sales, as of June 30, 2015, MGI is currently developing Phase II of the MGPP to 
increase electricity production by 10 megawatt and on June 10, 2015, PetroWind, where the group 
held 40% holdings, has started its commercial operations.  
 
Receivable Management 
The group’s receivables are mainly due from sale of crude oil in Etame Gabon, through the 
consortium operator and sale of electricity to Trans-Asia. These are being recorded once sale is made. 
Payment is received every 30-45 days following each sale.  
 
For the eleven (12) years since oil production inception, there was no event that the buyer failed to 
remit the proceeds of the sale. However, the group is willing to look for another buyer should there be 
some problem that may happen in the future. 
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Liquidity Management 
Management of liquidity requires a flow and stock perspective.  Constraint such as political 
environment, taxation, foreign exchange, interest rates and other environmental factors can impose 
significant restrictions on firms in management of their financial liquidity. 
 
The Group considers the above factors and pays special attention to its cash flow management.  The 
Company identifies all its cash requirements for a certain period and invests unrestricted funds to 
money market placements to maximize interest earnings.   
 
Inventory Management 
The only inventory is the crude oil produced in Gabon. The buyer lifts certain volume and pays the 
same in 30 days. The operator sees to it that crude oil inventory does not reach 800,000 barrels at any 
one time to avoid overflow and to generate revenues to cover production costs. 
 
Cost Reduction Efforts 
In order to reduce costs, the Group employs a total of one hundred twenty-eight (128) employees with 
multi-task assignments. 
 
The Company’s general and administrative expense is equivalent to 11.43% of the total revenue.  
 
Rate of Return of Each Stockholder 
The Company has no existing dividend policy. However, the Company intends to declare dividends in 
the future in accordance with the Corporation Code of the Philippines.  
 
The Company declared cash/stock dividends to wit:  

Cash Stock
January 07, 2004 20% January 15, 2004 February 16, 2004
August 17, 2004 20% August 31, 2004 September 24, 2004
June 08, 2005 20% June 23, 2005 July 18, 2005
June 08, 2005 25% August 12, 2005 September 06, 2005
June 8, 2006 20% June 30, 2006 July 26, 2006
June 8, 2006 30% August 15, 2006 September  8, 2006
January 29, 2007 20% February 21, 2007 March 16, 2007
July 25, 2007 20% August 10, 2007 September 05, 2007
February 06, 2008 20% February 22, 2008 March 17, 2008
July 24, 2008 30% August 11, 2008 August 29, 2008
July 22, 2009 20% August 05, 2009 August 31, 2009
February 23, 2010 20% March 15, 2010 April 05, 2010
October 21, 2010 10% November 08, 2010 December 2, 2010
May 17, 2011 10% June 16, 2011 July 13, 2011
May 17, 2011 10% September 20, 2011 October 14, 2011
April 26, 2012 10% May 18, 2012 June 14, 2012
April 26, 2012 10% September 21, 2012 October 17, 2012
July 22, 2013 5% July 25, 2013 August 20, 2013

Dividends per Share
Date of Declaration Record  Date Payment Date

 
6.  Financial Disclosures in view of the current global financial condition: 

 
Assess the financial risks exposures of the Company and its subsidiaries particularly on currency, 
interest credit, and market and liquidity risks. If any change thereof would materially affect the 
financial condition and results of operation of the Company, provide a discussion in the report on 
quantitative impact or such risks and include a description of enhancement in the company’s risk 
management policies to address the same: 
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The Group’s principal financial instruments include cash and cash equivalents, trading and investment 
securities (financial assets at FVPL) and receivables. The main purpose of these financial instruments 
is to fund the Company’s working capital requirements. 
 
Financial Risk Management Objectives and Policies 
Please refer to Note 22. 
 
