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What is heroism?  It is about sacrifice. Nobility 

of spirit despite the odds.  It is about having a vision and 

the bold conviction to dare realize one’s dreams – all 

virtues that propelled some of this country’s men and 

women into creating  what the Philippines is today.

By integrating  this legacy of valor as part of its 

corporate compass, Filinvest Land Inc. once more 

reasserts its presence as one of the major industry players 

that has what it takes to make history, even and despite of 

these difficult  times.

Operating Results
     Revenues
     Net Income
     Return on Assets (ave.)
     Return on Equity (ave.)

Financial Position
     Total Assets
     Total Debt
     Total Liabilities
     Stockholders' Equity
     No. of Shares Issued and Outstanding ('000)
     Gross Debt to Equity
     Net Debt to Equity

Per Share Data
     Primary Earnings
     Fully Diluted Earnings Per Share

1998

1,217,525
710,067

3%
5%

25,137,108
6,914,500
9,750,646

15,386,462
4,226,628

45%
34%

0.19
0.19

1997

2,168,874
1,502,951

7%
12%

25,214,676
7,011,600

10,538,281
14,676,395

48%
36%

0.41
0.38

1996

2,027,601
2,022,271

14%
28%

18,553,410
5,828,800
8,060,555

10,492,855

56%
38%

0.59
0.55

(In Thousands Of Pesos, Except Earnings Per Share Accounts) 

Note: Certain 1997 and 1996 accounts have been reclassified to conform with the 1998 presentation.
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   he region-wide currency crisis of 1997 continued well into 1998, affecting our economy and in particular our industry.  

High interest rates, increasing unemployment, credit tightening and the peso’s depreciation all contributed to the slump of the 

local real estate industry. 

However, Filinvest Land was able to adjust to the impact of the economic slowdown much better than most of its 

competitors in the industry.  Guided by its historical philosophy of prudent financial management, your company has been able to 

withstand the worst of the crisis and still come out on top.  Despite the difficult economic conditions, Filinvest Land still 

registered a net income of P708 million in 1998.   Filinvest Land continues to prosper through its strict adherence to its strategy of 

staying liquid, reducing debt, and generating a positive operating cash flow. 

Believing that there are still some bright spots in the residential and industrial sectors, your management has selectively 

focused its efforts towards these potential growth areas. With the government identifying housing as one of the significant 

components in pump-priming the economy, your management is working hand-in-hand with the government in addressing the 

housing backlog.  This include initiating bank tie-ups to further boost the financing resources of buyers; implementing a just-in-

time construction of housing units; and initiating and strengthening our International Marketing arm to tap the substantial market 

of overseas Filipino  workers (OFWs).  

In keeping with the overall objective of developing high 

potential projects that will produce optimum profitability and 

cash flows, your management expanded its residential operations 

in regional key areas such as Cebu and Davao.  With the 

introduction of the Business Unit Concept two years ago, the 

middle-income and high-end residential segment has performed 

very well, surpassing our expectations for 1998.  Our flagship 

project in this segment is  Brentville International, a  prime 

community located in Mamplasan in Binan, Laguna.

Launched in 1998, Brentville International is a premiere 

residential estate that will serve the needs of a select group of 

residents, the growing expatriate community as well as the 

families of Brent School students. Brentville is home to Brent 

International School, a leading international school that is 

expected to move to its new campus in August 1999.

Other launches include middle-income residential 

projects such as Orange Grove in Davao and Corona del Mar in 

Cebu, the first concept-themed residential developments of its 

class to be put up in these areas.

The outlook on industrial estates continues to be 

promising.  As an accredited ecozone developer, Filinvest Land is 

gearing to be in a position to provide prospective locators world-

class industrial estates, complete with residential development for 

employees.  Once completed, these estates in Laguna, Cavite, 

General Santos, Batangas and Rizal  are projected to stimulate the 

needed dollar inflows  from exports and direct investments, as 
MERCEDES T. GOTIANUN

CEO & Vice Chairman

T well  as provide job opportunities for thousands of Filipinos.  This 

year, we plan to launch the first Filinvest Technology Park in 

Calamba, Laguna.  Targeting light to medium non-polluting 

industries, this 350-hectare estate is masterplanned to become a 

self-contained community, complete with areas for factories, 

residential subdivisions, commercial and recreational centers.

Bolstered by lower interest rates and an expectation of GDP 

growth of 3% in 1999, we expect the above sectors to continue to 

grow in the coming years.

Filinvest Land maintains a 20% stake in Filinvest Alabang, 

which is developing Filinvest Corporate City (FCC).  One of the 

major events of FCC was the opening of the Festival SuperMall in 

May 1998.  Its introduction of retail mixed with an abundant dose 

of entertainment,  and its revolutionary approach in mall design 

has created a fusion of leisure, theme parks and shops that cater to 

mallers of all ages, making the Festival SuperMall the premiere 

regional shopping destination for Southern Metro Manila and 

Luzon.   

A major alternative satellite central business district, the 

Filinvest Corporate City continues to attract top local and 

international developers and locators.  Fluor Daniel, the top 

engineering firm in the US, recently moved into the Asian Star, the 

first building to be completed of six buildings undergoing 

construction.  Simultaneously, groundbreaking ceremonies were 

held for the Insular Life Corporate Center, which will be 

composed of twin towers of 35 and 29 storeys high.  Insular Life 

will be the first Philippine corporation to locate its headquarters 

within FCC.

