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Construction in progress reclassified to buildings and improvements in 2023 represents cost incurred in
installation of linear accelerator, civil works for conversion of old OR complex, fire detection alarm
system, additional fire sprinkler, renovation of operating room, and various installations.

As of December 31, 2023 and 2022, the cost of fully depreciated property and equipment still used by
the Group in its operations amounted to 1.5 billion and 1.7 billion, respectively.

10.

Investment in Joint Venture

The Parent Company entered into a joint venture agreement with Manila Oncology Center
Incorporated (MOC) to jointly establish and operate radiation and oncology center in Davao City,
Philippines. In view of this, the parties as incorporators, created and organized (DDOCI). The Parent
Company’s ownership interest is 30%. The parties mutually agreed that:

(1) The Parent Company shall construct, at its expense, the required facilities of the radiation and
oncology center. In consideration for this, DDOCI shall pay monthly rental to the Parent
Company based on space usage.

(2) The Parent Company shall assume the responsibility for, and hire the personnel to undertake the
general management and administration of the center, in particular, billing and collection,
remittance to doctors’ professional fees, maintenance of financial records, internal audit, financial
management, payment of taxes and procurement of licenses and permits. In consideration of said
services, the Parent Company shall charge a management fee equivalent to 5% of gross income.

(3) The arrangement shall be effective for fifty (50) years.

The Group’s investment in joint venture with cost of £0.6 million as of December 31, 2023 and 2022 is
fully provided with allowance for impairment. As of December 31, 2023 and 2022, DDOCT has
ceased operations. The joint venture is now only engaged in planning and directing the project. The
revenues and expenses for the operations is now reported in the Parent Company’s books.

Following are the summarized financial information of DDOCI as of and for the years ended
December 31:

2023 2022 2021
Current assets £19,130,951 £19,130,951 £19,130,951
Noncurrent assets 211,134 211,134 211,134
Current liabilities 3,668,825 3,657,332 3,647,389
Noncurrent liabilities 46,605,957 46,605,957 46,605,957
Capital stock 1,875,375 1,875,375 1,875,375
Deficit (32,808,072) (32,796,579) (32,786,636)
Revenues - - -
Net loss (11,493) (9,943) (9,280)

AT AR
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11. Investment in Retail Treasury Bonds

A retail treasury bond acquired by the School in 2012 is carried at amortized cost. The bond has a face
value of 5.3 million, bears quarterly interest at a coupon rate of 5.875% per annum and matures in
2032. The carrying amount in the consolidated statement of financial position represents the bond’s
amortized cost using the EIR method. The movements in the carrying amount of the bond is as
follows:

2023 2022
At January 1 P5,383,126 P5,389,869
Amortization during the year deducted from
interest income (7,124) (6.743)
At December 31 P£5,376,002 5,383,126

Interest income earned from the investments amounted to 0.2 million each year in 2023, 2022, and
2021.

12. Other Noncurrent Assets

2023 2022
Advances to suppliers $28,314,018 213,516,982
Computer software 18,786,076 16,908,177
Refundable deposits 7,647,407 10,283,548
Others 177,680 177,684

£54,925,181 £40,886,391

Advances to suppliers consist of prepayments made for future purchase of property and equipment.
Computer software pertains to set of programs or instructions used to manage patient records, track
health information, schedule appointments, regulate billing, handle hospital’s data, and facilitate other
digital healthcare services.

The movements of computer software are as follows:

2023 2022
Cost
At January 1 £77,925,658 £64,840,017
Additions 9,916,300 13,085,641
At December 31 87,841,958 77,925,658
Accumulated Amortization
At January 1| 61,017,481 56,006,481
Amortization (see Notes 19 and 20) 8,038,401 5,011,000
At December 31 69,055,882 61,017,481
Net Book Value P18,786,076 216,908,177

Refundable deposits consist of deposits made to communication and utility companies which are
expected to be recovered after termination of service.

AN EA RO
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13. Trade and Other Payables

2023 2022

Trade payables P114,402,503 £73,635,229
Accrued expenses (Note 27) 96,540,080 66,213,352
Nontrade payables 70,272,536 64,106,035
Statutory payables 19,983,068 21,372,727
Contract liabilities (Note 18) 17,699,804 28,588,528
Deposits 4,335,893 4,235,893
Others (Note 27) 92,042,578 29,297,917
P415,276,462 P287,449,681

Trade payables are payable within one year from the reporting period. Nontrade payables pertain to
liabilities to suppliers for capital expenditures. These are non-interest bearing and are normally settled
within one year from the reporting period.

Accrued expenses pertain to accruals made for personnel costs, professional services, utilities, repairs
and maintenance, and other operating expenses, which are payable within one year from the reporting
period.

Statutory payables represent government remittances pertaining to VAT payable, expanded
withholding taxes and contributions to Social Security System, PhilHealth and Home Development
Mutual Fund.

Contract liabilities pertain to advances received from patients and students prior to the start of the
semester and unearned health card revenues and accumulated loyalty points which can be redeemed
by patients in a future time (see Note 18). Revenue recognized from amount of contract liabilities
amounted to 27.3 million and £26.0 million in 2023 and 2022, respectively.

Deposits are cash bonds paid by health care providers for hospital service package and security
deposits received from lessees.

Other payables represent liabilities on union dues, cooperatives, honorariums to various hospital
committees (e.g., Pathology, Nursing, and Facility Management Consultant), refundable deposits in
excess of patient’s actual charges and other payables at the end of the financial year which are unpaid
and are due within one year or less.

14. Bank Loan

The bank loan pertains to short-term peso denominated loan availed by the Parent Company in 2020
from a local bank which is payable within 90 days with an interest rate of 5.75%.

There are no outstanding bank loans as of December 31, 2023 and 2022. Outstanding bank loan
amounted to 2100.0 million as of December 31, 2020. Net payments of bank loans amounted to
£100.0 million in 2021.

Interest expense incurred in connection with the loans amounted 2.7 million in 2021.
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15. Funds in Special Accounts

Special funds are fees collected from students and grants for students received from government
agencies which are restricted as to their use and disposition.

2023
At January 1 Receipts Disbursements At December 31
Trust funds P9.377,761 $7,992,201 (P6,434,453) 210,935,509
Supreme student’s
organization 4,197,005 1,363,802 (4,993,575) 567,232
STUFAP funds, PGMA
help and other
scholarship funds 2,009,485 - 2,009,485
Clinical eye funds 1,817,129 197,500 (16,200) 1,998,429
School organ funds 1,667,743 917,991 (2,927) 2,582,807
219,069,123 P10,471.494 (P11,447,155) P18,093,462
2022
At January 1 Receipts Disbursements At December 31
Trust funds P6,493,283 $2,900,278 (B15,800) 29,377,761
Supreme student’s
organization 3,289,380 1,106,028 (198,404) 4,197,004
STUFAP funds, PGMA
help and other
scholarship funds 2,009,486 = = 2,009,486
Clinical eye funds 2,156,794 791,000 (1,130,665) 1,817,129
School organ funds 1,225,332 442 411 1,667,743

P15,174,275 P5239.717 (P1,344,869) 219,069,123

a. Trust funds are collected from students as funds for the National Service Training Program.

b. Supreme students’ organization funds are collected from students to finance activities of the student
body.

c. Student Financial Assistance Program Funds (STUFAP), President Gloria Macapagal Arroyo
(PGMA) help and other scholarship funds pertain to grants received from government agencies to
be released as loans to qualified students for payment of their tuition.

d. Clinical eye funds are collected from students for yearbook publication.

e. School organ funds are collected from students for the publication of the School’s official paper.