7.  Operations Review and Business Outlook 
 
A. Oil Exploration 

Foreign Operations 

Gabon, West Africa 

The daily oil production of the three oil fields (Ebouri, Etame and Avouma) as of June 2015 ranged 
from 13,784 – 19,517 barrels. The fluctuations in the daily production were caused by the following: 
a) intermittent shut-in of ET-4H which requires build-up of pressure prior to production; b) diesel and 
gas generator malfunctions; c) temporary shutdown of the Etame Platform due to rig activities; d) 
compressor maintenance work on ET-6H and ET-7H; and e) a short shut-down of the Avouma 
Platform. 
 
While new production well ET-8H has not yet resumed production due to premature souring, the ET-
12H was put on-line on April 12, 2015. The well is now flowing at a stable rate of ~2,500 BOPD from 
the Etame Platform. This brings the overall Etame daily production to ~18,500 bbls. 

The Consortium also managed to lift three (3) cargoes during the 2nd quarter of 2015 with volumes 
ranging from 540,000 – 710,000 bbls. This is under the new Crude Oil Sale Purchase and Services 
Agreement. 
 
The drilling program for the Etame Expansion Program commenced in October 2014, with the first 
sanctioned well, ET-8H, being drilled from the newly-installed Etame Platform in November 2014. 
The second production well, ET-10H, was drilled in January 2015. The third sanctioned well, ET-12H, 
was drilled in March 2015. 
 
After completing operations for the ET-12H in the Etame Platform, the Constellation II rig mobilized 
towards the Southeast Etame/North Tchibala (SEENT) Platform on April 12, 2015 and spudded the 
ETSEM-2H development well on April 20, 2015. The well was drilled to a depth of 3,967m when the 
well experienced a downhole drillpipe failure that resulted in the loss of the bottomhole assembly. 
Three unsuccessful attempts to recover the parted drillpipe prompted operator VAALCO to do a 
cement plug and abandonment procedure of the 12-1/4” hole section. To allow time to assess the cause 
of the failure and to plan for a sidetrack of the ETSEM-2H, VAALCO skidded the rig to the slot 
designated for the ETBNM-1H (North Tchibala) well and proceeded with tophole drilling operations. 
The ETBNM-1H (North Tchibala) well was spudded on May 22, 2015 and reached a depth of 1,010m. 

After conclusion of tophole drilling operations at ETBNM-1H, the Constellation II rig skidded back to 
the ETSEM-2H on June 02, 2015 to conduct sidetrack operations. The remaining hole section of the 
sidetracked well, ETSEM-2H ST1, was drilled to a total depth of 4,271m. The wellbore intersected a 
total of 190m of hydrocarbon-bearing Gamba Sand in the production hole section. The well is 
currently being completed, and will be put on-line in early July 2015. Upon successful completion and 
flow testing, this well will commence first oil production from the SEENT Platform. 
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Philippine Operations 

SC 6A – Octon, Northwest Palawan 
 
On May 29, 2015, incoming Operator The Philodrill Corporation called for a Partner’s Meeting to 
present the updates on the current Geological & Geophysical (G&G) evaluation of the northern 
portion of SC6A block. Philodrill’s current mapping and the mapping done by previous operator 
Pitkin identified the same structures and prospects; however, Philodrill’s work showed a less complex 
structural configuration of the area compared to that of Pitkin. Mapping activities confirmed the 
presence of six (6) prospects.  
 
Prospect maturation is expected to be finished by end of June. This will be followed by resource 
analyses of the mapped prospects, risking and ranking, and scoping economic analysis.  
  
Philodrill also informed the Partners on the administrative status of the Service Contract. The 
performance bond for the current work program has been secured and the new joint venture bank 
account has been opened. Further, the Deed of Assignment of the reversion of Pitkin Petroleum’s 70% 
interest has been submitted and is currently pending at the DOE. 
 