Topping-off ceremonies were also held for the 23-storey Aspen Tower, the first of the four luxury residential towers of 

Filinvest’s Parkway Place Resort Towers.  Other high-rise residential projects under construction are Parque España and 

Richville Regency Suites.  Despite the dismal performance of the Philippine economy in 1998, your management believes that 

the economy is on its way to recovery.  This positive outlook is further bolstered by the retirement of the first tranche of Filinvest 

Land’s  long-term commercial paper with principal amounting to P1,800M in January and February 1999.  Demand for housing 

continues to rise, along with government support. With cautious optimism for brighter prospects, your management hopes to 

achieve  bigger triumphs and better results in 1999.  With the continuing support of our employees and shareholders, we will 

continue with our mandate of “Building the Filipino Dream”.

   

JOSEPH  M. YAP
President & COO

JOSEPH M. YAP
President & COO

MERCEDES T. GOTIANUN
Vice Chairman & CEO 
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On the other hand, Corona del Mar’s land development is 60% 

complete.  As the only residential beach resort-themed community in 

Cebu, it has received a very warm welcome from the market  and has 

spurred brisk sales.  

Considering the huge housing backlog and the government’s 

efforts to pump-prime the economy through housing, the socialized and 

affordable sector remains attractive.  Although Filinvest Land did not 

introduce new projects in this sector in 1998, three projects are lined up 

for launching in 1999.

The government, with its pro-poor agenda, is in the process of 

undertaking major reforms in the housing industry, in its effort to build a 

sustainable and viable housing finance system.  The private sector, more 

specifically the banks, is being asked by the government to participate more actively in housing finance.  The banks have 

responded positively, and are now offering competitive loan packages even to the affordable sector.  Filinvest Land is working 

with some banks and is now offering buyers various financing alternatives for their house and lot purchases.

International Marketing Arm 

Established in mid-1998, Filinvest's  International Marketing Arm was instrumental in contributing to the total sales 

income for the year, as well as widening the marketing reach of Filinvest Land to overseas Filipino workers (OFWs).  Starting 

with its Hongkong branch, Diamond Crest International Limited, overseas marketing has grown to encompass Japan, the United 

States, Italy, Austria and the United Kingdom.  Other countries to be targeted for 1999 are Singapore and the Middle East.  By 

tapping fellow Filipino workers as agents in this marketing effort, sales of socialized, affordable and middle-income homes have 

considerably picked up, its growth further encouraged by the relatively stronger currencies (vis-à-vis the Philippine peso) earned 

by these expatriate Filipinos.

Commercial Property Development

FILINVEST CORPORATE CITY
Filinvest Land has a 20% stake in Filinvest Alabang, which is responsible for the development of the Filinvest Corporate 

City (FCC).  The latest addition to the growing Muntinlupa skyline is the Festival SuperMall.  It is the first themed mall in the 

country combining the elements of retail and entertainment, making it the prime shopping destination for Southern Metro Manila 

and Luzon.
Included in the first wave of world-class vertical developments in FCC is the completion of the Asian Star, the first office 

building standing at the Spectrum Business District in August 1998. Fluor Daniel, the world’s largest engineering and 

construction firm,  now  holds office in this sleek,  21-storey,  grade A building.  Current developments include three office 

buildings, four residential towers, and the Asian Hospital, the first world-class hospital in Southern Manila.

INDUSTRIAL ESTATES
Five preliminary sites countrywide were identified during preparations for ecozone development.  The initial site to be 

targeted is Calamba, Laguna, where the first Filinvest Technology Park is envisioned to rise.  Catering to light and medium non-

polluting industries such as electronics, high-precision instruments and the manufacture of hospital equipment, this 350-hectare 

estate is masterplanned to be a self-sustaining community.  Strategically located for easy access from major land, sea and air ports 

such as the Makati commercial business district, the Ninoy Aquino International Airport, the Batangas Sea Port and the Manila 

International Container Port, this Technology Park offers both local and multinational locators an alternative site for their 

operations.

Artist's rendition of Corona del Mar beach front

Residential Property Development

  n 1998, socialized and affordable housing contributed 66% of the company’s total sales.  Towards the end  of 1998, 

however, as market conditions started to improve, Filinvest Land shifted its focus towards the more promising market niches of 

the middle-income and high-end projects in its bid to maintain optimum profitability and cash flows.  Under this objective, 

Filinvest Land fast-tracked its residential operations in Cebu and Davao.  By operating under the Business Unit concept 

established two years ago, the performance of these market segments surpassed sales expectations for the year. A prime example 

of this is the flagship project of Brentville International, a world-class  community in Mamplasan, Binan, Laguna. 

Launched in 1998, Brentville International is a premiere 

residential estate designed to service the housing needs of the growing 

expatriate community as well as the families of Brent School students. 

Come August 1999,  Brentville will also be the new address of Brent 

International School, an international school known for its world-class 

curricula.

Within Brentville is a series of luxurious and attractive cluster 

residences called Prominence Townhomes.  As an adjunct to Brentville, 

Prominence homes are grouped in clusters of three units integrated 

along the lines of One Big Manor House – reminiscent of a spacious and 

huge estate. 

Other launches include middle-income residential projects such as Orange Grove in Davao and Corona del Mar in Cebu, 

the first concept-themed residential developments of its class to be put up in these areas.  At present, the construction of Orange 

Grove’s simulated community is finished.  Built to provide prospective buyers a sneak preview of what the community will 

eventually look like, this 3,000-square meter View Camp or mock neighborhood features a model home unit, gazebos, pocket 

parks, jogging trails, a wooden bridge and an entrance gate.  

