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NOTES TO THE FINANCIAL STATEMENTS

For the years ended December 31, 2020 and 2019
(Amounts expressed in balboas)

1.- GENERAL INFORMATION

On May 26, 2014, by means of a public deed, Property number 419045 was incorporated into the condominium
regime. This proceeding involved the segregation of each unit to form separate properties. Accordingly, the Owners’
Meeting of Asamblea de Propietarios de la PH Bahía Playa Serena – Torre 200 arises (hereinafter referred to as the
“ ” or “ ”).Entity Tower 200

Tower 200 is built on a plot of land that is located in Nueva Gorgona, Chame District, Panama Oeste Province. One
30-story tower composed of 129 units, twenty-seven (27) of which are one-bedroom (1) units, seventy-six (76) of
which are two-bedroom (2) units; twenty-six (26) of which are three-bedroom (3) units; one hundred and �fty-nine
(159) parking spaces and �fty-one (51) storage spaces.

Tower 200 common areas in accordance with public deed are as follows:

 Swimming Pool
 Observation Deck
 Terrace
 Sport Courts

 Sport Bar
 Restaurant
 Children’s play area

2.- ACCOUNTING RECORDS AVAILABLE TO PREPARE THE FINANCIAL STATEMENTS

The accompanying �nancial information, as at and for the years ended December 31, 2020 and 2019, are the �rst
�nancial statements prepared by the Asamblea de Propietarios de la PH Bahía Playa Serena - Torre 200 since its
incorporation on May 26, 2014.

All content in this report is an English translation of its original Spanish language version. For all events, the version
that prevails is the original in Spanish.
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II.- The current administration keeps detailed information (incorporated into a software that is not an accounting
record) from 2017 to current date.

The accompanying �nancial information has been prepared with the following limitations:

I.- The �nancial information for years from 2014 to 2016 was requested to the predecessor custodians. The
managment did not receive any answer; accordingly, were unable to recover such data.

Given the signi�cant limitations to produce �nancial information that includes all the historical records of the entity,
Management opted for recording the �nancial information by performing the following procedures:

 Record the opening balances, by taking December 31, 2018 as cutoff date. One month of data recorded for an
approximate of 300 records.
 Record all the accounting information for 2019 in order to be able to produce �nancial statements that are
comparative to 2020. Twelve months of accounting records for an approximate of 3,000 records.
 Record all the accounting information for 2020. Twelve months of accounting records for an approximate of
3,500 records.

In short, 25-month accounting data were recorded for approximately 6,800 accounting records.

The above-mentioned procedures gave as result the accompanying �nancial statements for the years ended 2019
and 2020.

Had the administration been able to have the accounting information for the years from 2014 to 2018 available (55
month accounting records) the results would have been different or signi�cantly different to current results.

In accordance with the evaluation made, the main differences might have arisen in:

 Accounts receivable from or payable to the towers.
 Accumulated surpluses.
 Potential assets or liabilities in favor of or to the Property developer.
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The articles of the Asamblea de Propietarios de la PH Bahía Playa Serena - Torre 200 provides for a cutoff of its
accounts and the preparation and publication of general-purpose �nancial statements once a year on December 31.
For legal reporting purposes in Panama, the separate or individual �nancial statements are the only �nancial
statements of entities.

The �nancial statements are presented in balboas, which is the functional currency of the entity. The balboa, the
monetary unit of the Republic of Panama is at par and freely exchangeable with the United States dollar (US$). The
Republic of Panama does not issue its own paper currency and, in lieu, the dollar of the United States of America is
used as legal tender.

For the purpose of presentation in the statement of �nancial position, cash and cash
equivalents includes cash on hand and cash in banks. Cash is not pledged.
Cash and cash equivalents –  

 Revenues from condominium maintenance fees are recognized as revenues using the accrual
basis of accounting. They are generated for the established purposes, associated these purposes with the
administration, conservation, repair of common goods and those of the same nature that are derived from the
regulation of use and do not constitute reserves for other different purposes.