SC 14C2 – West Linapacan, Northwest Palawan 
 
The SC 14C2 original consortium members held a meeting on April 21, 2015 to discuss the way 
forward for the block after the DOE acknowledged the termination of the Farm-in Agreements with 
former operators Pitkin and consequently, RMA. Incoming operator The Philodrill Corporation sent a 
letter to the DOE on March 9, 2015 requesting for: 1) Withdrawal of DOEs approval of the 2008 Deed 
of Assignment of 58.29075% interest to Pitkin, 2) Withdrawal of DOE’s approval of the 2011 Deed of 
Assignment of the 29.145375% earned interest of Pitkin to RMA, 3) Reversion of the participating 
interest of the service contractors of SC 14C2 to its participating interest structure prior to the 
Assignments, and 4) Reappointment of Philodrill as Operator of SC 14C2. The DOE has yet to issue 
this letter and is expected to do so by early May 2015.  
 
On May 6, the remaining Consortium members drafted a joint resolution acknowledging the DOE 
approval of the termination of the Farm-in Agreement between the SC 14C2 Farmors and Pitkin 
Petroleum and the subsequent redistribution of the participating interest of the service contractors of 
SC 14C2 to its participating interest structure prior to the Assignments. To date, this draft resolution is 
still being circulated. 
 
On May 20, Philodrill (in place of RMA) presented to the remaining Consortium members its 
proposed 2015 Work Program and Budget for the block – consisting of technical and commercial 
audit of RMA’s completed works throughout its Operatorship, totaling US$ 59,950 over five (5) 
months. 
 
Following Philodrill’s re-assumption of Operatorship of the West Linapacan block, they made a 
formal request to former operator RMA on June 01 to cooperate with Philodrill in the hand-over of all 
technical, legal and financial documents in RMA’s possession during its operatorship.  
 
On June 19, Philodrill formally requested the DOE to validate their assumption of the Operatorship 
and also to approve the proposed 2015 Work Program & Budget to resume activities in the West 
Linapacan block. 
 
After the DOE formally confirms the exit of Pitkin and RMA and the reallocation of participating 
interests to the original consortium members, PERC’s participating interest in SC 14C2 will be back to 
4.137%. 
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SC 51 - East Visayas 
 
On April 10, 2015, the SC 51 consortium met with DOE to discuss the status of the commitment well, 
Duhat-2. DOE Legal Services recognized Duhat-2 well as non-compliant due to its failure to reach the 
objective drilling depth. Thus, incumbent operator Otto Energy is still liable for the drilling of one (1) 
well which will satisfy the work commitment on Subphase 5. The Filipino JV partners emphasized 
that Otto Energy’s withdrawal should only proceed upon fulfillment of the drilling obligation.  
 
Meanwhile, the DOE considered the proposal of the consortium to extend the exploration period for 
19 months. The extension was based on the previous periods of moratorium issued on SC 51. The 19-
month extension will give the consortium members enough time to re-evaluate the block.  
 
The SC 51 consortium members held a meeting on April 29, 2015 to discuss the way forward. PERC 
suggested that Otto consider studying other prospects such as Calubian structure which has a possible 
shallow target.  
 
Otto is not inclined to stay in the consortium but acknowledged its unfulfilled obligations to the 
partners. The Filipino JV partners expressed their willingness to operate and manage the drilling, 
provided Otto solely funds the drilling operation. Both DOE and the Filipino JV partners are not 
willing to accept the US$750,000 penalty in lieu of a well. 
 
SC 75 – Offshore Northwest Palawan 
 
Toby Read (consulting geophysicist) presented to all partners on May 22, 2015 the results of his 
interpretation work for SC 75. Mapping activities have confirmed the three (3) leads seen in the PECR 
4 Area 4 bid, with total oil-in-place resources of 6,375 MMBO and gas-in-place resources of 10.3 
BCF.  
 
To further enhance the prospectivity of the block, Toby Read recommended that the consortium 
conduct a 3D seismic survey over the central portion of the block where the three (3) leads have been 
mapped, in addition to conducting a seabed geochemical survey to determine oil migration pathways 
in the block. These activities may strengthen the block’s potential for potential farminees in Subphase 
2 onwards. 
 