Brentville International main entry point

Prominence Cluster
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Fax No. (632) 819-0872

he management of FILINVEST LAND, INC. is responsible for all information and representation contained in the consolidated financial 
statements as of and for the year of ended December 31, 1998. The financial statements have been prepared in conformity with generally 
accepted accounting principles and reflect  amounts that are based on the best estimates and information judgment of management and 
appropriate consideration to materiality.

In this regard, management maintains a system of accounting and reporting which provides for the necessary internal controls to ensure 
that transactions are properly authorized and recorded. Assets are safeguarded against unauthorized use of disposition and liabilities are 
recognized. 

The Board of Directors reviews the Financial Statements before such statements are approved and submitted to the stockholders of the 
Company.

Sycip, Gorres, Velayo & Co., the independent auditors appointed by the stockholders, have examined the financial statements of the 
company in accordance with generally accepted auditing standards and have expressed their opinion on the fairness of presentation upon 
completion of such examination, in their report to stockholders.

e have audited the accompanying consolidated financial sheets of Filinvest Land, Inc. and Subsidiary as of December 31, 1998 and 1987, 
and  the  related  consolidated  statements of  income  and  retained  earnings  and  cash  flows  for  each of  the  three  years  in  the period  ended 
December 31, 1998. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion 
on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of 
Filinvest Land, Inc. and Subsidiary as of December 31, 1998 and 1997, and the results of their operations and their cash flows for each of the three 
years in the period ended December 31, 1998 in conformity with generally accepted accounting principles.

PTR No. 0456907
January 12, 1999
Makati City

April 8, 1999

The Stockholders and the Board of Directors
Filinvest Land, Inc.
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and  the  related  consolidated  statements of  income  and  retained  earnings  and  cash  flows  for  each of  the  three  years  in  the period  ended 
December 31, 1998. These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion 
on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of 
Filinvest Land, Inc. and Subsidiary as of December 31, 1998 and 1997, and the results of their operations and their cash flows for each of the three 
years in the period ended December 31, 1998 in conformity with generally accepted accounting principles.

PTR No. 0456907
January 12, 1999
Makati City

April 8, 1999

The Stockholders and the Board of Directors
Filinvest Land, Inc.
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1,408,743

-

143,709

273,681

1,010,013

6,914,500

15,386,462

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts Payable and Accrued Expenses (Note 6)

Income Tax Payable

Deferred Income Tax (Note 9)

Unrealized Gross Profit on Installment Contracts Receivable

Estimated Liability for Land Development

Long-term Debt (Note 7)

Stockholders' Equity (Note 8)

P25,137,108

P2,007,842

127,459

110,121

207,152

1,074,107

7,011,600

14,676,395

P25,214,676

5,326,968

617,352

13,351,305

3,788,864

171,843

218,867

                                         

 

537,798

13,927,990

3,805,555

156,921

193,106

ASSETS

Cash and Cash Equivalents                                                               

 

   
Other Receivables (Note 10)     

Land and Land Development (Notes 3, 6 and 7)

Investments (Note 4)

Property and Equipment - net (Note 5)     

Prepaid Expenses and Other Assets

Mortgage, Notes and Installment Contract
   Receivable (Note 2)

P1,613,286

4,902,452

P25,137,108

1,739,477

P25,214,676

1998

December 31

1997

(Amounts in thousands)

OPERATING EXPENSES (Note 11)

INCOME FROM OPERATIONS

OTHER INCOME - Net

See accompanying Notes to Consolidated Financial Statements

REALIZED GROSS PROFIT ON SALES OF
   SUBDIVISION LOTS AND HOUSES

INCOME BEFORE EQUITY IN NET
   EARNINGS OF AN AFFILIATE

INCOME BEFORE INCOME TAX

EQUITY IN NET EARNINGS OF AN
   AFFILIATE (Note 4)

RETAINED EARNINGS AT END OF YEAR 

PROVISION FOR INCOME TAX 
Current
Deferred

NET INCOME

RETAINED EARNINGS AT BEGINNING  
   OF YEAR
Dividends - 50% 

EARNING PER SHARE (Note 12)
Basic
Diluted

P762,155 

486,471

275,684

455,370

731,054

16,372

747,426

37,359

4,679
32,680

P0.19 
0.19

3,925,481
-

P4,635,548

P1,600,939 

566,423

1,034,516

567,935

1,602,451

151,858

1,754,309

251,358

193,943
57,415

P0.41 
0.38

2,422,530
-

P3,925,481

P1,587,095

593,347

993,748

440,506

1,434, 254

775,028

2,209,282

187,011

162,771
24,240

P0.59 
0.55

1,654,772
(1,254,513)

P2,422,530

710,067 1,502,951 2,022,271

1998 1997 1996

Years Ended December 31(Amounts in thousands except earnings per share)



See accompanying Notes to Consolidated Financial Statements.
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1. Summary of Significant Accounting Policies

Principles of Consolidation and Investments
The consolidated financial statements include the accounts of Filinvest Land, Inc. (the Company) and FLI Capital (Cayman Islands) Ltd. 
(FLICL), its wholly owned and controlled subsidiary.  FLICL was incorporated under the laws of Cayman Islands on June 19, 1996 and 
started its commercial operations in August 1996.

Significant intercompany accounts and transactions have been eliminated upon consolidation.

