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PRAJ FAR EAST PHILIPPINES LIMITED INC.
STATEMENTS OF FINANCIAL POSITION
March 31
2020

2019

ASSETS
Current Assets
Cash and bank balance (Note 5)
Trade and other receivables (Note 6)
Other current assets (Note 7)

Noncurrent Asset
Loans receivable (Note 8)
TOTAL ASSETS

P
=19,529,006
21,951,525
17,173,154
58,653,685

=42,204,098
P
20,518,785
20,916,115
83,638,998

11,555,500

–

P
=70,209,185

=83,638,998
P

P
=52,365,244
1,316,723
53,681,967

=29,085,913
P
4,396,285
33,482,198

8,313,281
8,213,937
16,527,218

8,313,281
41,843,519
50,156,800

P
=70,209,185

=83,638,998
P

LIABILITY AND EQUITY
Current Liabilities
Trade and other payables (Note 9)
Income tax payable (Note 14)

Equity
Capital stock - P
=1 per share
Authorized - 8,315,000 shares
Issued and outstanding - 8,313,281 shares
Retained earnings
Total Equity
TOTAL LIABILITY AND EQUITY
See accompanying Notes to Financial Statements.

PRAJ FAR EAST PHILIPPINES LIMITED INC.
STATEMENTS OF COMPREHENSIVE INCOME

Year ended March 31
2020
2019
REVENUES FROM CONSTRUCTION
CONTRACTS (Note 10)
COST OF CONSTRUCTION CONTRACTS (Note 11)
GROSS PROFIT
OPERATING EXPENSES (Note 10)
OTHER INCOME (EXPENSES)
Other income (Note 13)
Foreign exchange losses

P
=24,023,285

=148,593,809
P

19,570,695

132,169,082

4,452,590

16,424,727

797,145

2,051,468

733,630
(1,934)
731,696

–
(773,221)
(773,221)

INCOME BEFORE INCOME TAX

4,387,141

13,600,038

PROVISION FOR INCOME TAX (Note 14)

1,316,723

4,396,285

NET INCOME

3,070,418

9,203,753

OTHER COMPREHENSIVE INCOME

–

–

TOTAL COMPREHENSIVE INCOME

P
=3,070,418

=9,203,753
P

See accompanying Notes to Financial Statements.

PRAJ FAR EAST PHILIPPINES LIMITED INC.
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED March 31, 2020 and 2019

Capital stock
Balances at March 31, 2018

=8,313,281
P

Retained earnings
(Note 15)
=32,639,766
P

Total
=40,953,047
P

–

9,203,753

9,203,753

8,313,281

41,843,519

50,156,800

Total comprehensive income for the year

–

3,070,418

3,070,418

Declaration of dividends

–

(36,700,000)

(36,700,000)

=8,213,937
P

=16,527,218
P

Total comprehensive income for the year
Balances at March 31, 2019

Balances at March 31, 2020
See accompanying Notes to Financial Statements.

=8,313,281
P

PRAJ FAR EAST PHILIPPINES LIMITED INC.
STATEMENTS OF CASH FLOWS

Years Ended March 31
2020
2019

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustment for foreign exchange losses (gains) - net
Operating income before working capital changes
Decrease (increase) in:
Trade and other receivables
Other current assets
Increase (decrease) in trade and other payables
Net cash flows from (used in) operations
Income taxes paid
Net cash from (used in) operating activities

P
=4,387,141
(417,764)
3,969,377

=13,600,038
P
773,221
14,373,259

(1,432,740)
3,742,961
(13,420,669)
(7,141,071)
(4,396,285)
(11,537,356)

10,552,605
13,908,467
(31,798,706)
7,035,625
(2,669,453)
4,366,172

CASH FLOWS FROM AN INVESTING ACTIVITY
Increase in loans receivables

(11,555,500)

–

NET INCREASE (DECREASE) IN CASH

(23,092,856)

4,366,172

EFFECT OF FOREIGN EXCHANGE LOSSES
CASH AT BEGINNING OF PERIOD
CASH AT END OF PERIOD
See accompanying Notes to Financial Statements.