Operator Philex Petroleum sent out copies of the final interpretation report conducted by Toby Read to 
partners PNOC-EC and PERC on June 24, 2015. The consortium will then decide on the activities to 
be carried out for Subphase 2, which will commence on December 27, 2015. Since this block is now 
in contested area of the West Philippine Sea, the consortium has asked the DOE if a moratorium on 
work program (and service contract commitment) will be issued soon. To date, the DOE has yet to 
issue a formal announcement on the status of SC 75 and the nearby SC 72 (Recto Bank). 
 
Summary of Petroleum Properties: 

Contract No. Contract 
Expiry 

Participating 
Interest % Location 

Production Sharing Contract (PSC) 93 – 
Gabon 

2021 2.525% Gabon Offshore 

Service Contracts (SC) - Philippines    
SC 6A – Octon-Malajon Block 2024 5.001% Northwest Palawan 
SC 14C2 – West Linapacan 2025 4.137% Northwest Palawan 
SC 47 – Offshore Mindoro 2015 2.000% Offshore Mindoro
SC 51 – East Visayas 2015 4.012% East Visayan Sea 
SC 75 – Offshore Northwest Palawan 2020 15.000% Northwest Palawan 
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The Company derives its revenues from its Gabon Operations.  All contractual obligations with the 
Gabonese Government are complied with.  The Philippine contracts are in exploration stage and some 
contracts are being farmed out to reduce risk inherent to the business. 
 
B. RENEWABLE ENERGY PROJECTS 
 
Maibarara Geothermal Power Project  
 
The 20 MW Maibarara Geothermal Power Plant is on normal operation. The total net output exported 
to the grid to date since start of commercial operations in February 8, 2014 is at 207,224 MWh. This 
was sold to MGI’s Aggregator, Trans-Asia Oil and Energy Development Corporation at a price of 
PhP5/kWh as agreed in the Energy Sales Agreement. 
 
As part of the preparations for the 10-MW expansion of the Maibarara facility, well MB-15RD was 
successfully discharged through nitrogen gas lifting last May 7, 2015. After three weeks of continuous 
testing, the well was able to sustain an output of 6 MW. The well is still showing signs of 
improvement and increasing flows; however, due to thin reinjection capacity of the field, the well was 
put on bleed and highly throttled condition starting May 30, 2015. 

With the minimum 6 MW output of MB-15RD and the 7 MW excess from the two production wells 
supplying Maibarara Geothermal Power Plant, there is now a guaranteed 13 MW at the wellhead 
which can be used for the expansion.  

 
Nabas Wind Power Project  
 
On April 17, 2015, the Department of Energy (DOE) issued its “Nomination for FIT Eligibility” of 
Nabas-1. This followed after DOE’s validation of Nabas-1’s 80% electro-mechanical completion last 
April 14-15, 2015. PWEI continues to monitor development on the Feed-in-Tariff (FiT) issuance 
including increase in FiT allocation and applicable rate. 

The DOE also released on April 30, 2015, its Certificate of Endorsement of Nabas-1 which is one of 
the requirements for the ERC to process PWEI’s Certificate of Compliance (COC) for the power 
facility and for FiT eligibility.  

On June 16, 2015, the Department of Energy (DOE) released the Certificate of Endorsement (COE) 
for FiT Eligibility endorsing the official start of commercial operation to be June 10, 2015. 

The Energy Regulatory Commission (ERC) has also completed the site visit for DOE’s COE-FiT 
validation last June 24-25, 2015. ERC’s draft endorsement for final COC-FiT is currently being 
finalized. 

PWEI has also strengthened its environmental monitoring through a site inspection by the Multi-
partite Monitoring Team (MMT) on June 26, 2015, and the engagement of Ground Specialist Inc. 
(GSI) for the installation of slope protection materials. 