Investments in shares of stock of companies where the Company has at least 20% equity interest or where the Company has the ability to 
exercise significant influence over the operating and financial policies are carried at cost, increased or decreased by the Company’s equity in  
net earnings or losses of the investees, dividends received and changes in the investees’ equity accounts since dates of acquisition.
Investments in shares of stock of companies over which no significant influence is exercised by the Company are carried at cost.

Cash Equivalents
The Company and its subsidiary consider all highly liquid debt instruments with maturities of three months or less from dates of acquisition to
be cash equivalents.

Land and Land Development
Land and land development are carried at cost.  Expenditures for development and improvement are capitalized as part of the cost of the land.  
Interest and other borrowing cost incurred to finance the acquisition and development of land are capitalized as part of land and land 
development.

Property and Equipment
Property and equipment are carried at cost less accumulated depreciation and amortization.  Depreciation is computed based on the straight-
line method over the estimated useful lives of the assets.  Leasehold improvements are amortized over the term of the lease or the estimated
useful lives of the improvements, whichever is shorter.

Minor repairs and maintenance costs are expensed when incurred; expenditures for renewals and betterments that significantly extend the 
useful life of an asset are capitalized. When depreciable assets are retired or otherwise disposed of, the cost and related accumulated
depreciation and amortization are removed from the accounts and any resulting gain or loss is reflected in income for the year.

Estimated Liability for Land Development
The total estimated cost of developing the subdivision lots and constructing the housing units, based on engineering estimates, are credited to
this account and charged to the cost of investments in land development projects.  Actual expenditures are charged against this account as
incurred.

Capitalization of Borrowing Costs
Borrowing costs including interest and foreign currency exchange differences incurred during the period necessary to prepare the property for
its intended use are capitalized under land and land development.

Income Recognition
Income from sales of subdivision lots and housing units from which the Company receives sufficient downpayment is accounted for using the
full accrual method;  income from sales of subdivision lots and housing units with small downpayment, if any, is recognized on the 
installment method.  Realized gross profit on installment sales is computed based on collections multiplied by the gross profit rates on 
individual sales  contracts.  Unearned interest income on installment contracts receivable is amortized over the term of the contract.  

Income Taxes
Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial reporting 
bases of assets and liabilities and their related tax bases and minimum corporate income tax.  Deferred tax assets and liabilities are measured 
using the tax rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or
settled.  A valuation allowance is provided for the portion of deferred tax assets which is not expected to be realized in the future.

The effect on the deferred tax assets and liabilities arising from any change in the applicable income tax rates is included in the provision for 
deferred income tax for the period.

Foreign Currency Transactions
Foreign currency-denominated monetary assets and liabilities of the Company are stated at the exchange rates prevailing at balance sheet 
dates.  Exchange gains or losses arising from foreign currency transactions are credited or charged to current operations.

The financial statements of FLICL are translated into Philippine pesos using the temporal method.  Under this method, all assets and 
liabilities are translated at the exchange rate prevailing at balance sheet date and revenues and expenses at the average exchange rate for the 
year.  The resulting  translation adjustments are charged or credited to current operations.

Cash paid during the year for:
       Interest 
       Income taxes
Non-cash financing activity on the issuance of capital stock
       in exchange for land 

SUPPLEMENTAL DISCLOSURES OF CASH FLOWS 
      INFORMATION

P526,502
132,139

-

P424,498
99,970

-

P441,064
138,210

4,306,777

See accompanying Notes to Consolidated Financial Statements.

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash
     used in operating activities:
     Provision for  income tax-deferred
     Depreciation and amortization
     Equity in net earnings of affiliates
     Changes in operating assets and liabilities:
          Decrease (increase) in:
                 Mortgage, notes and installment 
                         contracts receivable
                 Other receivables
                 Land and land development
                 Prepaid expenses and other assets
           Increase (decrease) in:
                 Accounts payable and accrued expenses
                 Income tax payable
                 Unrealized gross profit on installment contracts 
                          receivable
                 Estimated liability for land development

P710, 067

32,680
19,285

(16,372)

424,516
79,554

(673,785)
26,669

(599,099)
(127,459)

66,529
(64,094)

P1,502,951

57,415
24,619

(151,858)

(855,123)
(261,923)

(2,802,672)
13,598

1,079,871
93,973

(116,573)
180,239

P2,022,271

24,240
17,971

(775,028)

(1,836,007)
(63,039)
386,437
(81,876)

(172,868)
24,561

(34,296)
(334,370)

Net cash used in operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES
Net additions to property and equipment
Decrease (increase) in investments

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans and issuance of bonds
Payment of loans

Net cash provided by (used in) financing activities

NET INCREASE (DECREASE) IN CASH AND CASH
       EQUIVALENTS
CASH AND CASH EQUIVALENTS AT
       BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

(4,363)
(319)

(125,126)
1,485,932

(32,360)
(150,507)

(121,509) (1,235,483) (822,004)

-
-

-
(200,000)

2,628,800
-

(4,682) 1,360,806 (182,867)

(126,191)

1,739,477

(74,677)

1,814,154

1,623,929

190,225

- (200,000) 2,628,800

P1,613,286 P1,739,477 P1,814,154

1998 1997 1996

Years Ended December 31(Amounts in thousands)
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Pension Costs
Pension costs are determined using the projected unit credit method.  This method reflects services rendered by employees to the date of 
valuation and incorporates assumptions concerning employees’ projected salaries.-

Earnings per Share
In 1998, the Company adopted Accounting Standards Council’s Statements of Financial Accounting Standards (SFAS) No. 29 “Earnings Per
Share”.  Basic Earnings Per Share (EPS) is computed by dividing net income applicable to common stock by the weighted average number of 
common shares issued and outstanding during the year, after giving retroactive adjustment for any subsequent stock dividend declaration.
Diluted EPS is computed by dividing net income by the weighted average number of common shares issued and outstanding during the year 
after giving effect to assumed conversion and the retroactive effect of stock dividend declaration, if any. All prior period earnings per share 
data presented have been adjusted to conform with this provision.