Revenue recognition –

Expenses are recognized in the statements of pro�t and loss when there is a decrease in
future economic bene�ts related to decreases in an asset or increases in a liability that can be reliably measured.
This implies that an expense is simultaneously recorded with the increase in liability or decrease in asset.

Expense recognition – 

The entity recognizes expenses immediately when they do not generate future economic bene�ts or do not meet the
requirements to be recorded as an asset.

These assets are stated at cost; less accumulated depreciation and accumulated
impairment losses.
Furniture and equipment – 

The �nancial statements have been prepared by the entity in accordance with international
standards of accounting and reporting accepted in Panama (ISAR), which are based on International Financial
Reporting Standards for Small and Medium-sized Entities (SMEs), 2017 version, as authorized by the International
Accounting Standards Board (IASB).

Basis of preparation – 

3.- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
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Accounts receivable include condominium maintenance fees (HOA) from co-owners, which
are presented at their par value. The accounting records do not include any allowance for doubtful accounts
because the good standing certi�cate granted by the entity hedges the collection of maintenance fees.

Accounts receivable – 

Trade accounts payable do not explicitly bear interest and are initially recognized at fair
value and subsequently they are carried at their amortized cost.
Trade accounts payable - 

Financial assets and �nancial liabilities are recognized in the statement of �nancial position
of the entity when they have become a party to the contractual provision of the instrument.
Financial instruments – 

Financial assets and liabilities shown in the
statements of �nancial position are classi�ed according to maturity as current and non-current depending on
whether they are expected to be realized or settled within twelve months or less (current) or more than 12 months
(non-current).

Classi�cation of current and non-current �nancial assets and liabilities - 

Current labor regulations require that, at the end of the employment relationship,
whatever its cause, the employer recognizes in favor of the employee a seniority premium at the rate of one week's
salary for each year of service, for which the entity has established an accrual. In addition, Tower 200 is liable to pay
employees who are dismissed without justi�able cause; for which a provision was recorded for the percentage
required by labor regulations.

Accrual for severance bene�ts – 

Tower 200 has created the accrual for severance bene�ts, which includes, in addition to the monthly portion
corresponding to the employee's seniority premium, consisting of 1.92% of the total accrued salaries required by
current labor regulations, 0.654% of salaries in respect of indemnity corresponding to 5% of the percentage required
by regulations.

  Restaurant furniture      20%
  Drinking water pump     20%
  Computers                      33%

 Printer                               33%
  Air conditioner                33%

Depreciation is calculated using the straight-line method based on the originally estimated useful lives of the assets.
The following rates are used for depreciation:
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For reporting purposes of the statements of cash �ows, cash and cash equivalents include cash and banks. Cash
and cash equivalents at the end of the year, as shown in the statements of cash �ows, may be reconciled with the
related items in the statement of �nancial position as follows:

Since the national emergency arose, Management created a cash reserve to cover any contingency that might occur
during the pandemic. This cash reserve at December 31, 2020 is equivalent to approximately 3 months of expenses
to be incurred by Tower 200.

5.- ACCOUNTS RECEIVABLE

Accounts receivable include condominium maintenance fees (HOA) from co-owners.

4.- CASH AND CASH EQUIVALENTS

The �nancial statements of Tower 200 include the �nancial statements of Bahia T1
Apto. 5E, S.A.

 Principles of Consolidation –

There is a controlling interest in this company since December 17, 2019 when the Property developer assigned 100%
of its shares in such company. Bahia T1 Apto. 5E, S.A. has been inactive and owns a single asset, which is
comprised of apartment 5E located in Tower 100.

The preparation of �nancial statements in conformity with accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the �nancial statements and
their accompanying notes. These estimates have been made based on information available at December 31 of each
year on analyzed events and it is possible that future events compel their modi�cation in the following periods.

Use of estimates - 
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According to current legislation, a default interest of 20% is charged on maintenance fees in arrears. A maintenance
fee is considered in default when the payment is 61 days past due.

Debts of the Property developer

During 2020, management, in agreement with the board of directors, decided to suspend the default charges, in
response to the situation generated by the pandemic. Default interest payment could be reactivated on a
prospective basis, without prior notice.