417,764

(773,221)

42,204,098

38,611,147

P
=19,529,006

=42,204,098
P

PRAJ FAR EAST PHILIPPINES LIMITED INC.
NOTES TO FINANCIAL STATEMENTS
1. Corporate Information
Praj Far East Philippines Limited Inc. (the Company) was organized under the laws of the
Republic of the Philippines and was authorized by the Securities and Exchange Commission
(SEC) on August 17, 2012. It is primarily to engage in general construction, layout and other
allied businesses including constructing, enlarging, repairing, removing, developing or otherwise
engaging in any work upon buildings, plants, process equipments, roads, highways, bridges,
airfields, piers, docks, mines, shafts, waterworks, railroads, railway structures, all iron, wood,
masonry and earth construction, except for the construction and repair of locally-funded public
works, and defense related structures, and to make, execute, bid for and take or receive any
contracts or assignments of contract therefor, or in relation thereto, or connected therewith; and
doing of any and all other business and contracting incidental thereto or connected therewith, and
the doing and performing of any and all acts and things necessary, proper or convenient for and
incidental to the furtherance and/or implementation of the purposes mentioned.
The Company’s place of business is located at 17th Floor, Liberty Center, 104 H.V. Dela Costa
Street, Salcedo Village, Makati City.
The financial statements of the Company as of and for the fiscal year ended March 31, 2020 and
2019 were authorized for issue by the Board of Directors (BOD) on May 2, 2020.
2. Basis of Preparation and Statement of Compliance
Basis of Preparation
The accompanying financial statements have been prepared under the historical cost basis and are
presented in Philippine peso, which is the Company’s functional and presentation currency.
Statement of Compliance
The financial statements have been prepared in accordance with Philippine Financial Reporting
Standard for Small Entities (PFRS for SE), as approved by the Philippine Financial Reporting
Standards Council, Board of Accountancy and SEC.
The financial statements as at and for the year ended March 31, 2020 is the Company’s first
financial statements prepared in accordance with PFRS for SE.
Adoption of PFRS for Small Entities
In March 2018, the Philippine Securities and Exchange Commission resolved to adopt PFRS for
Small Entities (the Framework) as part of its rules and regulations on financial reporting. This
Framework was developed in response to feedback of small entities that PFRS for SMEs is too
complex to apply.
By reducing choices for accounting treatment, eliminating topics that are generally not relevant to
small entities, simplifying methods for recognition and measurement, and reducing disclosure
requirements, the Framework allows small entities to comply with the financial reporting
requirements without undue cost or burden. Some of the key simplifications introduced by the
Framework are as follows:
▪

For defined benefit plans, an entity is required to use the accrual approach in calculating
benefit obligations in accordance with Republic Act (RA) 7641, The Philippine Retirement
Pay Law, or company policy (if superior than RA 7641). Accrual approach is applied by
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▪
▪
▪
▪

calculating the expected liability as of reporting date using the current salary of the entitled
employees and the employees’ years of service, without consideration of future changes in
salary rates and service periods;
Investment properties can be carried either at cost or at fair value, depending on the policy
choice made by the entity;
There is no concept of “finance lease” under the Framework. All lease receipts (payments)
are recognized as income (expense) as earned (incurred);
Inventories are to be subsequently valued at the lower of cost and market value (i.e., the
probable selling price to willing buyers as of reporting date); and
Entities are given a policy choice of not recognizing deferred taxes in the financial statements.

Previously, the Company prepared its financial statements in accordance with PFRS for Small and
Medium-sized Entities (PFRS for SMEs). The Company’s date of transition to PFRS for Small
Entities is April 1, 2019. The transition from PFRS for SME to PFRS for SE has no significant
impact and no adjustments were made.