The following table summarizes the reconciliation of the funds in special accounts recognized in the
consolidated statements of financial position:

2023 2022
Current portion P10,935,509 P9.377,761
Non-current portion 7,157,953 9,691,362

$18,093,462 219,069,123
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The following table summarizes the reconciliation of trust funds and special funds recognized as
current liabilities and noncurrent liabilities in the consolidated statements of financial position,
respectively:

2023 2022
Trust funds £10,935,509 P9,377,761
Special funds 7,157,953 9,691,362

£18,093,462 £19,069,123

16.

Pension Cost

The Group has a funded, noncontributory pension plan covering all its regular employees. The
benefits are based on years of service and compensation on the last year of employment.

The fund is administered by a trustee bank under the supervision of Retirement Fund Committee of the
BOD.

The retirement plan meets the minimum retirement benefit specified under R.A. No. 7641.

The School is also a member of the Private Educational Retirement Annuity Association (PERAA), a
qualified plan entitled to all the benefits provided for under R.A. No. 4917. The PERAA, which is
funded by employee and employer contributions at 3.25% of the basic pay, covers all regular
employees of the School under the school operations. Contributions to the plan amounted to

£1.0 million, 0.8 million, and 0.7 million in 2023, 2022, and 2021, respectively (see Note 21).

The following tables summarize the components of the pension cost recognized in the consolidated
statements of comprehensive income and amounts recognized in the consolidated statements of
financial position for the retirement plan.

The components of pension cost recognized as personnel cost under “Cost of sales and services” and
“General and administrative expenses” in the consolidated statements of comprehensive income are as
follows (see Note 19, 20 and 21):

2023 2022 2021
Current service cost P12,259,547 PR17,035,559  P16,593,107

The components of pension cost recognized as personnel cost under “Finance cost” in the consolidated
statements of comprehensive income are as follows:

2023 2022 2021
Interest expense on defined benefit obligation P£8.660,182 £8,624,450 P6,659,795
Interest income on plan assets (2,091,411) (1,600,964) (1,476,087)

£6,568,771 P7,023,486 P5,183,708
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The re-measurement effects recognized under other comprehensive income are as follow:

2023 2022 2021
Actuarial changes arising from changes in
financial assumptions (P20,188,183) P36,464,666 £26,274,903
Actuarial changes arising from experience
adjustments (273,934)  (13,552,389) (7,038,741)
Actuarial changes arising from demographic
assumptions - - (8,078,625)
Return on plan assets (excluding amount
included in net interest cost) (802,555) (1,839,055) (250,799)
(21,264,672) 21,073,222 10,906,738
Deferred income tax effect 5,333,239 (4,945,335) (2.469,108)
Effect of change in tax rate (Note 24) - (1,222,022)
Re-measurement gain (loss) on pension
liability, net of deferred income tax effect  (#15,931,433) P16,127.887 P7.,215,608

The amounts recognized in the consolidated statements of financial position for the pension liability as

of December 31, 2023 and 2022 are as follows:

2023 2022
Hospital
Present value of defined benefit obligation P141,922,673 P105,668,164
Fair value of plan assets 24,129,575 11,349,674
Pension liability 117,793,098 94,318,490
School
Present value of defined benefit obligation 14,623,639 12,634,065
Fair value of plan assets 11,762,477 11,391,285
Pension liability 2,861,162 1,242,780
£120,654,260 P95,561,270

Changes in the present value of defined benefit obligation in 2023 and 2022 are as follows:

2023 2022
At January 1 P118,302,229 P167,463,163
Net benefit cost in profit or loss:
Current service cost 12,259,547 17,035,559
Interest expense 8,660,182 8,624,450
Benefits paid directly from book reserve - (12,879,868)
20,919,729 12,780,141
Re-measurement in other comprehensive income:
Actuarial changes arising from changes in
financial assumptions 20,188,183 (36,464,666)
Actuarial changes arising from experience
adjustments 273,934 13,552,389
20,462,117 (22,912,277)
Benefits paid (3,137,763) (39,028,798)
At December 31 P156,546,312 P118,302,229
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Changes in the fair value of plan assets in 2023 and 2022 are as follows:

2023 2022
At January | 22,740,959 P39,507,848
Net benefit cost in profit or loss:
Interest income 2,091,411 1,600,964
Re-measurement in other comprehensive income:
Return on plan assets (excluding amount
included in net interest cost) (802,555) (1,839,055)
Contributions to the fund 15,000,000 22,500,000
Benefits paid (3,137,763) (39,028,798)
At December 31 P£35,892,052 P22,740,959
The composition of the fair value of plan assets are as follows:
2023 2022
Cash and cash equivalents P11,624 216,302
Time deposits 11,756,267 11,384,575
Unit Investment Trust Funds 17,476,635 9,581,477
Government bonds 6,522,103 1,739,425
Others 137,828 19,180
Liabilities (12,405) -
P£35,892,052 $£22,740,959
Changes in pension liability in 2023 and 2022 are as follows:
2023 2022
At January | £95,561,270 P127,955,315
Defined benefit costs recognized in profit or loss 18,828,318 24,059,045
Contributions (15,000,000) (22,500,000)
Defined benefit costs recognized in other comprehensive
income 21,264,672 (21,073,222)
Benefits paid directly from book reserve - (12,879,868)
At December 31 £120,654,260 £95,561,270

Changes in cumulative remeasurement gains on pension liability in 2023 and 2022 are as follows:

2023 2022
At January 1 $26,278,825 P5,205,603
Re-measurement gain (loss) recognized in
other comprehensive income (20,462,117) 22.912,277
Return on plan assets (excluding amount
included in net interest cost) (802,555) (1.839.055)
At December 31 5,014,153 26,278,825
Deferred income tax effect 2,154,976 (3,178,263)
P7,169,129 £23,100,562

UM
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The principal assumptions used to determine pension liability as at December 31 are as follows:

2023 2022
Parent Parent
Company School Company School
Discount rate 6.15% 6.30% 7.33% 7.24%
Salary rate increase 3.00% 3.00% 3.00% 3.00%

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as at December 31, assuming all other
assumptions were held constant:

Increase (Decrease) in Present Value of

Increase (decrease) Defined Benefit Obligation
in Basis Points 2023 2022
Discount rate +1.00% (R17,621,251) (P13,047,809)
-1.00% 21,029,181 15,471,292
Salary rate increase +1.00% 21,440,785 15,942 451
-1.00% (18,277,870) (13,642,421)

The average duration of the defined benefit obligation is 9.8 years to 12.6 years and 9.3 years to 12.1
years as of December 31, 2023 and 2022, respectively.

The Group has no definite plans as to how much it will be contributing to the retirement plan in 2024.
Shown below is the maturity analysis of the undiscounted benefit payments as of December 31:

Year 2023 2022
Year | £3,856,648 5,743,196
Year 2 7,197,096 4,188,597
Year 3 7,641,853 7,186,893
Year 4 5,586,015 8,689,856
Year 5 20,111,870 6,131,207
Year 6 — Year 10 89,884,212 75,869,979

£134,277,694 P107,809,728

17.