On December 18, 2019, the condominium board presidents of both towers entered into a tripartite agreement with
the Property developer. Under this agreement Bahía Resort Corporation acknowledged a debt for $266,000 owed to
Tower 200. This debt should be paid by assigning the shares of the entity named Bahía T1 APTO 5E, S.A., the single
owner of apartment 5E located in Tower 100 of this property.

Accounts receivable include debts of the Property developer, which are described below:

Management has not recorded an allowance for doubtful accounts, as maintenance fees are hedged with the same
real estate unit that gives rise to it. Management has adopted the practice of not granting the good standing
certi�cate to units that are not solvent with their payments. The solvency certi�cate (good standing) is an essential
document to carry out purchase-sale transactions of properties.

Default interest

The aging of these accounts receivable is summarized below:
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Therefore, the accounting records show the accumulated debt of the developer until the aforementioned situation of
the tripartite agreement is not resolved between the parties involved.

The Board of Directors convened an extraordinary co-owners’ meeting on August 4, 2018, to decide whether to
accept this payment proposal. At that meeting the majority of co-owners decided to accept that property unit for the
assigned value of $315,000.

Subsequently, the legal delivery of that property unit was recorded in July 2019. At that date, the value of the asset,
according to appraisal made, was $270,000 so a loss from payment in kind of $45,000 resulted from this operation.

At July 31, 2018, the Property developer had accumulated debts for maintenance fees totaling $315,000. For
purposes of honoring that accrued liability, the debtor offered the delivery of one of its property units located in
Tower 200, i.e., apartment 14D.

6.- ASSETS CLASSIFIED AS HELD FOR SALE

The regular annual co-owners’ meetings were held on January 25, 2020 (Tower 100 and Tower 200). The meeting
agenda included the approval of the above-mentioned tripartite agreement; however, several owners requested to
leave evidence of their nonconformity in the minutes as to the way the tripartite agreement was carried out, reason
for which it was decided that the owners concerned should form a group to examine the agreement and then submit
their opinions. Then, the tripartite agreement was excluded from the agenda of the day and accordingly, it was not
perfected and becomes unenforceable.

Though the tripartite agreement signed by the condo board presidents of both towers and the Property developer
provided that the owners’ meeting should be expected to ratify this agreement on December 18, 2019, the Property
developer assigned, in favor of Tower 200, the shares held by Bahía T1 APTO 5E, S.A., being 200 Tower the current
owner of apartment 5E, although the agreement had not been perfected.

The debtor also agreed to deliver one storage space and one covered tandem parking space through this
transaction to be incorporated into the property unit 14D in Tower 200.

One clause of such tripartite agreement set forth that the parties agreed that the Property developer should pay the
debt owed to Tower 100 of B/. 40,000 and Tower 200 for an amount of B/. 266,000, B/. 306,000 in total,
immediately after the rati�cation of this tripartite agreement by both towers.
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The loss at July 31, 2019 originates from the accepted values of that payment in kind. While the two additional
losses, one at December 31, 2019 and the other at December 31, 2020, were caused by an impairment in market
value.

Two new appraisals were obtained for the years ended December 31, 2019 and 2020, which gave as result that the
market value of this asset was $257,500 at December 31, 2019 and $225,000 at December 31, 2020. Therefore, an
impairment loss of that asset of $12,500 was recorded for the year ended 2019, while the additional loss recorded
for the year ended 2020 was $32,500.

7.- PROPERTY UNIT 5E IN 100 TOWER

However, 40 days before the regular annual meeting of co-owners, 100% of the shares of Bahía T1 APTO 5E, S.A.
were transferred in favor of 200 Tower. Consequently, that entity became the sole owner of that company and
indirectly the owner of 5E apartment located in 100 Tower.

Since such transfer depended on the approval of the tripartite agreement by the co-owners, the transfer of shares of
that entity had to occur at a date after its ordinary annual meeting. This meeting took place on January 25, 2020.

To this purpose, Bahia Resort Corporation would transfer the shares of Bahía T1 APTO 5E, S.A., the owners’ meeting
of which was the owner of apartment 5E, located in 100 Tower.