As of June 30, 2015, the total energy exported to the grid is 6,786.26 MWh. 

Tarlac Solar Power Project  
 
On March 27, 2015, the Energy Regulatory Commission (ERC) approved a resolution adopting a FIT 
rate of Php 8.69/kWh for the remaining 450 MW allocation for solar energy projects by March 2016, 
with the initial 50 MW allocation of Php 9.68/kWh already secured. To be able to qualify for the FIT 
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allocation, PGEC intends to complete the 50 MW solar facility by mid-January 2016, in time for 
inclusion in the 500-MW solar FIT allocation by the DOE, which is good until March 2016. 

On May 4, 2015, Syntegra Solar, PGEC’s Owner’s Engineer, commenced solicitation of tenders for 
the Engineering, Procurement and Construction (EPC) of the 50 MW Tarlac Solar Power Project. By 
the deadline of May 24, five (5) bids from various foreign and local solar EPC firms have submitted 
their proposals. Among five bids, PGEC and Syntegra eventually chose the superior bid of Conergy 
for the EPC contract. Conergy, through their Onshore Contractor, Phesco, will commit to commence 
the solar farm construction activities by August, with expected completion of the 50-MW solar farm 
by January 11, 2016.  

On May 14, PGEC submitted its application for the Certificate of Non-Overlap (CNO) to the National 
Commission on Indigenous Peoples – Region III (NCIP). The issuance of the CNO will state that no 
ancestral domains or indigenous peoples exist within the project site.  

On May 22, environmental consultants Seastems Inc. submitted PGEC’s Initial Environmental 
Examination Report (IEER) to DENR Region III for its application for the Environmental Compliance 
Certificate (ECC). The issuance of the ECC is an essential permit needed for ground works to 
commence on the solar park site. In relation to the Environmental Compliance Certificate (ECC) 
application, foresters from the Tarlac City Environment and Natural Resources Office (CENRO) 
conducted a Tree Inventory on the solar farm site on June 10, 2015. On June 18, 2015, the CENRO 
endorsed the results of the inventory to DENR Region III for the issuance of the Tree Cutting Permit – 
an essential document needed for the commencement of site preparation works on-site. Upon issuance 
of the Tree Cutting Permit, DENR Region III will finalize the terms of the ECC and will issue such 
permit by August 2015. 

PGEC awarded the Civil and Structural Works for the Tarlac site to Media Construction and 
Development Corporation on June 19, 2015. Civil and Structural Works will be done in sectors in 
conjunction with Phesco’s solar farm construction works in August, while the whole site will be 
completed by November 2015.  

PGEC and solar farm property owners Luisita Industrial Park Corporation (LIPCO) executed a Lease 
Agreement for the 55-hectare solar farm development on June 18, 2015. Further, PGEC held a 
meeting with the Philippine Economic Zone Authority (PEZA) on June 19, 2015 to discuss a possible 
application as a PEZA locator. As the LIPCO site is an industrial zone, such designation as a locator 
enables PGEC to waive LGU endorsements and expedites the issuance of the ECC. PGEC submitted 
its registration documents to PEZA on June 26. To date, PEZA is evaluating PGEC’s certification as a 
PEZA Locator project. 

EAGLEngineering commenced the Grid Impact Study (GIS) and Facilities Study (FS) for the Tarlac 
Solar project on June 5, 2015. The report will be completed by end-July 2015, and will be submitted to 
the National Grid Corporation of the Philippines (NGCP).  

Philcantech Enterprises (an electrical firm based in Tarlac City) will undertake the supply, delivery 
and installation of the 4-kilometer 69-kV transmission line linking the Tarlac solar farm to the NGCP 
grid. 