Equity

Capital Management
The primary objective of the Group’s capital management policy is to ensure that debt and equity

capital are mobilized efficiently to support business objectives and maximize shareholder value. The
Group establishes the appropriate capital structure for each business line that properly reflects its
premier credit rating and allows financial flexibility, while providing sufficient cushion to absorb
cyclical industry risks. No changes were made in the objectives, policies and processes from the
previous years.
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The Group is not exposed to externally imposed capital requirement. As of December 31, 2023 and
2022, the Group’s core economic capital is as follows:

2023 2022
Common shares £91,470,200 £91,470,200
Capital in excess of par value 58,326,429 56,129,429
Retained earnings
Appropriated 2,409,269,527 2,092,828,076
Unappropriated 507,622,962 411,781,851
3,066,689,118 2,652,209,556
Treasury shares (3,014,000) (3.859,000)

#3,063,675,118 P2,648,350,556

Accumulated equity in net earnings of subsidiaries amounted to P444.0 million and £342.3 million as
at December 31, 2023 and 2022, respectively. Such amounts are not available for distribution until
such time that the Parent Company receives the dividends from the respective subsidiaries.

Treasury Shares
The Parent Company has 6,028 and 7,718 common shares acquired as treasury as of

December 31, 2023 and 2022, respectively.

A portion of retained earnings corresponding to the cost of shares held in treasury amounting to

P3.0 million and 3.9 million as of December 31, 2023 and 2022, respectively, is not currently
available for distribution as dividends. Proceeds from sale of treasury shares amounted to £3.0 million,
P2.4 million and £2.9 million in 2023, 2022 and 2021, respectively.

Retained Eamings

On November 24, 2023, the BOD approved the appropriation of retained earnings amounting to
P2,403.0 million for expansion projects, dividend payments, and special reserve for pension amounting
to £2,124.2 million, £167.1 million and £111.6 million, respectively. On the same date, the approved
appropriation in the previous period amounting to £1,973.7 million was reversed. The approved
appropriations as of December 31, 2023 amounted to £2.4 billion for expansion projects, dividend
payments, special reserves for pension and treasury payments.

On March 31, 2022, the BOD approved the appropriation of retained earnings amounting to

P2.123.6 million for expansion projects, dividend payments and special reserve for pension amounting
to £1,838.7 million, 2150.7 million and 2134.2 million, respectively. On November 17, 2022, the
approved appropriation in the previous period amounting to £1,883.1 million was reversed. The
approved appropriations as of December 31, 2022 amounted to 2.1 billion for expansion projects,
dividend payments, special reserves for pension and treasury payments.

On December 16, 2021, the BOD approved the appropriation of retained earnings amounting to
£1,922.1 million for expansion projects, dividend payments and special reserve for pension amounting
to £1,796.6 million, £39.7 million and £85.8 million, respectively. On the same date, the approved
appropriation in the previous period amounting to £1,678.9 million was reversed. The approved
appropriations as of December 31, 2021 amounted to 1.9 billion for expansion projects, dividend
payments, special reserves for pension and treasury payments.
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Analysis of appropriated retained eamings is shown below:

Future Expansions

Employees’
and Other Retirement
Development Benefit Treasury

Projects Cash Dividends Obligations Shares Total
Balance at January 1, 2021 P£1,592,490,000 B40,751,395 B85,612,504 $5,340,500 B1,724,194,399
Dividend declaration - (40,206,937) = - (40,206,937)
Reversal of appropriations (1,592,490,000) = (85,612,504) (810,000) (1,678.912,504)
Appropriations 1,796,644,468 39,658,459 85,751,878 - 1,922,054,805
Balance at January 1, 2022 1,796,644,468 40,202,917 85,751,878 4,530,500 1,927,129.763
Dividend declaration - (74,808,521) = - (74,808,521)
Reversal of appropriations (1,796,644.468) ~-  (85,751,878) (671,500) (1,883,067,846)
Appropriations 1,838,660,569 150,718,234 134,195,877 — 2,123,574,680
Balance at January 1, 2023 1,838,660,569 116,112,630  134,195877 3,859,000 2,092,828.076
Dividend declaration = (112,848.,154) - = (112,848,154)
Reversal of appropriations (1,838,660,569) —  (134,195,877) (845,000) (1,973,701,446)
Appropriations 2,124,226,601 167,124,727 111,639,723 - 2,402,991,051

Balance at December 31, 2023 £2,124,226,601  #170.,389,203 $111,639,723 #3,014,000 #¥2,409,269,527

Details of the future expansion and other development projects follow:

Timeline of Accomplishments
and Completion of Projects

Appropriated
Retained Earnings

December 31, 2021
Various renovation and

continuous improvements December 2021 £260,376,766
Purchase of hospital
equipment December 2023 777,800,000
Various renovation and
continuous improvements December 2023 758,467,702
£1,796,644,468
December 31, 2022
Various renovation and
continuous improvements December 2023 P492.255281
Purchase of hospital
equipment December 2024 490,000,000
Various renovation and
continuous improvements December 2023 856,405,288
£1,838,660,569
December 31, 2023
Various renovation and
continuous improvements December 2024 P686,962,544
Purchase of hospital
equipment December 2024 1,052,940,665
Various renovation and
continuous improvements December 2023 384,323,392

£2,124,226,601
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On March 21, 2023, the BOD approved the declaration of cash dividends amounting to £62.26 per
share or 56.4 million to all shareholders of record as of March 31, 2023. Dividends were paid on
May 13, 2023. On November 24, 2023, the BOD approved the declaration of cash dividends in the
amount of P62.18 per share or B56.4 million to all shareholders of record as of November 30, 2023.
The dividends declared were paid on December 15, 2023.

On March 31, 2022, the BOD approved the declaration of cash dividends amounting to P41.34 per
share or £37.4 million to all stockholders of record as of March 31, 2022. Dividends were paid on
May 14, 2022. On November 17, 2022, the BOD approved the declaration of cash dividends in the
amount of £41.28 per share or 37.4 million to all shareholders of record as of November 30, 2021.
The dividends declared were paid on December 16, 2022.

On December 16, 2021, the BOD approved the declaration of cash dividends amounting to £44.45 per
share or 240.2 million to all stockholders of record as of November 30, 2021. Dividends were paid on

December 17, 2021.

18.

Revenue

Disageregated Revenue Information

Set out below is the disaggregation of the Group’s revenue from contracts with customers for the years

ended December 31:
By type 2023 2022 2021
Patient service revenue P2,184,793,775 P1,860,617,292 P1,697.796,918
Pharmacy sales 483,383,829 412,551,744 432,918,749
Tuition and other school fees 462,058,683 361,508,896 257,239,541
Rental revenues (Note 23) 12,612,170 13,236,614 11,818,732
Gross revenues 3,142,848,457 2,647.914,546 2,399,773.,940
Less: Senior citizen discount 177,107,535 147,290,350 143,610,538
Service discount 145,152,940 113,054,514 119,527,600
Healthcard discount - - 6,381,840
Student discount 3,144,926 3,130,142 1,740,024
Net revenue from contracts with customers P2,817,443,056 P2.384,439,540 £2,128,513,938
By customers 2023 2022 2021
Outpatient P1,292.689,906 P1,176,963,382 P1,048,464,273
Inpatient 1,375,487,698 1,096,205,654 1,082,251,394
Students 462,058,683 361,508,896 257,239,541
Lessees (Note 23) 12,612,170 13,236,614 11,818,732
Gross revenues 3,142,848,457 2,647,914,546 2,399,773,940
I.ess: Senior citizen discount 177,107,535 147,290,350 143,610,538
Service discount 145,152,940 113,054,514 119,527,600
Healthcard discount — - 6,381,840
Student discount 3,144,926 3,130,142 1,740,024
Net revenue from contracts with customers P2,817,443,056 £2,384,439,540 £2,128,513,938

Contract Balances

The Group’s trade receivables, gross of allowance for ECL, amounted to £679.7 million and
P520.9 million as at December 31, 2023 and 2022, respectively (see Note 5).