On December 17, 2019, the condominium board presidents of Tower 100 and Tower 200 entered into a tripartite
agreement with Bahia Resort Corporation. Under the agreement the parties agreed that Bahía Resort Corporation
would pay the debt for a total amount of $306,000 owed to both towers. This would be effective after the
rati�cation of that tripartite agreement by the owners’ meeting.

This transaction is summarized below:
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The account receivable from Asamblea de Propietarios de la PH Bahía Playa Serena corresponds to cash delivered
by Tower 200 to Tower 100, to complete the cash �ow required to reimburse the painting expense of 100 Tower. This
operation is in the understanding that Tower 100 is liable to contribute, with an equal sum of money, at the time or
opportunity when 200 Tower decides to paint its external structure.

At December 31, 2020, the market value of apartment 5E was $245,000 i.e., the value assigned to the investment in
the associate, with balancing entry in liabilities in favor of the Property developer.

This debt has no de�ned maturity and is non-interest bearing. It is classi�ed as long-term as it is expected to be
payable after December 31, 2021.

Since the Asamblea de Propietarios de la PH Bahía Playa Serena – Torre 200 is the sole owner of Bahía T1 APTO 5E,
S.A., the underlying asset rather than the investment is shown when presenting the �nancial statements, since it is
eliminated in the consolidation.

8.- ACCOUNT RECEIVABLE FROM ASAMBLEA DE PROPIETARIOS DE LA PH BAHÍA PLAYA SERENA

Due to these events Tower 200 ended up owning an asset (the shares of Bahía T1 APTO 5E, S.A.) with a carrying
value of $290,000 (a value that is equal to the market value of apartment 5E, at December 31, 2019) and, in
contrast, an equivalent debt with Bahia Resort Corporation. This was the operation because there was no way to
apply it to the Property developer's debt for $306,000 as long as the tripartite agreement is not accepted, amended
or otherwise  resolved.ipso jure

Subsequently, on January 25, 2020, the co-owners did not ratify the tripartite agreement; therefore, the agreement
was not perfected and became unenforceable.
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The account payable to the Asamblea de Propietarios de la PH Bahía Playa Serena is composed as follows:

11.- ACCOUNT PAYABLE TO ASAMBLEA DE PROPIETARIOS DE LA PH BAHÍA PLAYA SERENA

10.- ACCOUNTS PAYABLE TO SUPPLIERS

They correspond to accounts payable to providers of consumables and services. These accounts payable are
generated during the normal course of daily operations. They are non-interest bearing, their maturity ranges
between 30 and 60 days.

Furniture and equipment, net are composed as follows:

9.- FURNITURE AND EQUIPMENT, NET
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 Short-term loan granted in November 2019 for $3,000, to complete the payroll payable to the employees of
the Owners’ Meeting of PH Bahía Playa Serena- Torre 200.
 An account payable for $3,000, equivalent to twelve condominium maintenance fees for 2020 of apartment
5E, owned by Bahía T1 APTO 5E, S.A., a company owned by the Owners’ Meeting of PH Bahía Playa Serena -
Torre 200.
 A net balance payable for $6,885 (December 31, 2019 B /.5,059), resulting from operating expenses incurred
during 2020. The expenses for the common areas are distributed in equal portions to each tower. Then, at
year-end, the common expenses are equally distributed between the towers for years 2019 and 2020.

These accounts do not include cash �ows that might have been generated in prior years to 2019 due to the
limitations mentioned in note 2 to these �nancial statements.

In February 2019, an inspection was carried out in pool number 3. As a result, a technical report was obtained, which
stated that the metal structure surrounding that pool was completely corroded; therefore, it was required to replace
the entire base and the �oor built above it.

They correspond to condominium maintenance fees paid in advance by co-owners. These prepaid condominium
maintenance fees shall be earned as revenues during 2021. Condominium maintenance fees collected in advance
are non-interest bearing.

