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Date: July 6, 2020
The Board of Directors
Tinaga Resorts Corporation
75 Jake Gonzales Blvd, 2nd Fl, AMC bldg.,
Angeles, Pampanga, Philippines
Determination of Fair Value of Tinaga Island Resort LOT 32” or “Company”)
Title Deed
Bearing Title Deed Number, 079-2013001622, Tinaga Resorts Corporation is a resort company situated at, above
mentioned address. The title is in the name of Tinaga Resorts Corp.
Lot Number Area (in Sq. m) Title Deed Number
Lot 32
10,000
079-2013001622

Owned by Tinaga Resort Corp., LOT 32 is a leisure resort situated at Camarines Norte, Bicol Camarines Norte,
Philippines 4605. It is a multi-building facility.
Valuation Background and Purpose
Tinaga Resorts Corp, has engaged me to determine its fair value for the purpose of securitization via a STO.
Sources of Information
To undertaking this valuation exercise, I have relied on the following sources of information:
•
•
•
•
•

Forecasts and projections concerning Lot 32
Discussions with the management of LOT 32 regarding the business operations and strategy for growth
Recent sales in Boracay island, Bohol and other beach resort locations
Secondary research of the competitors of LOT 32 to understand the market dynamics
Research websites such as Bloomberg and real estate databases.
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Valuation Methodology for determination of Fair Value
1. Valuation Methodology
i. Valuation by its very nature, cannot be regarded as an exact science and the conclusions arrived at in many
cases will be subjective and dependent on the exercise of individual judgment. Given the same set of facts
and using the same assumptions, expert opinions may differ due to the number of separate judgment
decisions. There can therefore be no standard formulae to establish an indisputable value, although certain
formulae are helpful in assessing reasonableness.
ii. To determining fair value, a valuer may therefore, use any of the approaches as per the generally /
internationally accepted valuation methodologies which in its opinion are most appropriate based on the
facts of each valuation.
iii. The internationally / generally accepted valuation methodologies have been discussed hereinafter, along
with the reasons for choice of approach used based on the facts of the company.

(A) Assets Based Approach
Under this approach, the book value / replaceable value / realizable value of the underlying assets of the
company is determined to arrive at the value of the business, depending on the facts and circumstances
applicable to a company. Usually under the assets-based approach, the methods that maybe applied are
Net Book Value Method, Net Replaceable Value, Net Realizable Value.
The business of FML is assumed to be going concern. Hence, the Asset based approaches of valuation
were not considered appropriate.

(B) Income Approach
Usually under the Income Based Approach, the methods that may be applied is Discounted Cash Flow
(DCF) Method.
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Under DCF approach, the future free cash flows of the business are discounted to the valuation date to
arrive at the present value of the cash flows of the business or capitalized using a discount rate depending
on the capital structure of the company. This approach also considers the value of the business in
perpetuity by the calculation of terminal value using the exit multiple method or the perpetuity growth
method, whichever is appropriate.
The management of FML, at this juncture, is in an ideal situation to project future cash flows from villa
leases and sales of the company. Accordingly, the DCF method has been considered appropriate.
(C) Market Approach
Under this approach the valuation is done on the basis of the quoted market price of the company in case
it is a publicly traded company, or publicly traded comparable businesses / date is reviewed in order to
identify a peer group similar to the subject company and then their multiples are applied to the entity
being valued to determine the fair value. Usually under the market-based approach, the methods that
maybe applied are Market Price Method, Comparable Multiple Method (CMM), Comparable Transaction
Method (CTM) or Price of Recent Investment Method (PORI). Under CMM method various multiple
like EV/Sales, EV/EBITDA, P/BV P/E, Price/Sales can be used to value a business depending upon the
facts and circumstances of the cases.
In the present case, for the application of the Market approach, it is to be kept in mind that the LOT 32
property is a non-listed entity. Thus, market multiples and other factors of various peer group of
companies comparable with LOT 32 should be adjusted, as deemed appropriate.