L i
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Contract liabilities include advances received from patients to perform medical services, loyalty points
earned by patients and advances received from students prior to the start of the semester, totaling
P17.7 million and £28.6 million as of December 31, 2023 and 2022, respectively (see Note 13).
Revenue recognized from amount of contract liabilities amounted to 27.3 million and £26.0 million
in 2023 and 2022, respectively.

The Group has no contract assets as at December 31, 2023 and 2022.

19. Costs of Sales and Services

2023 2022 2021
Hospital Operations
Pharmacy (Note 6) £298,219,746 £240,102,017 P228,726,918
Medical supplies (Note 6) 258,935,885 234,853,637 264,698,973
Personnel costs (Note 21) 232,944,722 204,298,468 209,930,795
Depreciation (Note 9) 166,516,281 194,534,362 174,949,159
Laboratory and medical fees (Note 6) 113,684,152 114,896,651 103,039,248
Reader’s fee 70,680,419 73,323,492 31,717,972
Communication, light and water 56,795,165 63,844 456 39,948,914
Repairs and maintenance 52,672,997 25,394,208 17,499,493
Professional fees 38,558,009 37,794,472 30,038,959
Outside services 31,926,171 26,469,967 24,201,671
Patients meals (Note 6) 23,531,981 20,076,399 20,235,031
Supplies (Note 6) 19,783,746 7,416,020 8,269,951
Amortization of right-of-use asset
(Note 23) 4,522,526 1,859,845 -
Amortization of software (Note 12) 2,680,943 1,036,142 1,918,493
Rent (Note 23) 127,575 109,655 335454
Others 23,950,015 20,055,163 15,057,670
£1,395,530,333 P1,266,064,954 P1,170,568,701
2023 2022 2021
School Operations
Personnel costs (Note 21) £154,506,008 P121,428,800 £103,638,167
Depreciation (Note 9) 23,480,130 20,417,436 22,997,183
Medical surgical supplies 21,505,212 12,975,500 12,979,212
Educational and professional
development 17,504,482 15,305,919 8,060,017
Affiliation 15,424,497 15,864,548 3,529,188
£232,420,329 P185,992,203 P151,203,767
20. General and Administrative Expenses
2023 2022 2021
Hospital and School Operations
Personnel costs (Note 21) P187,280,404 R176,731,766 P196,698,446
Qutside services 52,653,289 48,678,555 48,772,435
Supplies (Note 6) 51,978,430 27,733,410 23,945,900
(Forward)
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2023 2022 2021

Hospital and School Operations
Communication, light and water £51,090,993 P43,282,216 £39,099,167
Depreciation (Note 9) 44,445,846 46,041,658 47,051,261
Repairs and maintenance 24,829,045 21,857,764 19,640,603
Meetings, trainings and seminars 24,647,330 20,647,105 24,644,246
Professional fees 19,073,205 21,440,768 39,501,203
Provision for ECL (Note 5) 17,042,643 13,685,261 16,351,198
Taxes and licenses 12,283,270 10,958,243 10,733,339
Insurance 6,291,313 4,640,438 3,529,995
Amortization of software (Note 12) 5,357,458 3,974,858 4,930,764
Advertising 4,392,794 2,636,204 1,572,438
Transportation and travel 2,878,302 1,826,808 2,980,528
Amortization of right-of-use assets

(Note 23) 2,488,657 2,163,424 2,163,424
Management fees (Note 29) 2,083,560 1,759,457 1,836,000
Entertainment, amusement, and

representation 1,411,452 719,614 678,430
Others 66,252,170 56,569,916 49,743,319

P576,480,161 P505,347,465 P533,872,696

Others mainly pertain to monthly stipend for resident doctors, waste disposals, financial assistance,
gifts and gratuities, meals expense, inspection, accreditation, processing and filing fees.

21. Personnel Costs

2023 2022 2021
Salaries and wages P416,171,330 P357,653,201 £350,822,659
Employee benefits 145,329,888 126,959,383 142,196,681
Pension cost (Note 16)
Defined benefit plan 12,259,547 17,035,559 16,593,107
Defined contribution plan 970,369 810,891 654,961
$574,731,134 P502,459,034 £510,267.408
22. Other Operating Income
2023 2022 2021
Maintenance £5,954,500 £5,426,016 B5,380,012
Affiliation 3,881,626 3,282,506 1,757,305
Parking 3,756,922 3,422,145 2,871,092
Ambulance 1,394,480 1,689,959 1,954,570
Realized foreign exchange gain - net 32,052 11,450 5,044
Dividend income 443 878 -~
Realized gain on investment at FVTPL
(see Note 8) - 243,668
Others 7,077,455 6,046,202 8,272,664
£22,097.478 P19,879,156 $20.484355

Others include income from medical and death certificates, medical records and sale of scrap materials.
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23. Leases

Operating [ ease as Lessor

a.

Upon incorporation, the Parent Company entered into various lease agreements with tenant-doctors
for a lease term of 50 years, renewable for another 50 years at the option of the lessee. Lease
contracts subsequently entered by the Parent Company with tenant-doctors have lease terms of 1 to
5 years. Terms of the contracts state that the lessee shall pay the lessor monthly rent payable in
advance at the lessor’s office without the need of demand within the first seven (7) days of the
month. In case of default, the lessee shall pay interest at the rate of two percent (2%) of the
amount due every month. However, should the default consist for three (3) consecutive months,
the lessor may terminate this contract and demand the ejectment of the lessee from the leased
premises.

Future minimum lease payments under these renewable operating leases are as follows:

2023 2022 2021
Within one year £6,670,292 P7.432,252 B5,755,035
After one year but not more than five years 21,854,892 24,300,238 19,994,593
More than five years 104,824,899 116,021,617 113,520,998

£133,350,083 P147,754,107 P139,270,626

Total rent income from tenant-doctors amounted to 9.6 million, 9.5 million, and
P7.6 million in 2023, 2022, and 2021, respectively (see Note 18).

The Parent Company leases to various third-party tenants certain portions of hospital premises for
a term of 1-5 years, renewable upon mutual agreement of both parties, under such terms and
conditions as may be agreed upon. The lease agreements with tenants are generally based on the
agreed terms by both parties. The lessee shall pay the lessor monthly rent payable in advance to
the lessor without need of demand within the first seven (7) days of the month. The security
deposit shall be returned by the Parent Company, without any interest, within a reasonable period
after the termination of the contract or the expiration of the lease term, less such amounts as may
be necessary to answer for any and all unpaid obligations of the lessee under the contract and
damage to the leased premises; provided, that the leased premises shall have been peacefully
surrendered to the Parent Company and all utilities, liabilities, damages and obligations accruing
thereon shall have been paid in full.

Future minimum lease payments under these renewable operating leases are as follows:

2023 2022 2021

Within one year P697,632 21,897,151 PR03,762
After one year but not more than five years 2,103,696 2,747,328 -
More than five years 1,134,000 1,188,000 =
P3,935,328 P5,832,479 P803,762

Total security deposits as of December 31, 2023 and 2022 amounting to 1 .2 million are presented
as part of “Other noncurrent liabilities” in the consolidated statements of financial position.