Revenues from condominium maintenance fees (HOA) are categorized by type of property unit as follows:

14.- EXTRAORDINARY CONDO MAINTENANCE FEE

13.- CONDO MAINTENANCE FEES OF CO-OWNERS

12.- ADVANCES RECEIVED – CONDO MAINTENANCE FEES
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The initial management fund corresponds to the contractual clause, included in the purchase-sale documents of
property units, which, upon each sale, originates an amount of $3,000 in favor of the entity The amount generated
during the year ended December 31, 2019 corresponds to the contribution for the sale of four property units during
2019.

16.- OTHER REVENUES

Other revenues include the following items:

The loss during the year ended December 31, 2019 from the sale of food and beverages is as follows:

Sales managed by the residential complex itself, made during the periods in which the restaurants were not granted
in concession to third parties are reported within food and beverage caption.

15.- INITIAL MANAGEMENT FUND

The total cost of the repair was $40,653, being equally distributed between the two towers. In order to complete the
expenditure that corresponded to Tower 200 in March 2019, each apartment was noti�ed of an extraordinary fee of
$147. This fee was honored by the 129 property units of 200 Tower.  Repairs began in July 2019 and ended in
September of the same year.
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The movement of the accrual for severance bene�ts has been as follows:

Expenses for salaries and other remunerations for the year ended December 31 are detailed below:

Due to the pandemic, there was no standardized activity and therefore the openings and closures of the restaurants
were �uctuating as required by the government and the �ow of diners. During 2020, restaurants generated neither
revenues nor expenses.

17.- SALARIES AND OTHER REMUNERATIONS

During the year ended December 31, 2020, the three restaurants were granted as concessions to a third party.
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19.- MAINTENANCE SERVICES

Maintenance services include the following contracts:

Basic services comprise the following:

18.- BASIC SERVICES
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Expenses incurred in fees are comprised as follows:

Repairs are composed as follows:

20.- REPAIRS

21.- FEES
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24.- INCOME TAXES

PH´s registered under the condominium regulation regime, in accordance with article 31 of Law 13 enacted on April
28, 1993, as amended by Law 39 enacted on August 5, 2002, are tax-exempted because their purpose is to comply
with the obligations associated with the management, preservation, and repair of common assets and those similar
obligations kept within the parameters of the regulatory regime of condominiums and have no pro�t purposes.

23.- OTHER EXPENSES

Other expenses comprise the following items:

Losses from payment in kind and impairment of market value of property received in payment are as follows:

22.- LOSSES FROM PAYMENT IN KIND AND IMPAIRMENT OF MARKET VALUE OF PROPERTY RECEIVED IN
PAYMENT
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On January 30, 2020, the World Health Organization (WHO) declared the outbreak of the new SARS-CoV-2 or
COVID-19 as a "Public Health Emergency of International Concern". On March 11, 2020, WHO con�rmed that the
COVID-19 outbreak reached pandemic level, which could signi�cantly affect all countries. In order to deal with this
international public health emergency, the Panamanian government adopted various containment measures, aimed
at restricting the free movement of persons, including quarantine, social isolation, temporary closure of companies
and businesses, among other measures. The Government of Panama also took steps to preserve access to
essential services during this health emergency, such as water and electricity, especially for lower-income residential
customers, small and medium-sized enterprises, and institutions that provide other essential services, such as
health facilities. These measures relate to temporary suspension of power outage due to non-payment and deferral
of payment of electricity bills for a certain number of months, without interest or penalties chargeable to customers.

Tower 200 adopted procedures to prevent or mitigate the effects of COVID-19 contagion on the labor �eld, while
ensuring the continuity of the day-to-day operations of the residential complex. This has been made possible thanks
to the use of telework, for employees whose work can be carried out remotely and other measures at the individual
level, for each type of activity that takes place on a daily basis in this residential complex.

26.- FINANCIAL RISKS

On March 13, 2020, the Government of Panama declared a state of national emergency as a result of the effects
generated by the infectious disease COVID-19 caused by coronavirus.

Thereafter, Tower 200 implemented a plan to mitigate the �nancial risks associated with that state of emergency. A
sensitivity analysis was developed for this purpose. A sensitivity analysis is a management tool that allows the
entity to foresee expected results based on a number of variables, thus helping to understand uncertainties,
limitations and scopes of the state of emergency in terms of their �nancial effects.