2. Mortgage, Notes and Installment Contracts Receivable
    
   This account consists of:

3. Land and Land Development
    
   This account consists of:

Installment contracts receivable from:
     Affiliated company
     Others

     Less deferred interest income

Receivables from a government and
     financial institutions

P1,779,602
1,175,695

P3,024,051
1,031,620

2,955,297
1,058,398

4,055,671
1,264,733

1,896,899 2,790,938

3,005,553

P4,902,452

2,536,030

P5,326,968

1998 1997
(In Thousands)

Land
Subdivision lots and housing units for sale or under 
       development

P10,207,222

3,720,768

P10,332,446

3,018,859

P13,927,990 P13,351,305

1998 1997

(In Thousands)

Installment contracts receivable include the unpaid balance of the selling price of socialized housing units delivered by the Company to 
Filinvest Alabang, Inc. (FAI), an affiliate.  This installment contracts receivable is collectible over a period of seven years by way of 
successive equal monthly amortization f principal and interest at 16% per annum computed from the date of acceptance of the housing 
units by the Public Estates Authority.  

The Company has a mortgage insurance contract with Home Insurance and Guaranty Corporation (HIGC), a government insurance company,
for a retail guarantee line over a period of twenty (20) years starting October 1, 1988, renewable annually.  Under the terms of the line, HIGC 
guarantees the repayment of the loans granted by the Company to lot and housing unit buyers including interest specified thereon.  On May 8, 
1998, HIGC approved the increase in retail guarantee line from P1.5 billion to P2.0 billion.  In case of default by lot buyers, HIGC shall pay 
the insured loan of the Company with a 5-year interest bearing bond.  As of December 31, 1998 and 1997, P423.1 million and P380.1 million 
installments contracts receivable were insured under the foregoing guarantee line.

On February 20, 1998, Home Development Mutual Fund (HDMF) issued Circular No. 159 which underscores the importance of collection 
efficiency to improve the quality of HDMF’s loan portfolio.  The said circular provided for additional guidelines in the processing and takeout
of housing loan accounts covered by HDMF’s P10.0 billion 1998 housing allocation.  These guidelines cover all housing loan accounts 
delivered to HDMF as of January 30, 1998 by retail accounts, low cost housing developers and originating banks under the Expanded 
Housing Loan Program, as well as those delivered under the Unified Home Lending Program.  The primary objective of implementing these 
guidelines is to prioritize the allocation of funding based on acceptable levels of collection efficiency established by HDMF.

Borrowing costs arising from borrowings obtained to finance the Company’s on-going projects that were capitalized as part of land and land 
development amounted to P668.2 million in 1998 and P1.3 billion in 1997.

4. Investments
    
   This account consists of:

5. Property and Equipment
    
   This account consists of:

5. Accounts Payable and Accrued Expenses
    
   This account consists of:

At equity:
       Acquisition cost-Filinvest Alabang, Inc.

       Balance at end of year

       Accumulated equity in net earnings:
              Balance at beginning of year
              Equity in net earnings for the year
              Accumulated equity in net earnings of an 
                     investee sold

 Share in the revaluation increment of land of FAI
       ( see Note 8)

 At cost

P200,000 P200,000

890,627
16,372

-

823,968
151,858

(85,199)

P906,999 P890,627

P2,680,603 P2,680,603

P3,805,555 P3,788,864

3,787,602
17,953

3,771,203
17,634

1998 1997

(In Thousands)

Land and building
Machinery and equipment
Transportation equipment
Furniture and fixtures
Leasehold improvements

Less accumulated depreciation and amortization

P79,117
83,336
43,089
17,247
15,970

P77,751
73,757
38,796
16,735
15,926

238,759
81,838

222,965
51,122

P156,921 P171,843

1998 1997

(In Thousands)

In 1997, the Company sold its investments in shares of stock of Bonifacio Land Corporation amounting to P1.1 billion at a selling price of  
P600 per share.  The Company recognized gain on the above transaction amounting to P116 million.  Such gain was included under Other 
Income in the consolidated statements of income and retained earnings.

The portion of the Company’s retained earnings corresponding to undistributed equity in net earnings of FLICL and FAI amounting to P979.7 
million and P907.8 million in 1998 and 1997, respectively, is not available for dividend declaration until declared by FLICL and FAI.

Accrued bond premium ( see Note 7 )
Advances payable and deposits from customers
Accounts payable
Accrued interest
Other Accrued expenses

P434,328
285,716
254,927
133,583
300,189

P250,738
314,815
664,340
132,655
645,294

P1,408,743 P2,007,842

1998 1997

(In Thousands)

Accounts payable represent the balance of the costs of raw lands acquired by the Company payable upon completion of certain 
requirements.



Pension Costs
Pension costs are determined using the projected unit credit method.  This method reflects services rendered by employees to the date of 
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successive equal monthly amortization f principal and interest at 16% per annum computed from the date of acceptance of the housing 
units by the Public Estates Authority.  