Total rent income from third-party tenants amounted to £3.0 million, 3.7 million and
P4.2 million in 2023, 2022, and 2021, respectively (see Note 18).

I
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Operating Lease as a Lessee

The Parent Company has lease contracts for various land properties used in its operations.
Generally, the Parent Company is restricted from assigning and subleasing the leased assets.

On August 1, 2015, the Parent Company entered into lease agreements with certain individuals for
the lease of parcels of land within the hospital premises. The contracts provide term of twenty-five
(25) years, renewable upon mutual agreement of both parties, under such terms and conditions as
may be agreed upon. Under the terms of the contract, rental payment shall be made in advance on
a yearly basis and the first payment of the rental shall be on August 1, 2015, and every year
thereafter. The Parent Company shall also make an advance payment on the rental fees, to be
applied against the succeeding rentals due after the 16™ year of the term of the lease.

In 2021, the Parent Company also entered into a lease contract for a parking space under the
Quiaoit Property near the hospital premises and another two (2) lease contracts in 2022 with a mall
establishment to operate the Parent Company’s care centers. The terms of the lease contracts are 5
years, renewable for similar periods upon mutual agreement of parties subject to terms and

conditions stipulated in the contract.

The rollforward analysis of right-of-use assets are as follows:

2023 2022
Cost
At January 1 P73,543,949 P49.682,020
Additions — 23,861,929
At December 31 73,543,949 73,543,949
Accumulated Amortization
At January 1 P13,477,475 £9,454,206
Amortization (see Note 20) 7,011,183 4,023,269
At December 31 20,488,658 13,477,475
Net Book Value P53,055,291 260,066,474
The rollforward analysis of lease liabilities follows:
2023 2022
At January 1 P59,479,846 B37,809,352
Additions - 23,861,929
Interest expense 3,329,946 2,630,452
Payments
Principal (4,744,146) (2,179,246)
Interest (3,351,260) (2,642,641)
At December 31 P54,714,386 £59,479,846
Current portion P5,440,345 P4,763,143
Noncurrent portion 49,274,041 54,716,703
P54,714,386 P59,479 846
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The following are the amounts recognized in the consolidated statements of comprehensive

income:
2023 2022 2021
Amortization expense of right-of-use assets
(see Notes 19 and 20) £7,011,183 P4,023,269 P2,163,424
Interest expense on lease liabilities 3,329,946 2,630,452 2,231,891
Expense relating to short-term lease (see Note 19) 127,575 109,655 335,454

P10,468,704  P6,763,376  P4,730,769

Shown below is the maturity analysis of the undiscounted lease payments:

2023 2022 2021
Within one year P8,492,193  P8,093,089  P2,849,006
After one year but not more than five years 33,054,481 31,672,847 16,529,687
More than five years 39,943,872 47,770,652 47,770,652

P81,490,546 PB7,536,588 P67,149,345

24. Income Taxes

The Group’s current income tax on hospital operations represents the 25% regular corporate income
tax (RCIT) in 2023, 2022 and 2021.

The provision for current income tax on income from other operations represents the 20% regular
corporate income tax in 2023 and 2022 and the 1% minimum corporate income tax (MCIT) in 2021.

Pursuant to Republic Act (RA) No. 11534, otherwise known as the “Corporate Recovery and Tax
Incentives for Enterprises (CREATE)” Act, the following changes in tax rates became effective on
July 1, 2023 implemented through Revenue Memorandum Circular (RMC) 69-2023:

¢ Minimum corporate income tax (MCIT) rate is reverted to 2% of gross income which was
previously reduced from 2% to 1% effective July 1, 2020 to June 30, 2023,

e Preferential income tax rate for proprietary educational institutions and hospitals which are
nonprofit is reverted to 10% which was previously reduced from 10% to 1% effective July 1, 2020
to June 30, 2023.

Consequently, the Group’s income tax on school operations represents the preferential income tax rate
of 5.5% in 2023 in accordance with RMC 69-2023. In 2022 and 2021, the Group’s current income tax
on school operations represents income tax subject to preferential income tax rate of 1%. In 2023,
2022 and 2021, the School’s gross income from unrelated trade, business or other activity did not
exceed 50% of the total gross income derived from the school operations from all sources.

a. A reconciliation of the Group’s provision for income tax computed based on income before income

tax at the statutory tax rates to the provision for (benefit from) income tax shown in the
consolidated statements of comprehensive income are as follows:



b.

-39-

Income from Hospital Operations and Others

2023 2022 2021
Income before income tax P473,473,852 P302,378,725 R207,782,831
At statutory income tax rate 118,377,262 75,582,857 51,945,708
Additions to (reductions in) income tax
resulting from:
Interest income subjected to final tax (B5,282,240) (R744,046) (P65,852)
Dividend income (111) (219) -
CREATE adjustment on deferred taxes - - 7,643,895
CREATE adjustment on prior year
current tax expense - - (3,474,341)
Others 7,132,676 1,468,560 1,930,575
£120,227,587 R76,307,152 P57,979,985
Income from School Operations
2023 2022 2021
Income before income tax P179.,559,290 P138,502,294 R76,072,506
Statutory income tax rate 9,875,761 1,385,023 760,725
Additions to (reductions in) income tax
resulting from:
Income already subjected to final tax (368,123) (6,447) (5,619)
CREATE adjustment on deferred taxes (361,139) - 1,335,528
Nondeductible expenses 23,211 1,803 1,196
CREATE adjustment on prior year current - - (2,959,562)
tax expense
Others (1,494,871) 185,105 (128,984)
P7,674,839 P1,565,484 (R996,716)
The Group’s deferred income tax assets - net as at December 31 are as follows:
2023 2022
Deferred income tax assets:
Pension liability recognized in:
Profit or loss P27,579,415 P26,882,162
Other comprehensive income 4,427,318 =
Allowance for ECL on receivables 21,838,704 18,095,615
Lease liabilities 13,678,596 14,869,962
Unamortized past service cost 1,806,513 2,101,369
Unearned tuition and other school fees — 77,843
69,330,546 62,026,951
Deferred income tax liabilities:
Right-of-use assets 13,263,823 15,016,619
Pension liability recognized in other
comprehensive income 2,272,343 3,178,263
15,536,166 18,194,882
Net deferred income tax assets - net P53,794,380 P43,832,069

The Group’s income tax payable as of December 31, 2023 and 2022 amounted to £30.7 million

and P6.6 million, respectively.
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d. Noncash transactions pertain to payment of income tax through application of creditable income

taxes with an aggregate amount of 222.5 million, #18.5 million and £12.1 million in 2023, 2022
and 2021, respectively.

The Group recognized deferred income tax assets on temporary difference on MCIT amounting to
P17,027 in the consolidated statement of financial position as of December 31, 2021, which was
applied in 2022.

Details of APDC’s MCIT follow:

Al At At
Year January 1, December 31, December 31,
incurred Expiry date 2021 Addition 2021 Application 2022
2021 December 31, 2024 P14.464 B2,563 217,027 (R17,027) B—

25. Earnings Per Common Share

Earnings per common share amounts were computed as follows:

2023 2022 2021
Net income attributable to equity holders
of the Parent B525,130,716 P363,008,383 $226,872,068
Weighted average number of common
shares issued and outstanding 907,917 906,524 905,003
P578.39 P400.44 P250.69

There are no dilutive potential common shares for the years ended December 31, 2023, 2022 and 2021.