On June 18, PGEC management, with the approval of the board of directors, decided to reallocate the 
PhP 174.67 MM Stock Rights Offer (SRO) proceeds from Nabas Phase 2 to the immediate 
development of the Tarlac Solar Power Project, as the 14 MW expansion of Nabas still awaits the 
passing of the natural park bill.  
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Plan of Operations for the next 12 months 
 
Gabon, West Africa 
Drilling of new production wells from the new platforms will continue until November 2015, while 
work-over operations on at least two (2) Avouma wells will follow.  
 
SC 6A – Octon 
New Operator Philodrill, along with the rest of the SC 6A consortium, will continue with their 
Geological and Geophysical (G&G) activities started by Pitkin, while doing further studies to open up 
new opportunities in the block. 
 
SC 14C2 – West Linapacan 
Upon DOE’s formal approval of the termination of the two prior Farm-in Agreements and the 
reversion of the participating interests of the original consortium members, the consortium will 
proceed with the technical and financial audit of the completed works done by Pitkin and RMA on the 
West Linapacan block. 
 
SC 51 – East Visayan Basin 
The SC 51 consortium is still waiting for the DOE’s response on the deferment of election into Sub-
Phase 6. Under the current schedule, Sub-Phase 6 will commence on 01 August 2014, with work 
commitment of the drilling of one (1) exploratory well. 
 
SC 75 – Offshore Northwest Palawan 
The SC 75 consortium will wait DOE’s formal announcement on the status of SC 75 and the nearby 
SC 72 (Recto Bank). In parallel, the consortium members will further evaluate and draft the Work 
Program for Subphase 2 of SC 75, which commences on December 27, 2015. 
 
Maibarara Geothermal Power Project 
The power plant will be continuously operated and the net electricity generated will be sold to MGI’s 
Aggregator, Trans-Asia Oil and Energy Development Corporation. 
 
Nabas Wind Power Project 
The 18 WTGs that comprise Nabas Phase 1 (36 MW) will continue operating and exporting power to 
the grid. 
 
Tarlac Solar Power Project 
PGEC will commence the construction of the solar farm through its contractors and intends to 
complete the 50 MW solar facility by mid-January 2016, in time for inclusion in the 500-MW solar 
FIT allocation by the DOE, which is good until March 2016. 
 
 
Part II - OTHER INFORMATION 
The Company has no other information that needs to be disclosed other than disclosures made under 
SEC Form 17-C (if any). 
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PETROENERGY RESOURCES CORPORATION AND SUBSIDIARIES 
SUPPLEMENTARY INFORMATION AND DISCLOSURES REQUIRED ON 
SRC RULE 68 AS AMENDED  
JUNE 30, 2015 
 
Philippine Securities and Exchange Commission (SEC) issued the amended Securities Regulation 
Code Rule SRC Rule 68 which consolidates the two separate rules and labeled in the amendment as 
“Part I” and “Part II”, respectively.  It also prescribed the additional information and schedule 
requirements for issuers of securities to the public. 
 
Below are the additional information and schedules required by SRC Rule 68, as Amended (2011) that 
are relevant to the Company.  This information is presented for purposes of filing with the SEC and is 
not required part of the basic financial statements. 
 
Schedule A. Financial Assets 
The Group is not required to disclose the financial assets in equity securities as the total financial 
assets at fair value through profit and loss securities amounting to $0.163 million do not constitute 5% 
or more of the total current assets of the group as at June 30, 2015. 
 
Schedule B. Amounts Receivable from Directors, Officers, Employees, Related Parties 
and Principal Stockholders (Other than Related Parties) 
As of June 30, 2015 there is a receivable from a related party (affiliate) amounting to $899,579 (Please 
see Note 21). Aside from the discussed, there are no amounts receivable from directors, officers, 
employees, related parties and principal stockholders that aggregates each to more than ₱100,000 or 
1% of total assets which-ever is less. 
 