The Company has a mortgage insurance contract with Home Insurance and Guaranty Corporation (HIGC), a government insurance company,
for a retail guarantee line over a period of twenty (20) years starting October 1, 1988, renewable annually.  Under the terms of the line, HIGC 
guarantees the repayment of the loans granted by the Company to lot and housing unit buyers including interest specified thereon.  On May 8, 
1998, HIGC approved the increase in retail guarantee line from P1.5 billion to P2.0 billion.  In case of default by lot buyers, HIGC shall pay 
the insured loan of the Company with a 5-year interest bearing bond.  As of December 31, 1998 and 1997, P423.1 million and P380.1 million 
installments contracts receivable were insured under the foregoing guarantee line.

On February 20, 1998, Home Development Mutual Fund (HDMF) issued Circular No. 159 which underscores the importance of collection 
efficiency to improve the quality of HDMF’s loan portfolio.  The said circular provided for additional guidelines in the processing and takeout
of housing loan accounts covered by HDMF’s P10.0 billion 1998 housing allocation.  These guidelines cover all housing loan accounts 
delivered to HDMF as of January 30, 1998 by retail accounts, low cost housing developers and originating banks under the Expanded 
Housing Loan Program, as well as those delivered under the Unified Home Lending Program.  The primary objective of implementing these 
guidelines is to prioritize the allocation of funding based on acceptable levels of collection efficiency established by HDMF.

Borrowing costs arising from borrowings obtained to finance the Company’s on-going projects that were capitalized as part of land and land 
development amounted to P668.2 million in 1998 and P1.3 billion in 1997.

4. Investments
    
   This account consists of:

5. Property and Equipment
    
   This account consists of:

5. Accounts Payable and Accrued Expenses
    
   This account consists of:

At equity:
       Acquisition cost-Filinvest Alabang, Inc.

       Balance at end of year

       Accumulated equity in net earnings:
              Balance at beginning of year
              Equity in net earnings for the year
              Accumulated equity in net earnings of an 
                     investee sold

 Share in the revaluation increment of land of FAI
       ( see Note 8)

 At cost

P200,000 P200,000

890,627
16,372

-

823,968
151,858

(85,199)

P906,999 P890,627

P2,680,603 P2,680,603

P3,805,555 P3,788,864

3,787,602
17,953

3,771,203
17,634

1998 1997

(In Thousands)

Land and building
Machinery and equipment
Transportation equipment
Furniture and fixtures
Leasehold improvements

Less accumulated depreciation and amortization

P79,117
83,336
43,089
17,247
15,970

P77,751
73,757
38,796
16,735
15,926

238,759
81,838

222,965
51,122

P156,921 P171,843

1998 1997

(In Thousands)

In 1997, the Company sold its investments in shares of stock of Bonifacio Land Corporation amounting to P1.1 billion at a selling price of  
P600 per share.  The Company recognized gain on the above transaction amounting to P116 million.  Such gain was included under Other 
Income in the consolidated statements of income and retained earnings.

The portion of the Company’s retained earnings corresponding to undistributed equity in net earnings of FLICL and FAI amounting to P979.7 
million and P907.8 million in 1998 and 1997, respectively, is not available for dividend declaration until declared by FLICL and FAI.

Accrued bond premium ( see Note 7 )
Advances payable and deposits from customers
Accounts payable
Accrued interest
Other Accrued expenses

P434,328
285,716
254,927
133,583
300,189

P250,738
314,815
664,340
132,655
645,294

P1,408,743 P2,007,842

1998 1997

(In Thousands)

Accounts payable represent the balance of the costs of raw lands acquired by the Company payable upon completion of certain 
requirements.



7. Long-term Debt
    
   This account consists of:

Bonds payable
Long-term commercial papers

P3,914,500
3,000,000

P4,011,600
3,000,000

P6,914,500 P7,011,600

1998 1997

(In Thousands)

Series C1, 1-3/8 % p.a. over 91-day treasury bill rate,
       due on January 26, 1999
Series C2, 1-3/8 % p.a. over 91-day treasury bill rate,
       due on February 26, 1999
Series D1, 1-1/2 % p.a. over 91-day treasury bill rate,
       due on January 26, 2000
Series D2, 1-1/2 % p.a. over 91-day treasury bill rate,
       due on January 26, 2000

P900,000

900,000

600,000

600,000

P900,000

900,000

600,000

600,000

P3,000,000 P3,000,000

1998 1997

(In Thousands)

On July 25, 1996, FLICL initiated an offering of its US$100,000,000 Step-Up Premium Redemption Guaranteed Convertible Bonds.  The 
bonds are convertible at the option of the holders at any time during the conversion period into the Company’s shares at an initial conversion 
price, subject to adjustment in certain events, of P11.20 per share and a fixed foreign exchange rate of P26.192 per US$1.00.  Interest on the
bonds is payable semi-annually commencing February 1, 1997.  Interest accrues at the rate of 3.75% per annum up to July 31, 1999 and at the 
rate of 6.25% per annum from August 1, 1999 until the bonds mature in year 2002.

Total premium put accreted amounted to P250.7 million and P189.7 million in 1998 and 1997, respectively.

On August 1, 1996, the Company signed an Indenture/Trust Deed with FLICL, to unconditionally and irrevocably guarantee the issuance of 
the convertible bonds by FLICL.  Proceeds from the issuance of the convertible bonds were used to help finance the continued construction of 
Low-cost and affordable housing units and the development of other on-going projects of the Company.