26. Operating Segment Information

Operating segments are components of the Group that engage in business activities from which they
may earn revenues and incur expenses, whose operating results are regularly reviewed by the BOD to
make decisions about how resources are to be allocated to the segment and assess their performances,
and for which discrete financial information is available:

For purposes of management reporting, the Group’s operating businesses are organized and managed
separately according to services provided, with each segment representing a strategic business
segment. The Group’s identified operating segments, which are consistent with the segments reported
to the BOD, are as follows:

Healthcare
Learning institution
Others

The Group has only one geographical segment as all of its assets are located in the Philippines. The
Group operates and derives principally all of its revenue from domestic operations. Thus, geographical
business information is not required.

Management monitors the operating results of its segments separately for the purpose of making
decisions about resource allocation and performance assessment. Segment revenue and segment
expenses are measured in accordance with PFRSs. The presentation and classification of segment
revenue and segment expenses are consistent with the consolidated statements of comprehensive

LT
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income. Depreciation and amortization expense and income taxes are managed on a per segment

basis.

Segment assets do not include deferred tax assets and other noncurrent assets. Segment liabilities do
not include deferred tax liabilities, income tax payable and pension liability. Capital expenditures
consist of acquisitions of property and equipment and computer software.

Depreciation and amortization consist of depreciation of property and equipment and amortization of
computer software. Adjustments as shown below include items not presented as part of segment assets

and liabilities.

Revenue is recognized to the extent that it is probable that economic benefits will flow to the Group,
and that the revenue can be reliably measured.

Financial information on the operations of the various business segments are summarized as follows:

2023
Learning Eliminating
Healthcare Institution Others Total Entries Consolidated
Income
External revenue £2.358,529.299 R458913,757 R1,063,125 $2.818,506,181 (R1,063,125) $2,817,443,056
Other income 92,461,792 32,052 — 92,493,844 (70,396,366) 22,097,478
Income from operations 2,450,991.091 458,945,809 1,063,125  2.911,000,025 (71,459,491)  2,839,540,534
Cost of sales and
services (1,395,995,799) (232,816,695) (597,659) (1,629,410,153) 1,459,491 (1,627,950,662)
General and
administrative expenses (522,665,544)  (53,173,001) (641,616) (576.480.161) (576,480,161)
Finance costs (9,808,740) (89,977) - (9,898,717) - (9,898,717)
Interest income 21,128,810 6,693,154 184 27,822,148 27,822,148
Provision for income tax (120,179,655) (9,169,710) (47,932)  (129,397,297) 1,494 871 (127,902,426)
P423470,163 P170,389,580  (P223,898) $593,635,845 (P68,505,129) B525,130,716
Other Information
Learning Eliminating
Healthcare Institution Others Total Entries Consolidated
Capital expenditures 166,906,063 P57,071,648 B- B223977,711 B £223,977,711
Segment assets 3,075,387.959 557,616,468 10,756,668  3.643.761,095 (40,934,631)  3,602,826,464
Segment liabilities 431,027,610 58,211,214 10,155,920 499,394,744 (10,095,176) 489,299,568
Depreciation and
amortization 218,402,869 23,480,130 597,659 242 480,658 242,480,658
2022
Leaming Eliminating
Healthcare Institution Others Total Entries Consolidated
Income
External revenue B2.026,060,786 P358,378,754 B1,012,500 $2,385,452,040 (R1,012,500) $2,384.439,540
Other income 79,959,706 11,450 — 79,971,156 (60,092,000) 19.879.156
Income from operations 2,106,020,492 358,390,204 1,012,500 2,465.423,196 (61,104,500)  2,404,318,696
Cost of sales and
services (1,266,479,795) (186,084,203) (597,659) (1,453,161,657) 1,104,500  (1,452,057,157)
General and
administrative expenses (470,996,480)  (34,172,470) (178,515)  (505,347.465) - (505,347.465)
Finance costs (9,378,034) (275,904) - (9,653,938) - (9,653,938)
Interest income 2,976,055 644,667 161 3,620,883 3,620,883
Provision for income tax (76,259,887) (1,565,484) (47,265) (77,872,636) - (77,872,636)
R285.882351 P136,936,810 R189.222 P423.008383 (B60,000,000) £363,008,383
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Leamning Eliminating
Healthcare Institution Others Total Entries Consolidated
Capital expenditures £193,024,557 219,619,052 P- P212,643,609 B P212,643,609
Segment assets 2,619,767,841 466,344,384 10,996,256  3.097.108.481 (40,955,083)  3,056,153,398
Segment liabilities 293,653,989 73,507,938 10,171,609 377,333,536 (10,115,628) 367,217,908
Depreciation and
amortization 244 989.361 20,417,436 597,659 266,004.456 - 266,004,456
2021
Leaming Eliminating
Healthcare Institution Others Total Entries Consolidated
Income
External revenue P1,873,014421 B255499,517 PO64,286 P2,120478224 (P964,286) $B2,128.513,938
Other income 70,253,183 248,710 — 70,501,893 (50,017,538) 20,484,355
Income from operations 1,943 267,604 255,748,227 964,286  2,199.980,117 (50,981,824)  2,148,998,293
Cost of sales and
services (1,170,843,305) (151,221,305) (597.659) (1,322,662,269) 889,801 (1,321,772,468)
General and
administrative expenses (505,082,906)  (28,562,170) (227,620)  (533,872,696) — (533,872,696)
Finance costs (9.960,975) (210,535) (10,171,510) 92,022 (10,079,488)
Interest income 262,950 318,289 457 581,696 - 581,696
Provision for income tax (58,026,271) 996,716 19,286 (57.010,269) 27,000 (56,983,269)
P199,617,097 P77,069,222 P158,750 $£276.845.069 (B49,973.001) £226,872,068
Other Information
Learning Eliminating
Healthcare Institution Others Total Entries Consolidated
Capital expenditures £219,810,095 P36,801,359 B B256,611,454 B- P256,611,454
Segment assets 2,376,115,034 384,373,095 11,228669  2,771.716,798 (41,385,079)  2,730,331,719
Segment liabilities 232,542 674 68,008,281 10,610,271 311,161,226  (10,545,628) 300,615,598
Depreciation and
amortization 228,252,018 22,997,183 597,659 251,846,860 - 251,846,860

27. Related Party Transactions

Parties are considered to be related if one party has the ability, directly and indirectly, to control 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.

The Group, in the normal course of business, has transactions with related parties as follows:

Transactions for the Years

Outstanding Balance

Nature of Terms and Ended December 31 as of December 31
Transactions Conditions 2023 2022 2023 2022
Affiliates
Philippine Long Hospital charges On demand, non-  P15320,452 P9,786339 $5339,098 £4220,243
Distance interest bearing, no
Telecommunication, impairment
Inc?
Smart Communications, Rental On demand, non- 1,860,338 1,922,235 154,070 411,209
Inc.b interest bearing, no
impairment
Sale of Inventory On demand, non- 291,792 240,214 476,858 185,065

St. Elizabeth Hospital,

Inc.*

(Forward)

stocks and oxygen
tank refill

interest bearing,
unsecured, no
impairment
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Transactions for the Years

Qutstanding Balance

Nature of Terms and Ended December 31 as of December 31
Transactions Conditions 2023 2022 2023 2022
Receivable from Parent Company
Metro Pacific Health Secondment-design to On demand, non- 171,688 - 600,689 -
Corporation cost project; interest bearing,
(MPHC) © rebooking of plane unsecured, no
fare; meals and impairment
other various
expenses
$6,570,715  P4.816,517

“ Presented as part of “Trade and other receivables” under “Patients” (see Note 5).
b presented as part of “Trade and other receivables” under “Tenants" (see Note 5).
© Presented as part of “Trade and other receivables” under “Others” (See Note 5).