Schedule C. Amounts Receivable from/Payable to Related Parties which are eliminated during the 
Consolidation of Financial Statements 
 
The following is the schedule of receivables from related parties, which are eliminated in the 
consolidated financial statements as at June 30, 2015: 
 

Name and Designation of debtor 

Balance at 
beginning of 

period Additions 
Amounts 
collected

Amounts 
written off Not Current 

Balance at 
end of period 

PetroGreen Energy Corporation $– $14,173 $14,173 $– $– $– 
Maibarara Geothermal, Inc. – 818,960 42,185 – – 776,775 
NRDC* (50,754) – – – – (50,338)

  ($50,754) $833,133 $56,358 $– $– $726,437 
*Difference is due to foreign exchange differences. 
 
For the transactions with other related parties outside the Group, please refer to Note 21. 
 
Schedule D. Intangible Asset 
The Group has an insignificant amount of intangible assets as of June 30, 2015 amounting to 
$844,150. Bulk of the intangible asset pertains to the reclassification of intangible steam field 
development cost from construction -in- progress account to intangible asset account. 
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Schedule E. Long-term Debt 
Below is the schedule of long-term debt of the Group as of June 30, 2015: 
 

Title of Issue and type of obligation 
Amount authorized

by indenture

Amount shown 
under caption “Current 

portion of long-term 
debt” in the Statement 

of Financial Position

Noncurrent portion 
shown under caption 

 “Loans payable” in the 
 Statement of  

Financial Position
Maibarara 
Loans payable $49,868,517 $4,245,477 $45,623,040 
Less Unamortized deferred financing 
cost (895,972) – (895,972) 

$48,972,545 $4,245,477 $48,972,545 
 
Please refer to the Consolidated Audited Financial Statement, Note 17 for further details of the loans. 
 
Schedule F. Indebtedness to Related Parties (Long Term Loans from Related Companies) 
The Group has no outstanding long-term indebtedness to related parties as of June 30, 2015. 
 
Schedule G. Guarantees of Securities of Other Issuers 
The Group does not have guarantees of securities of other issuers as of June 30, 2015. 
 
Schedule H. Capital Stock 
  

Title of issue 

Number of 
shares 

authorized 

Number of
shares issued

and
outstanding

as shown
under related
balance sheet

caption 

Number of
Shares

reserved for
options,

warrants,
conversion

and other
rights 

Number of 
shares held 
by related

parties 

Directors, 
Officers and 

Employees Others 
Common Shares 700,000,000 410,736,330 − 92,029,566 3,128,838 315,577,926 
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PETROENERGY RESOURCES CORPORATION AND SUBSIDIARIES 
SCHEDULE OF FINANCIAL SOUNDNESS INDICATORS 
AS OF JUNE 30, 2015 
 
Financial Soundness Indicators 
Below are the financial ratios that are relevant to the Group as of June 30, 2015, June 30, 2014 and year ended 
December 31, 2014: 
   

Unaudited Audited 
Financial ratios   30-Jun-15 30-Jun-14 31-Dec-14 
              
Current ratio  Total current assets 

1.43:1 4.527:1 0.45:1 
  Total current liabilities 
          

  After tax net profit + depletion        

Solvency ratio and depreciation 
0.05:1 0.103:1 0.41:1 

  Long-term + short-term 
liabilities 

          
Debt-to-Equity Ratio  

Total Liabilities 
      

  
0.99:1 1.163:1 1.42:1 

  Total Stockholder's equity 
          
Asset-to-Equity Ratio  

Total Assets 
      

  
1.99:1 2.163:1 2.42:1 

  Total Stockholder's equity 
          
Interest rate coverage 
ratios 

Earnings before interest and 
taxes (EBIT) 2.3:1 3.417:1 4.47:1 

  Interest expense 
          

Earnings per share Net income Attributed to Parent 
Company  $0.0063  $0.019  $0.031  