The Company’s outstanding long-term commercial papers are as follows:

Series C1 and C2 amounting to  P1.8 billion were paid on maturity dates.

8. Stockholder's Equity
    
   This account consists of:

Capital stock-P1 par value
      Authorized - @ 6,000,000,000 shares
      Issued and outstanding - 4,226,627,663 shares
Additional paid in capital
Share in revaluation increment of land of FAI
      (See Note 4)
Retained earnings

P4,226,628
3,843,683

2,680,603
4,635,548

P4,226,628
3,843,683

2,680,603
3,925,481

P15,386,462 P14,676,395

1998 1997

(In Thousands)

9. Income Taxes
    
   The reconciliation between the amount of income tax computed at the statutory income tax rate to provision for income tax follows:

Income tax at statutory rates
Reductions in income taxes resulting from:
       Tax free realized gross profit on 
               socialized housing units
       Interest income subject to lower tax rate 
       Effect of change in applicable tax rate 
       Equity in net earnings of affiliates
       Dividend income
       Others 

P254,125

169,025
28,027
8,982
5,566

295
4,871

P773,249

252,098
1,430

-
271,260

301
61,149

P611,500

265,841
9,576
3,239

53,150
292

28,044

P37,359 P187,011P251,358

1998 19961997

(In Thousands)

The significant components of deferred tax asset (included in Prepaid expenses and other assets account) and liability are as follows:

The carryforward benefit for the excess of the MCIT over the normal income tax can be claimed as a tax credit against the normal income tax 
until year 2001.

On December 11, 1997, Republic Act No. 8424 (the Act) entitled “An Act Amending the National Internal Revenue Code, As Amended, and 
For Other Purposes,” was passed into law effective January 1, 1998.  Among others, the Act includes the following significant provisions:

a. Change in the corporate income tax rate from 35% in 1997 to 34% in 1998, 33% in 1999, and 32% in 2000 and onwards;

b.  Imposition of a MCIT of 2% of gross income, as defined;

c.  Imposition on the employer of a final tax on the grossed up monetary value of fringe benefits granted to employees (except rank and file) by 
     an employer at the following rates: 34% in 1998, 33% in 1999, and 32% in 2000 and onwards;

 d.  Reduction in the amount of interest expense allowed as a deductible expense by an amount equal to a certain percentage of the interest 
     income  subjected to final tax as follows: 41% starting January 1, 1998, 39% starting January 1, 1999 and 38% starting January 1, 2000 and 
     onwards; and,

e.   Introduction of a three-year net operating loss carryover.

10. Related Party Transactions

The Company and its subsidiary, in their normal course of business, have entered into transactions with their affiliates principally consisting 
of  interest-bearing advances.

11. Retirement Plan

The Company has a funded-noncontributory retirement plan covering all of its full time regular employees.  The plan provides for lump sum
benefits equivalent to 100% of the plan monthly salary for every year of creditable service.  The normal retirement age is 60, however, an
employee who attains the age of 55 with fifteen years of service and opts for an early retirement is entitled to benefits ranging from 70% to 
90% of  the normal retirement pay depending on his length of service.  The total pension cost for 1998 and 1997 amounted to 9.5 million.

As of January 1, 1997, the latest actuarial valuation, the fair value of the plan assets exceeded the present value of pension benefits.  The 
principal actuarial assumptions used to determine pension benefits were an investment yield of 10%, and an annual salary increase of 12%.  
Actuarial valuations are made at least every three years.  The Company’s annual contribution to the pension plan consists of a payment 
covering the current service cost for the year.

Deferred tax asset on minimum corporate
       income tax (MCIT) P907 -

(P143,709)Deferred tax liability on capitalized interest (P110,121)

1998 1997

(In Thousands)

P



7. Long-term Debt
    
   This account consists of:

Bonds payable
Long-term commercial papers

P3,914,500
3,000,000

P4,011,600
3,000,000

P6,914,500 P7,011,600

1998 1997

(In Thousands)

Series C1, 1-3/8 % p.a. over 91-day treasury bill rate,
       due on January 26, 1999
Series C2, 1-3/8 % p.a. over 91-day treasury bill rate,
       due on February 26, 1999
Series D1, 1-1/2 % p.a. over 91-day treasury bill rate,
       due on January 26, 2000
Series D2, 1-1/2 % p.a. over 91-day treasury bill rate,
       due on January 26, 2000

P900,000

900,000

600,000

600,000

P900,000

900,000

600,000

600,000

P3,000,000 P3,000,000

1998 1997

(In Thousands)

On July 25, 1996, FLICL initiated an offering of its US$100,000,000 Step-Up Premium Redemption Guaranteed Convertible Bonds.  The 
bonds are convertible at the option of the holders at any time during the conversion period into the Company’s shares at an initial conversion 
price, subject to adjustment in certain events, of P11.20 per share and a fixed foreign exchange rate of P26.192 per US$1.00.  Interest on the
bonds is payable semi-annually commencing February 1, 1997.  Interest accrues at the rate of 3.75% per annum up to July 31, 1999 and at the 
rate of 6.25% per annum from August 1, 1999 until the bonds mature in year 2002.

Total premium put accreted amounted to P250.7 million and P189.7 million in 1998 and 1997, respectively.

On August 1, 1996, the Company signed an Indenture/Trust Deed with FLICL, to unconditionally and irrevocably guarantee the issuance of 
the convertible bonds by FLICL.  Proceeds from the issuance of the convertible bonds were used to help finance the continued construction of 
Low-cost and affordable housing units and the development of other on-going projects of the Company.