Transactions for the Years

Outstanding Balance

Nature of Terms and Ended December 31 as of December 31
Transactions Conditions 2023 2022 2023 2022
Receivable from Joint Venture (see Note 5)
Davao Doctors Intercompany charges On demand, non- £11,493 211443 $£29,089,707 B29078.215
Oncology Center, interest bearing,
Inc. (DDOCT) unsecured
Iess allowance for ECL - —  (16,120,693) (16.120.693)
£12,969.014 #12957522
Transactions for the Years Outstanding Balance
Nature of Terms and Ended December 31 as of December 31
Transactions Conditions 2023 2022 2023 2022
Affiliates
Philippine Long Telephone and On demand, non- $£3,038,130 22,799,341 P- P258,942
Distance internet charges interest bearing,
Telecommunication, unsecured
Inc.¢
Smart Communications, Communication On demand, non- 523,458 1,750,978 — -
Inc.d services interest bearing,
unsecured
Metro Radlinks Synergy fee for the On demend, non- 500,000 - 500,000 -
Network, Inc. ¢ year 2023 interest bearing,
unsecured
St. Elizabeth Hospital Purchases of medicine On demand, non- - 1,872,881 - 415,612
Inc. 9 and laboratory interest bearing,
supplies unsecured
Payable to Parent Company
Metro Pacific Health Synergy fees, On demand, non- 13,645,043 8,380,000 6,007,694 500,000
Corporation personnel interest bearing,
(MPHC)* charges, and unsecured
Sophos MDR
software
license
$6,507.694 P1,174,554

4 Presented as part of “‘Others” under “Trade and other payables” (see Note 13).

¢ Presented as part of “Accrued expenses " under “Trade and other payables™ (see Note 13).

The above transactions are settled in cash.

Guarantees

There have been no guarantees provided for or received from any related party receivables or payables.



Key Management Personnel
The Group’s compensation of key management personnel for the years ended December 31 follows:

2023 2022 2021
Salaries and wages £13,875,206 P12,574,751 P17,370,640
Post-employment benefits 90,086 03,188 64,279
Other short-term employee benefits 14,374,365 20,062,124 13,171,458

P28,339,657 P£32,730,063 £30,606,377

28. Financial Instruments and Financial Risk Management Objectives and Policies

The Group’s principal financial instrument pertain to cash and cash equivalents (excluding cash on
hand), trade and other receivables, investment in retail treasury bonds, investments in FVTPL, funds in
special accounts, refundable deposits (presented as part of “Other noncurrent assets”™), trade and other
payables (excluding contract liabilities, unearned tuition and other school fees and statutory payables),
bank loan, trust funds, special funds, lease liabilities, and other noncurrent liabilities.

The Group’s policy includes that no trading in financial instruments shall be undertaken. The Group
does not actively enter into hedging transactions.

Credit Risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other
party by failing to discharge an obligation. The Group manages and controls credit risk by setting
limits on the amount of risk that the Group is willing to accept for individual counterparties and by
monitoring exposures in relation to such limits.

The Group credit risks are primarily attributable to cash and collection. The Group has a policy to
require deposits from patients upon admission and to require top-ups from patients whose bills have
exceeded deposited amount for the hospital and setting credit limits for all its student for the school.
To lessen the exposure on credit risk, the Group closely monitors its receivables on an

on-going basis. The Group’s exposure to credit risk arises from default of the counterparty.

The Group considers a financial asset in default when contractual payments are past due.
However, in certain cases, the Group may also consider a financial asset to be in default when
internal or external information indicates that the Group is unlikely to receive the outstanding
contractual cash flows in full before taking into account any credit enhancements held by the
Group. A financial asset is written off when there is no reasonable expectation of recovering
the contractual cash flows.

The Group’s maximum exposure to credit risk pertains to the gross amount of its cash and cash
equivalents (excluding cash on hand), trade and other receivables, investment in retail treasury bonds,
funds in special accounts and refundable deposits (presented as part of “Other noncurrent assets™) as
disclosed in Notes 4, 5, 11, 12 and 15.

Impairment of Financial Assets
The Group’s receivables are subject to the impairment loss model.

The Group applies the PFRS 9 simplified approach in measuring ECL which uses a lifetime

expected loss allowance for trade receivables and the general approach is applied for all other
financial assets subject to ECL assessment.
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Cash and Cash Equivalents (excluding Cash on Hand), Investment in Retail Treasury Bond, Funds
in Special Accounts
For cash and cash equivalents (excluding cash on hand), investment in retail treasury bond and
funds in special accounts, the Group applies the low credit risk simplification. The probability of
default and loss given defaults are publicly available and are considered to be low credit risk
investments. It is the Group’s policy to measure ECLs on such instruments on a 12-month basis.
However, when there has been a significant increase in credit risk since origination, the allowance
will be based on the lifetime ECL. The Group uses the ratings from the external credit rating
agencies to determine whether the debt instrument has significantly increased in credit risk and to
estimate ECLs.

While cash and cash equivalents, investment in retail treasury bond and funds in special accounts are
also subject to the impairment requirements of PFRS 9, the identified impairment loss was immaterial.

Trade Receivables (Excluding Receivable form Department of Education)

To measure the expected credit losses, trade receivables have been grouped based on shared credit
risk characteristics and the days past due. The expected loss rates are based on the payment
profiles of revenues/sales and the corresponding historical credit losses experienced within this
period. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers/counterparties to settle the
receivables.

There are no significant concentrations of credit risk, whether through exposure to individual
customers, specific industry sectors and/or regions.

Set out in the table below is the information about the credit risk exposure on the Group’s trade
receivables.

As at December 31, 2023:
Days past due
Current <30 31-60 61-90 91-120 >120 Total
Philhealth
Expected credit loss rate: 0.00%-2.90% 2.96% 2.06% 3.97% 10.55% 43.00%-100.00%
Estimated total gross carrying
amount at default P36,866238 B41.548.493 P30,703377 P26.869.125 B20,657,848 B58,866,315  B215511,3%
Expected credit loss P1,067.417 P1,228,388 P631,410 P1,066,283 P2,179,245 B25,116,127 P31,288870
Students
Expected credit loss rate: 0.00%-1.85% 0.00% 0.00% 0.00% 0.00% 64.65%-73.45%
Estimated total gross carrying
amount at default P74,847,838 B - P- B - B- #32,540,798 P107388,636
Expected credit loss ® 1,388,420 B - B - rR- P- #20,993.216 R22,381,636
Self-pay*
Expected credit loss rate: 0.00%-0.18% 10.77% 4.56% 14.15% 1.54% 62.00%-100.00%
Estimated total gross carrying
amount at default B38,114928  P1,786,052 B755224 P1,920,432 P686,71 #5,110,820 P48,374,174
Fxpected credit loss Ro64814 P192,.216 B34.399 P271562 P10,551 #3,164,811 #3,738,353

Corporate accounts, HMO, Employees, and Tenants*
Expected credit loss rate: 0.00%-0.73% 1.28% 0.74% 7.97% 6.70% 27.00%-100.00%