3. Summary of Significant Accounting Policies
Cash
Cash pertains to cash on hand and with banks.
Revenue Recognition
Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the Company and the amount of revenue can be measured reliably. The
following specific recognition criteria must also be met before revenue is recognized:
Revenue from Construction Contracts
Revenue from construction contracts is recognized using the percentage of completion method,
measured principally on the basis of actual costs incurred to date to the total estimated costs for
each contract. As of reporting date, any additional income and cost that should be recognized on
account of unbilled additional percentage of completion on the contracts in progress is taken up in
the books. Where appropriate, the cumulative effects of revisions of estimated total contract costs
and revenues are recognized in the year in which the facts requiring the revisions become known.
When a loss is anticipated on a contract, the full amount thereof is charged to current operations.
Trade and other receivables
Trade and other receivables are recognized and measured at amortized cost using the effective
interest rate (EIR) method. At each end of the financial reporting period, the carrying amounts of
receivables are reviewed to determine whether there is any objective evidence that the amounts are
not recoverable.
If there is objective evidence that an impairment loss on receivables 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).
The carrying amount of the asset is reduced either directly or through the use of an allowance
account. The amount of the impairment loss is recognized in the statement of comprehensive
income.
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Other Current Assets
Other current assets pertain to creditable withholding taxes, input value-added tax and advances to
suppliers that will be utilized within 12 months after the reporting date.
Creditable Withholding Tax (CWT)
CWTs are amounts withheld from income subject to expanded withholding taxes (EWTs). CWTs
can be utilized as payment for income taxes provided that these are properly supported by
certificates of creditable tax withheld at source subject to the rules on Philippine income taxation.
CWTs, which are expected to be utilized as payment for income taxes within twelve (12) months,
are classified as current asset.
Value-added Tax (VAT)
Revenues, expenses, and assets are recognized net of the amount of VAT, if applicable.
When VAT from sale of goods and/or services (output VAT) exceeds VAT passed on from
purchases of goods or services (input VAT), the excess is recognized as payable in the statement
of financial position. When VAT passed on from purchases of goods or services (input VAT)
exceeds from sales of goods and/or services (output VAT), the excess is recognized as an asset in
the statement of financial position to the extent of the recoverable amount.
Trade and Other Payables
Trade and other payables are obligations on the basis of normal credit terms and do not bear
interest.
Capital Stock
Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the
consideration received, net of direct costs of issuing the equity instruments. If the payment is
deferred and time value of money is material, the initial measurement is on a present value basis.
Dividend Declarations
Dividends are recognized as a liability and deducted from equity when declared and approved by
the BOD of the Company. Dividends for the year that are declared and approved after the balance
sheet date are dealt with as an event after the balance sheet date.
Cost and Expenses
Cost and expenses are decreases in economic benefits during the accounting period in the form of
outflows or depletions of assets or incurrence of liabilities that result in decreases in equity, other
than those relating to distributions to equity participants. Cost and expenses are generally
recognized when the services are used or the expenses arise while interest expenses are accrued in
the appropriate period.
Cost of Construction Contracts
Contract costs include all direct materials and labor costs, and those indirect costs related to
contract performance. Estimated liability on construction contracts are recognized immediately
when it is probable that the total contract costs will exceed the total contract revenues. The amount
of such loss is determined irrespective of whether or not work has commenced on the contract, the
stage of completion of contract work, or the amount of profits expected to rise on other contracts
that are not treated as a single construction contract. Changes in contract performance and contract
conditions and estimated profitability, including those arising from contract penalty provisions and
final contract settlements which may result in revisions to estimated costs and gross margins are
recognized in the year in which the changes are determined.
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Operating Expenses
Operating expenses consist of costs incurred in the day-to-day operations of the Company. These
are generally recognized when the services are incurred or the expenses arise.
Income Taxes
Current Income Taxes
Current income tax liabilities for the current and prior year periods are measured at the amount
expected to be paid to the taxation authority at the basis of tax rates and laws that have been
enacted or substantively enacted as at the reporting date.
Deferred Taxes
Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in
the financial statements and their corresponding tax bases (known as temporary differences).
Deferred tax liabilities are recognized for all temporary differences that are expected to increase
taxable profit in the future. Deferred tax assets are recognized for all temporary differences that
are expected to reduce taxable profit in the future. Deferred tax assets are measured at the highest
amount that, on the basis of current or estimated future taxable profit, is more likely than not to be
recovered.
The net carrying amount of deferred tax assets is reviewed at each reporting date and is adjusted to
reflect the current assessment of future taxable profits. Any adjustment is recognized in the
statement of comprehensive income.
Deferred tax is calculated at the tax rates that are expected to apply to the taxable profit (loss) of
the periods in which it expects the deferred tax asset to be realized or the deferred tax liability to
be settled, on the basis of tax rates that have been enacted or substantively enacted by the end of
the reporting period. A valuation allowance is provided, on the basis of past years and future
expectations, when it is not probable that taxable profits will be available against which the future
tax deductions can be utilized.
Uncertain Income Tax Positions
Uncertainty about whether the taxation authority will accept the amounts reported to them by the
Company affects the amounts of current and deferred tax assets and liabilities. The Company
measures current and deferred tax assets and liabilities using the probability-weighted average
amount of all the possible outcomes, assuming that the taxation authority will review the amounts
reported and have full knowledge of all relevant information. Changes in the probability-weighted
average amount of all possible outcomes shall be based on new information and not a new
interpretation by the Company on information previously available.
Related Parties
Parties are considered to be related if one party has the ability to control, directly or indirectly, the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or
common significant influence. Related parties may be individuals or corporate entities.
Contingencies
Contingent liabilities are not recognized in the Company’s financial statements. These are
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognized in the financial statements but disclosed in the notes to the
financial statements when an inflow of economic benefits is probable.
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Provisions are recognized when the Company 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. Where the Company expects some or all of a provision to be reimbursed, for example
under an insurance contract, the reimbursement is recognized as a separate asset but only when the
reimbursement is virtually certain. The expense relating to any provision is presented in the
statements of revenues and expenses, net of any reimbursement. If the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects, 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 a finance cost
Events After the Reporting Date
Post year-end events that provide additional information about the Company’s financial position at
the reporting period (adjusting events) are reflected in the financial statements. Post year-end
events that are not adjusting events are disclosed in the notes to the financial statements when
material.