All of Tower 200's efforts remain focused on ensuring proper and safe operations, while safeguarding the health and
safety of employees and residents, by meeting the various measures to contain the pandemic.

In relation to the degree of uncertainty generated within the macroeconomic and �nancial environment in which the
entity operates and its effects on pro�ts and losses at December 31, 2020, there has been a slight increase in the
delinquency of maintenance fees and an impairment of the value of their properties.

25.- COVID-19
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At December 31, 2020, the conclusion of the risks is as follows:

   Tower 200 has operated and continues to operate with a reasonable margin of liquidity. Policies
require the preparation of monthly revenue and expense budgets. Therefore, an expense is agreed only if the
month's cash �ow covers it. In addition, the Board of Directors agreed to maintain a cash reserve of no less
than two months of expenses, determined on the basis of the average disbursements of the previous months.
In conclusion, liquidity risk is appropriately mitigated at the end of the 2020 �nancial year.

Liquidity risk.

   Maintenance fees receivable have been monitored throughout 2020. The delinquency statistics,
compared to those of the previous year, allow for concluding that there has been no signi�cant change in
delinquency. Co-owners in default are basically the same as before the national emergency. Therefore, the
conclusion is that at the end of the 2020 �nancial year the credit risk has not disproportionately increased.

Credit risk.

   Market prices have had the evolution speci�ed below. Tower 200 owns non-monetary assets and
is therefore exposed to market value �uctuations or impairment, in its statement of pro�t and loss. The loss
for the year ended December 31, 2020, due to impairment in the market value of the property unit 14D, was

Market risk.

$32,500. Finally, as additional data, based on available information, the value of the square meter has evolved
from approximately $2,028 at December 31, 2019 to $1,772 at December 31, 2020. That value �uctuates
depending on the quality of the property and the view it offers

The conclusion on risks, at December 31, 2020, might change in the future, as these are dynamic variables that
require constant monitoring and measurement, in order to have an appropriate risk mitigation plan.

   This risk refers to the possibility of incurring losses for not having su�cient cash to meet
committed payment obligations when due and not being able to carry out normal activities under the usual
conditions.

Liquidity risk.

   This risk refers to the possibility of suffering a loss because of a default by our counterparty in a
�nancial transaction, that is, the risk that we would not be able to collect monthly maintenance fees.
Credit risk.

    It is a systemic risk arising from the condition of global market uncertainty that affects, to a
greater or lesser degree, all existing assets in the economy.
Market risk.

In order to have a risk control tool a simulation model was developed, based on three scenarios i.e., optimistic,
probable and pessimistic. For each of them, a number of variables were taken into account that, if given, led to
economic-�nancial strategies in line with the scenario that was generated, as the pandemic progressed.

The evolution of the pandemic between March and December 2020 had a development that allowed us to operate in
the probable scenario during all the months.

Financial risks that were considered in the analysis follow:
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28.- APPROVAL OF FINANCIAL STATEMENTS

These �nancial statements have been approved by management and the current board of directors and authorized
for issuance on March 17, 2021.

From January 1, 2021 to the date of issuance of these �nancial statements, we are not aware of any �nancial or
any other events that signi�cantly affect the �nancial position and the results presented.

27.- SUBSEQUENT EVENTS
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The combined �nancial statements of the Owners’ Meeting of PH Bahía Playa Serena and the Owners’ Meeting of
PH Bahía Playa Serena – Torre 200 have been prepared by management for purposes of additional analysis. This
information is prepared in conformity with the basis set forth for the preparation of �nancial statements presented
as basic information.

The combined �nancial statements are those showing the operating results and �nancial position of both towers, as
if they were a single economic unit. In addition, they express the strength of the two entities that are part of the
combination, both of assets and liabilities, and of the results obtained.

The combination of the �nancial statements provides co-owners with a more comprehensive view of the combined
statement of �nancial position and the statement of revenues and expenses, which would not have been possible to
represent otherwise as a whole.

1.- ADDITIONAL FINANCIAL INFORMATION. COMBINED FINANCIAL STATEMENTS