The Company’s outstanding long-term commercial papers are as follows:

Series C1 and C2 amounting to  P1.8 billion were paid on maturity dates.

8. Stockholder's Equity
    
   This account consists of:

Capital stock-P1 par value
      Authorized - @ 6,000,000,000 shares
      Issued and outstanding - 4,226,627,663 shares
Additional paid in capital
Share in revaluation increment of land of FAI
      (See Note 4)
Retained earnings

P4,226,628
3,843,683

2,680,603
4,635,548

P4,226,628
3,843,683

2,680,603
3,925,481

P15,386,462 P14,676,395

1998 1997

(In Thousands)

9. Income Taxes
    
   The reconciliation between the amount of income tax computed at the statutory income tax rate to provision for income tax follows:

Income tax at statutory rates
Reductions in income taxes resulting from:
       Tax free realized gross profit on 
               socialized housing units
       Interest income subject to lower tax rate 
       Effect of change in applicable tax rate 
       Equity in net earnings of affiliates
       Dividend income
       Others 

P254,125

169,025
28,027
8,982
5,566

295
4,871

P773,249

252,098
1,430

-
271,260

301
61,149

P611,500

265,841
9,576
3,239

53,150
292

28,044

P37,359 P187,011P251,358

1998 19961997

(In Thousands)

The significant components of deferred tax asset (included in Prepaid expenses and other assets account) and liability are as follows:

The carryforward benefit for the excess of the MCIT over the normal income tax can be claimed as a tax credit against the normal income tax 
until year 2001.

On December 11, 1997, Republic Act No. 8424 (the Act) entitled “An Act Amending the National Internal Revenue Code, As Amended, and 
For Other Purposes,” was passed into law effective January 1, 1998.  Among others, the Act includes the following significant provisions:

a. Change in the corporate income tax rate from 35% in 1997 to 34% in 1998, 33% in 1999, and 32% in 2000 and onwards;

b.  Imposition of a MCIT of 2% of gross income, as defined;

c.  Imposition on the employer of a final tax on the grossed up monetary value of fringe benefits granted to employees (except rank and file) by 
     an employer at the following rates: 34% in 1998, 33% in 1999, and 32% in 2000 and onwards;

 d.  Reduction in the amount of interest expense allowed as a deductible expense by an amount equal to a certain percentage of the interest 
     income  subjected to final tax as follows: 41% starting January 1, 1998, 39% starting January 1, 1999 and 38% starting January 1, 2000 and 
     onwards; and,

e.   Introduction of a three-year net operating loss carryover.

10. Related Party Transactions

The Company and its subsidiary, in their normal course of business, have entered into transactions with their affiliates principally consisting 
of  interest-bearing advances.

11. Retirement Plan

The Company has a funded-noncontributory retirement plan covering all of its full time regular employees.  The plan provides for lump sum
benefits equivalent to 100% of the plan monthly salary for every year of creditable service.  The normal retirement age is 60, however, an
employee who attains the age of 55 with fifteen years of service and opts for an early retirement is entitled to benefits ranging from 70% to 
90% of  the normal retirement pay depending on his length of service.  The total pension cost for 1998 and 1997 amounted to 9.5 million.

As of January 1, 1997, the latest actuarial valuation, the fair value of the plan assets exceeded the present value of pension benefits.  The 
principal actuarial assumptions used to determine pension benefits were an investment yield of 10%, and an annual salary increase of 12%.  
Actuarial valuations are made at least every three years.  The Company’s annual contribution to the pension plan consists of a payment 
covering the current service cost for the year.

Deferred tax asset on minimum corporate
       income tax (MCIT) P907 -

(P143,709)Deferred tax liability on capitalized interest (P110,121)

1998 1997

(In Thousands)

P



12. Earnings Per Share
    
   Earning per share amounts were computed as follows:

a. Net income
b. Interest and accretion of premium put capitalized
        to land and land development sold during the year
c. Total (a+b)
d. Weighted average number of outstanding common shares
e. Weighted average number of common shares from assumed 
        conversion of convertible bonds
f. Total (d+e)
g. Earning per share - basic (a/d)
h. Earnings per share - diluted (c/f)

P710,067

41,205
751,272

3,805,751

233,857
4,039,608

P0.19
P0.19

P1,502,951

-
1,502,951
3,689,977

233,857
3,923,834

P0.41
P0.38

P2,022,271

-
2,022,271
3,449,906

233,857
3,683,763

P0.59
P0.55

1998 19961997

(In Thousands, Except Earnings Per Share)

Treasury shares attributable to the Company’s ownership in FAI is considered in computing the weighted average number of 
outstanding common shares.

The amount of interest and premium put accreted on bonds were capitalized as part of land and development cost (see Note 3).

13. Present Economic Events

The operations of the Company have been affected and may continue to be affected for the foreseeable future by the 
deterioration of the economies of the countries in the Asia Pacific region that continue to affect the Philippine economy 
throughout 1998 characterized by tight liquidity and a downturn in the real estate industry.  It is not possible to determine the 
future effects of a continuation of the present economic conditions on the Company.

The consolidated financial statements do not include any adjustment that may result from these uncertainties.  The related 
effects will be reported in the consolidated financial statements as they become known and estimable.

14. Others

  Certain 1997 accounts have been reclassified to conform with the 1998 presentation. 
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