4. Significant Accounting Judgments and Estimates
The preparation of the Company’s financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts in the financial statements and the
accompanying notes. The judgments and estimates used in the accompanying financial statements
are based upon management’s evaluation of relevant facts and circumstances as of the date of the
financial statements. Actual results could differ from such estimates.
Judgments
In the process of applying the Company’s accounting policies, management has made the
following judgments, apart from those involving estimations, which have the most significant
effect on the amounts recognized in the financial statements:
Determination of functional currency
Based on the economic substance of underlying circumstances relevant to the Company, the
functional currency of the Company has been determined to be the Philippine peso. The Philippine
peso is the currency of the primary economic environment in which the Company operates and it
is the currency that mainly influences the sale of services and the cost of providing the services.
Adoption of PFRS for SE financial framework
The Philippines Securities and Exchange Commission resolved to adapt PFRS for SE, as part of its
rules and regulations on financial reporting. This Framework was developed in response to
feedback for small entities that that PFRS for SMEs is too complex to apply. By reducing choices
for accounting treatment, eliminating topics that are generally not relevant to small entities,
simplifying methods for recognition and measurement, and reducing disclosure requirements, the
Framework allows small entities to comply with the financial reporting requirements without
undue cost or burden. An entity is mandated to use the PFRS for SE if it meets all of the
following criteria:
(a) Total assets of between P
=3 million to P
=100 million or total liabilities of =
P3 million to =
P100
million;
(b) Are not required to file the financial statements under Part II of the revised Securities
Regulation Code no. 68;
(c) Are not in the process of filing the financial statements for the purpose of issuing any class of
instruments in public market; and
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(d) Are not holder of secondary license issued by regulatory agencies.
The Company have met all of the criteria mentioned above and will adopt PFRS for SEs
Estimates
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.
Asset impairment
Internal and external sources of information are reviewed at each reporting date to identify
indications that property and equipment and other assets may be impaired or an impairment loss
previously recognized no longer exists or may be decreased. If any such indication exists, the
recoverable amount of the asset is estimated. An impairment loss is recognized whenever the
carrying amount of an asset exceeds its estimated recoverable amount.
The Company assesses the impairment of assets whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. The factors that the
Company considers important which could trigger an impairment review include the following:
•
•