Estimated total gross carrying

amount at default P49.866,403 R56,882.895 B45424,702 P43,307,641 B51,117,776 P61,817.004 P308416421
Fxpected credit loss £360,866 PB725460 £334924 PR3.448,952 P3423.644 16,708,880 R25,002,726

*Self-pay, Corporate and HMO receivables are presented as part of receivables from “Patients”
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As at December 31, 2022:
Days past due
Current <30 31-60 61-90 91-120 >120 Total
Philhealth
Expected credit loss rate: 0.00% - 0.49% 4.88% 5.87% 11.47% 19.86% 89.00%-100.00%
Estimated total gross carrying
amount at default P193545392 P20,527,013 P14,841 271 B5347.103  P2,635154 P26,581,011 P263,476,944
Expected credit loss Po41,665 P1,001,294 P870,334 B613,116 P523,143 £23,754.941 B27,704,493
Students
Expected credit loss 0.00% - 2.57% 0.00% 0.00% 0.00% 0.00% 62.00%-72.00%
Estimated total gross carrying
amount at default 830,592,557 R- B = P- P22,535,839 B53,128,396
Expected credit loss P 785,010 e P - P P15,303,506 P16,088516
Self-pay*
Expected credit loss rate: 0.00% - 0.37% 17.56% 21.54% 25.38% 28.71% 82.00%-100.00%
Estimated total gross carrying
amount at default $29,100,283 R367463  B2,660.180 P124529 P1.952.144 P8.044 855 B42.249 454
Expected credit loss P2107,165 64,522 P572.895 PB31.606 P560.494 P6,591,189 £7,927,871

Corporate accounts, HMO, Employees, and Tenants*
Expected credit loss rate: 0.00%-0.92% 1.36% 2.96% 6.09% 4.48% 65.00%-100.00%
Estimated total gross carrying

amount at default P45284213 P40,672,716 822243036 R19,031487 P12.248516 B22573637 R162,053,605
Expected credit loss £413,637 B551.886 £657,519  B1,157.291 P548,372 P14,593259 #17,921964

*Self-pay, Corporate and HMO receivables are presented as part of receivables from “Patients "

Receivable from Department of Education, Receivable from Joint Venture, Nontrade Receivables and
Refundable Deposits

The Group’s exposure to credit risk on receivable from Department of Education, receivable from

joint venture, nontrade receivables and refundable deposits is influenced mainly by the individual

characteristics of the counterparty. The credit quality is further classified and assessed by

reference to historical information about each of the counterparty’s historical default rates.

Based on assessment of qualitative and quantitative factors that are indicative of the risk of default, the
Group has assessed that receivables from tenants, receivable from joint venture and other receivables
amounting to £19.4 million as of December 31, 2023 and 2022 are Stage 3 receivables. ECL
recognized for these accounts are disclosed in Note 5. Receivable from Department of Education, all
other nontrade receivables and refundable deposits are assessed to be Stage 1 since the outstanding
balances are exposed to low credit risk. ECL on these balances have therefore been assessed as
insignificant.

Liquidity Risk

The Group manages its liquidity profile to be able to finance its capital expenditures and service its
maturing debts by maintaining sufficient cash and cash equivalents, and the availability of funding
through an adequate amount of committed credit facilities.

The Group monitors its cash position using a cash forecasting system. All expected collections, check
disbursements and other cash payments are determined daily to arrive at the projected cash position to
cover its obligations and to ensure that obligations are met as they fall due. The Group monitors its cash
flow position, particularly the collections from receivables, receipts of dividends and the funding
requirements of operations, to ensure an adequate balance of inflows and outflows.

The Group also has online facilities with its depository banks wherein bank balances are monitored daily
to determine the Group’s actual cash balances at any time.
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The Group’s liquidity and funding management process include the following:

Managing the concentration and profile of debt maturities;
Maintaining debt financing plans; and,
Monitoring liquidity ratios against internal and regulatory requirements.

The table below summarizes the maturity profile of the Group’s financial liabilities based on contractual
undiscounted payments, including future interest payments:

2023
Within 1 More than 5
Total On Demand Year 1-2 Years 2-5 Years Years
Trade and other payables*® $377,593,590 P228.398.806 R149,194,784 i B- P—
Lease liabilities 81,490,546 = 8.492.193 8,928,762 24,125,719 39,943,872
Trust funds 10,935,509 10,935,509 —
Special funds 7,157,953 = 7,157,953 -
Other noncurrent liabilities 1,215,258 — = - - 1,215,258

Total undiscounted financial liabilities #478,392,856 #239.334315 PRI57.686,977 R16,086,715 B24,125719 PR41,159.130

*Excludes statutory payables and contract liabilities

2022
Within 1 More than 5
Total On Demand Year 1-2 Years 2-5 Years Years
Trade payables* P237.488.426 P150.776.448 P86,711.978 B B B-
Lcase liabilitics 87,536,588 = 8.093.089 8,492,192 23,180,655 47,770,652
Special funds 9,691,362 - & 9,691,362 = =
Trust funds 9,377,761 9.377.761 =
Other noncurrent liabilities 1,219,258 - 3.658 - 1,215,600

Total undiscounted financial liabilities P345313,395 P160,154,209 PR94.805.067 P18.187,212 #23,180,655 P4R.986.252

*Excludes siatutory pavables and contract liabilities

Fair Values
The following methods and assumptions were used to estimate the fair value of each class of financial
instrument for which it is practicable to estimate such value:

Cash and Cash Equivalents, Trade and Other Receivables, Trade and Other Payables (Excluding
Contract Liabilities, Unearned Tuition and Other School Fees and Statutory Payables) and Trust
Funds. The carrying values of these instruments approximate fair values due to relatively short-
term maturity of these financial instruments.

Investment in Retail Treasury Bonds. The fair value of the investment is based on the present
value of future cash flows discounted using current rates available for investments with the same
profile as of reporting date (Level 2). Discount rate used is 5.88% in 2023 and 5.08% in 2022.
The fair value of these investments using the appropriate valuation techniques amounted to

P5.2 million and 5.8 million as of December 31, 2023 and 2022, respectively.

Refundable Deposits. The fair value of the refundable deposits approximates the carrying values
as the timing and related amounts of future cash flows cannot be reasonably and reliably estimated
for purposes of establishing their fair values using an alternative valuation technique.

Funds in Special Accounts, Special Funds and Other Noncurrent Liabilities. The fair value of
funds and other noncurrent liabilities is estimated to be the carrying value. The amount of
unrecognized discount to carry them at present value is not material to affect the fair presentation
of the consolidated financial statements.
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29. Other Matters

Management Agreement

The Parent Company entered into an agreement with a domestic corporation to operate, manage and
run the Parent Company’s out-patient pharmacy day-to-day operations under the name and style
MedExpress. As such, MedExpress shall provide and employ a sufficient number of pharmacist, staff
and personnel to manage and operate the Parent Company’s pharmacy. All operating and capital
expenditures of the pharmacy shall be shouldered by the Parent Company, including, among other
things, the cost of the computer operating systems and software, the maintenance of computer
hardware and equipment, and cost of the services.

In consideration of the services to be provided by MedExpress, the Parent Company shall compensate
MedExpress a variable and fixed management fee, as follows: a) a maximum rate of 1.5% of net sales
per month and b) a minimum amount of 162,271 per month subject to monthly review. The
agreement took effect on January 1, 2022 and shall continue to be valid and binding until

December 31, 2023.

Total management fee amounted to £2.1 million in 2023 and 1.8 million in 2022 and 2021
(see Note 20).