I state that I am independent of the shareholders, directors, and management of Tinaga Resorts Corp and do not
have any financial association with the shareholders, directors, and management of Tinaga Resorts Corp other
than receipt of fees in connection with the professional services provided.
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CONCLUSION OF VALUE:
In view of the foregoing information and after studying and evaluating all the physical economic and other
value factors relative to the land, we arrived at our conclusion of a blended value for the real properties, as of
July 6, 2020 as follows:
Area 10,000.00 m2
(447.90) – easement (44.79m x 10m)
2

Net Area 9,552.10m x Php 20,000 = Php 191,040,000.00
Implied business value Php

= Php 228,960,000.00

Blended valuation Php

= Php 420,000,000.00. (US$8.40 million)

Risk free rate:
The nominal risk-free rate of return is considered as 3.27%. 10-year govt bond yield for Philippines is used for
the purpose of arriving at nominal risk-free rate
Equity risk premium:
The Risk Premium R(m) based on the normal long-term return from the Philippines stock market. I have
considered the risk premium of 7.76%. (Source: Stern NYU)

Beta:
Beta is a measure of the volatility, or systematic risk, of a security or a portfolio in comparison to the market.
Beta of 1.07 pertaining to the relevant industry is considered for the valuation. (Source: Stern NYU)
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Company Specific Risk Premium:
Since the company would be offering Security Token and it causes significant risk to investors. Company will
have to follow several compliances. This could pose corporate governance issue and hence, accordingly,
additional company specific risk premium of 10% has been assumed in case of LOT 32.
Long Term Growth Rate (LTGR):
LTGR is the rate at which we expected to grow in perpetuity. Thus, a conservative LTGR of 5% (less than the
Philippines GDP growth rate of greater than 6%) has been assumed.
Working Capital:
•

Trade Receivables: Since, is such kind of businesses, customers either pay in advance or right at the time
of recording an invoice, there are ideally no receivable days. However, on conservative basis, 7 days is
considered for the purpose of valuation.

•

Trade Payables: As per the credit period agreement entered by LOT 32, 30 days has been assumed for
Trade Payables

Capex:
LOT 32 is functioning as a resort and significant expansion and development is assumed during the forecast
period. Accordingly, nominal maintenance capex has been assumed for the near midterm which would offset by
deprecation and thus it would not have any impact on the valuation.

For Relative Valuation, two cases have been considered. The average valuation of the two has been considered
as valuation through Market approach.
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1) Ayala Land acquisition of El Nido Resorts

Particulars
Amount Paid - PHP
Stake
Implied Value - PHP
FY 3 Revenue - 9 months of subject company - PHP
Implied FY 3 Revenue - PHP
Implied FY 3 Revenue Multiple
FY 3 Revenue - USD
Multiple
Implied Business Value - USD

Amount
2,000,000,000
60%
3,333,333,333
2,930,000,000
3,906,666,667
1.172
$14,253,387
1.172
$16,704,970

2) Valuation of Laguna Resort
Case 2 - Laguna
Particulars
Price - PHP
Ares in sqm
Price/Sq m - PHP
Location Premium
Comparable price - PHP
Area of Subject company
Implied Business Value - PHP
Implied Business Value - USD

Amount
566,950,000
12,678
44,719
50%
67,079
10,000
670,787,979
$13,415,760

Note: Since the LOT 32 commands a premium due to the fact that this beach was voted the #1 beach in the
Philippines by PWC. A premium of 50% has been assumed in case of beach land valuation through a comparable
such as Laguna Resort.
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PROPERTY VALUATION REPORT
The Board of Directors
Tinaga Resorts Corporation
75 Jake Gonzales Blvd, 2nd Fl, AMC bldg.,
Angeles, Pampanga, Philippines
In fulfillment with our agreement, we are delighted to present my valuation report on the opinion of the FAIR VALUE
(MV) of Tinaga Island Resort LOT 32, a leisure resort and a multi-building facility situated at Camarines Norte,
Bicol Camarines Norte, Philippines 4605 appraised as of 6 July 2020. The report includes my value conclusion
along with supporting data and reasoning that constitute the basis of my opinion.
The value opinion reported is qualified by certain definitions, limiting conditions and disclaimers set forth on this report.
With this analysis, I developed an opinion for the Fair Value as of 06 July 2020

JEROME L. BALICO
CPA Cert. No. 96997 PRC valid until January 11, 2022
TIN. 914-072-117
P.T.R. No. 1882940, 01-21-2020, Bacoor City
BOA Reg. No. 6250 Valid Until January 11, 2022
BIR Cert. 09-006600-001-2020, Valid Until February 6, 2023
July 6, 2020
Bacoor City
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