significant underperformance relative to expected historical or projected future operating
results; and
significant negative industry or economic trends.

In 2020 and 2019, the Company has no provision for impairment losses on its nonfinancial assets.

5. Cash and Bank Balance
The Company’s cash and bank balance consists of:

Cash in bank
Cash on hand

2020
P
=19,453,720
75,286
P
=19,529,006

2019
=42,110,456
P
93,642
=42,204,098
P

Cash in bank represents current deposits maintained by the Company with a commercial bank.

6. Trade and Other Receivables

Trade receivables
Other

2020
P
=21,730,267
221,258
P
=21,951,525

2019
=20,514,785
P
4,000
=20,518,785
P

Trade and other receivables are noninterest-bearing and are generally on a 30-day term. Others
pertains to interest receivables on loans from Praj Far East Co. Ltd. (see Note 8).
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7. Other Current Assets

Input VAT
Creditable withholding taxes
Advances to suppliers

2020
P
=15,487,476
1,303,373
382,305
P
=17,173,154

2019
=13,984,866
P
5,250,230
1,681,019
=20,916,115
P

8. Loans Receivable
On May 24, 2019, the Company extended a loan amounting to =
P11,555,500 to Praj Far East Co.
Ltd, an affiliate and also a subsidiary of Praj Industries Ltds (the parent company). The loan earns
interest of 2%, unsecured and will mature on April 23, 2021. Interest income earned from the loan
in 2020 amounted to P
=197,552.
Parties are considered to be related if one party has the ability to control, directly or indirectly, the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or
common significant influence. Related parties may be individuals or corporate entities.

9. Trade and Other Payables

Trade payables
Dividends payable (Note 15)
Dues to customers relating to contracts in progress
Final withholding tax on dividends (Note 15)
Advances from customers
Withholding tax payable
Output VAT
Others

2019
P
=4,656,885
31,195,000
7,115,622
5,505,000
2,771,352
381,961
–
739,424
P
=52,365,244

2019
=20,441,228
P
–
460,351
–
24,131
7,427,847
479,820
252,536
=29,085,913
P

Trade payables pertain to due to suppliers and contractors for construction works done and
material and supplies provided, these are normally non-interest bearing and settled within 30 to 60
days. Dues to customers relating to contracts in progress are obligation to customers for
construction works that are excess in billing. Advances receive from customers are payments
made as part of the construction agreement. These are non-interest bearing and are fully
recoverable upon completion of the subcontractor’s construction services.
On March 20, 2020, the Company’ BOD declared cash dividends amounting to =
P36,700,000 to the
stockholders on record as of March 31, 2020 (see Note 15).

10. Revenues from Construction Contracts
Revenue from construction contracts is recognized using the percentage of completion method,
measured principally on the basis of actual costs incurred to date to the total estimated costs for
each contract.
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Construction billings to date
Add opening balance of contracts in progress
Less closing balance of contracts in progress

2020
P
=30,678,556
460,351
(7,115,622)
P
=24,023,285

2019
=29,478,549
P
22,608,666
(460,351)
=51,626,864
P

In 2019, the Company sold construction materials amounting to =
P96.97 million.