   Weighted average no. 
of shares         

              
Price Earnings Ratio Closing price 

15.08  8.547  4.47  
   Earnings per share 
              
Return on revenue Net income 

22.14% 36.28% 20.63% 
   Total revenue 
              
Long term debt-to-
equity ratio Long term debt 

0.76:1 1.093:1 1.05:1 
   Equity 
              
EBITDA to total 
interest paid EBITDA* 

2.59 6.522 4.07 
   Total interest paid 

 
*Earnings before interest, taxes, depreciation and amortization (EBITDA) 
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PETROENERGY RESOURCES CORPORATION 
RECONCILIATION OF RETAINED EARNINGS AVAILABLE FOR 
DIVIDEND DECLARATION 
JUNE 30, 2015 
 
 

Unappropriated Retained Earnings, Beginning   $13,620,811 
Prior year adjustments:   
 Unrealized foreign exchange gain - net  (107,750)
 Unrealized actuarial gains  (5,779)
 Unrealized MTM gain on FVPL  (74,107)
 Movement in deferred tax assets  (402,799)
Unappropriated Retained Earnings,  
as adjusted January 1, 2015  13,030,376
Net income based on the face of audited financial statements  1,558,429 
Less: Non-actual/unrealized income net of tax  − 
  Equity in net income of an associate/JV  −
  Unrealized foreign exchange gain - net   17,665 
  Unrealized actuarial gain  − 
  Fair value adjustment (marked-to-market gains)  1,343 
 Fair value adjustment of investment properties   

resulting to gain  − 
  Adjustment due to deviation from PFRS/GAAP - gain  − 
  Other unrealized gains or adjustments to the 

  retained earnings as a result of certain  
transactions accounted for under PFRS  − 

Add: Non-actual/unrealized losses net of tax  − 
Depreciation on revaluation increment  − 

  Adjustment due to deviation from PFRS/GAAP - loss  − 
  Loss on fair value adjustment of investment properties  − 
  Movement in deferred tax assets  − 
Net income actual/realized  1,539,421 
Less: Dividend declarations during the year  − 
  Appropriations during the year  − 
Total Parent Company Unappropriated Retained Earnings

Available For Dividend Distribution, June 30, 2015  $14,569,797 
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PETROENERGY RESOURCES CORPORATION 
REPORT ON SRO PROCEEDS 
JUNE 30, 2015 
 
On December 05, 2014, the BOD approved a 2:1 Stock Rights Offering (SRO). The SRO was 
undertaken during the period May 11 to 15, 2015. The proceeds of the SRO amounted to Php 599.675 
million or US$13.3 million.  
 
As disclosed in the Prospectus the Company expects to raise gross proceeds of approximately 
PhP599.675 million or US$13.3 million and after deducting listing, registration fees related to the 
offer of PhP592.459 million or US$ 13.139 million.  
 
The proceeds from the SRO will be used to partially fund the expansion, construction and 
developmeny of PERC’s renewable enery projects: the 10 MW Phase 2 of the MGPP (Maibarara 2) 
and the 14 MW Phase 2 of the NWPP (Nabas 2) as well as the expansion of the Etame Project in 
Gabon, West Africa. 
 
The table below shows the gross and net proceeds; each expenditure item where the proceeds were 
used. 
 
 

Proceeds from the Stock Rights Offering
Gross Proceeds PhP599,675,043
Less: Listing and Registration Fees 3,046,041                     
Estimated Net Proceeds PhP596,629,002

Less: Expenditures
A. Etame Expansion - Drilling of Wells

Development Well ETSEM 2H 35,881,260                   

Remaining proceeds as of June 30, 2015 PhP560,747,742
Closing rate as of June 30, 2015 45.09
Remaining proceeds as of June 30, 2015 in USD 12,436,189$              
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PETROENERGY RESOURCES CORPORATION AND SUBSIDIARIES 
MAP OF RELATIONSHIPS OF THE COMPANIES WITHIN THE GROUP 
 
Group Structure 
Below is a map showing the relationship between and among the Group and its subsidiaries as of 
June 30, 2015: 
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