11. Cost of Construction Contracts

Subcontractor costs
Site expenses
Personnel cost
Bank guarantee commission
Site allowance and charges
Local travel and conveyance
Taxes and licenses
Entertainment and recreation
Insurance
Outside services
Others

2020
P
=17,105,934
744,351
616,548
494,950
207,953
139,430
67,373
24,007
15,150
–
154,999
P
=19,570,695

2019
=95,344,783
P
10,057,027
1,561,581
1,807,448
285,300
461,927
694,820
139,532
114,259
21,504,266
198,139
=132,169,082
P

Subcontractor cost pertains to direct construction cost incurred to complete the projects.
Outside services pertains to billings for professional consultancy related to the construction
contracts. Site expenses pertains to cost incurred in the construction site such as transportation,
machineries and construction materials used.

12. Operating Expenses

Professional fee
Visa charges
Bank charges
Interest and penalties
Advances written-off

2020
P
=735,120
40,942
21,083
–
–
P
=797,145

2019
=1,477,674
P
220,076
72,695
11,000
270,023
=2,051,468
P

13. Other Income
Other income pertains to foreign exchange gain, interest income from loans receivable and other
miscellaneous income.
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14. Income Taxes
The Company’s provision for income tax in 2020 and 2019 pertains to regular corporate income
tax amounting to =
P1,316,723 and =
P4,396,285, respectively. The reconciliation of income before
tax to income tax due is as follows:

Income tax at statutory income tax rate of 30%
Additions to (reductions in) income tax arising from:
Non-deductible expenses
Interest income subject to final tax

2020

2019

P
=1,316,143

=4,080,012
P

580
–
P
=1,316,723

316,273
–
=4,396,285
P

15. Retained Earnings
On March 20, 2020, the Company’s BOD declared a cash dividend amounting to =
P36,700,000 or
=4.41 per share, to stockholders on record as at March 31, 2020 payable within 12 months after
P
the reporting period.
Final withholding tax on the dividends amounted to P
=5,505,000.

16. Supplementary Information Required Under Revenue Regulations 15-2010
On November 25, 2010, the BIR issued RR No. 15-2010 which amends certain provisions of
RR No. 21-2002 prescribing the manner of compliance with any documentary and/or procedural
requirements in connection with the preparation and submission of financial statements
accompanying the tax returns. It recognizes the disclosures of taxes, duties and licenses paid or
accrued during the taxable year.
In compliance with the requirements set forth by RR No. 15-2010 hereunder are information on
taxes and license fees paid or accrued during the taxable year 2018.
VAT
The National Internal Revenue Code of 1997 also provides for the imposition of VAT on sales of
goods and services. Accordingly, the Company’s sales are subject to output VAT while its
importations and purchases from the VAT-registered individuals or corporations are subject to
input VAT. Republic Act No. 9337 increased the VAT rate from 10.00% to 12.00% effective
January 1, 2006.
a. Gross Receipts and Output VAT declared in the Company’s VAT returns filed for the year
ended March 31, 2020.

Gross receipts
Zero-rated

Zero-rated are services to PEZA registered companies.

Gross Receipts
=1,483,932
P
22,119,655
=23,603,587
P

Output VAT
=178,072
P
–
=178,072
P
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b. Details of input VAT consist of:
Balance at April 1, 2019, net carry-forward output VAT
Current year’s domestic purchases/payments for:
Services lodged under cost of construction contracts
Less: Application against output VAT
Balance at March 31, 2020

=13,505,046
P
2,160,502
15,665,548
(178,072)
=15,487,476
P

Withholding Taxes
The details of the Company’s withholding taxes as at March 31, 2020 are as follows:
Final withholding tax on dividends
Expanded withholding taxes
Withholding tax on wages

=5,505,000
P
435,184
61,428
=6,001,612
P

Other Taxes and License
This includes all other taxes, local and national, including real estate tax, licenses and permit fees
lodged under the “Taxes and licenses” account in the statements of revenues and expenses.
Details of other taxes and licenses for the year ended March 31, 2020 are as follows:
Mayor’s permit
Documentary stamp tax
Registration and others

=28,963
P
34,666
3,744
=67,373
P

