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WATERFRONT

PHILIPPINES

August 29, 2018

Dear Stockholder:

Please be advised that the annual meeting of the stockholders of WATERFRONT
PHILIPPINES, INC. (the “Corporation”), will be held on Saturday, October 13, 2018 at
10:00 a.m. at the Waterfront Cebu City Hotel, Lahug, Cebu City for the purpose of
transacting the following business:

1. Call to Order

2. Report on Attendance and Quorum

3. Approval of Minutes of Previous Stockholders’ Meeting

4. Report to Stockholders for the Year 2017

5. Ratification of Resolutions and Acts of the Board and Management for 2017
6. Election of Board of Directors for the Ensuing Term 2018-2019

7. Appointment of External Auditor

8. Appointment of External Counsel

9. Other Business

10. Adjournment

The record date for the purpose of determining the stockholders who are entitled to vote
in said stockholders’ meeting is September 20, 2018. The stock and transfer book will
be closed from September 21, 2018 to October 13, 2018.

If you are not attending, you may submit a proxy instrument to the office of the
Corporate Secretary of this Corporation at the address below. Corporate stockholders
are requested to attach to the proxy instrument, their respective board resolutions in
support of their proxies.

On the day of the meeting, you or your proxy are hereby requested to bring this notice
and any form of identification with picture and signature (e.g. driver’s license, SSS ID,
company ID, etc.) to facilitate registration.

—

ARTHUR R. PONSARAN
Corporate Secretary
Waterfront Cebu City Hotel
Lahug, Cebu City



10.

11.

12.

SECURITIES AND EXCHANGE COMMISSION

SEC FORM 20-IS

INFORMATION STATEMENT PURSUANT TO SECTION-20° 1= 0 o,
OF THE SECURITIES REGULATION CODE : . T

Check the appropriate box:

[ /] Preliminary Information Statement

[ ] Definitive Information Statement

Name of Registrant as specified in its charter WATERFRONT PHILIPPINES, A{NCORPORATED

PHILIPPINES
Province, country or other jurisdiction of incorporation or organization

SEC Identification Number AS$-0994-8678

BIR Tax Identification Code D30-003-978-254-NV

No.1 Waterfront Drive, Off Salinas Drive, Lahug, Cebu City 6000
Address of principal office Postal Code

Registrant’s telephone number, including area code

(02) 559-0130

October 13, 2018 at 10:00 a.m. at Waterfront Cebu City Casino Hotel, Inc. Lahug, Cebu City
Date, time and place of the meeting of security holders

Approximate date on which the Information Statement is first to be sent or given to security
holders: September 24, 2018

In case of Proxv Solicitations:

Name of Person Filing the
Statement/Solicitor:

Address and Telephone
No.:

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA
(information on number of shares and amount of debt is applicable only to corporate
registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding

Common Shares - P1.00 par value 2,498,991,753

Are any or all of registrant's securities listed in a Stock Exchange?

Yes X No

If yes, disclose the name of such Stock Exchange and the class of securities listed therein:
Philippine Stock Exchange - Common shares
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PART L.

A. GENERAL INFORMATION

Item 1. Date, time and place of meeting of security holders

a.)

b)

The annual meeting of the stockholders of Waterfront Philippines, Incorporated is
scheduled to be held on October 13, 2018 at 10:00 a.m. at the Waterfront Cebu City Casino
Hotel, Inc. Lahug, Cebu City. The complete mailing address of the principal office of the
registrant is No.1 Waterfront Drive, Off Salinas Drive Lahug, Cebu City.

Approximate date on which the Information Statement is first to be sent or given to security
holders: September 24, 2018.

Item 2. Dissenter’s Right of Appraisal
The shareholders shall have appraisal right or the right to dissent and demand payment of the
fair value of their shares in the manner provided under Section 81 of the Corporation Code, under
any of the following circumstances:

= [n case any amendment to the Articles of Incorporation has the effect of changing or
restricting the rights of any stockholders or class of shares, or of authorizing
preferences in any respect superior to those of outstanding shares of any class, or of
extending or shortening the term of corporate existence;

* Incase of sale, lease, exchange, transfer, mortgage, pledge, or other disposition, of all
or substantially all of the corporate property and assets as provided in the
Corporation Code; and

= In case of merger or consolidation.

Under Section 81 and 82 of the Corporation Code, stockholders who dissent to certain
corporate actions are given the right appraisal as provided in the Corporation Code. Among
others, appraisal rights are available to dissenters in case the corporation invests its funds in
another corporation or business for any purpose other than its primary purpose. The
appraisal right may be exercised by any stockholder who shall have voted against the
corporate action, by making a written demand on the corporation within (30) days after the
date on which the vote was taken for the payment of the fair value of his shares.

“Indication whether there is any matter to be taken up which will give rise to the exercise of
the dissenter’s right of appraisal-there is none.

Item 3. Interest of Certain Persons in or Opposition to Matter to be Acted Upon

1.

2

Other than election to office, no director or officer has any substantial interest in any matter to
be acted upon during the Annual Meeting of stockholders on October 13, 2018.

No director intends to oppose any action to be taken at the said meeting.

Item 3. Interest of Certain Persons in or Opposition to Matter to be Acted Upon

Other than election to office, no director or officer has any substantial interest in any matter to be acted
upon during the Annual Meeting of stockholders on October 13, 2018.

No director intends to oppose any action to be taken at the said meeting.

Waterfiront Philippines, Inc. 1
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B. CONTROL AND OTHER INFORMATION

Item 4. Voting Securities and Principal Holders Thereof

The number of shares outstanding and entitled to vote in the stockholders’ meeting is 2,498,991,753 shares
as of July 31, 2018. The record date for purposes of determining stockholders entitled to vote is
September 20, 2018. Stockholders are entitled to cumulative voting in the election of directors, as
provided by the Corporation Code.

Under Section 24 of the Corporation Code, cumulative voting is allowed in the election of Directors. Thus,
a stockholder may vote such number of shares for as many persons as there are directors to be elected, or
he may cumulate his shares and give one candidate as many votes as the number of directors to be elected
multiplied by the number of shares shall equal, or he may distribute them on the same principle among as
many candidates as he shall see fit, provided, that the total number of votes cast by him shall not exceed
the number of shares owned by him as shown in the books of the corporation multiplied by the whole
number of directors to be elected.

Security Ownership of Certain Record and Beneficial Owners and Management. There is no change in
control of the registrant since the beginning of the last calendar year.

Item 4. Security Ownership of Certain Record and beneficial Owners:
(As of July 31, 2018)

The following persons are known to the Company to be directly or indirectly the record or beneficial
owner of more than 5% of any class of the Company’s voting securities:

Name & Address of Name of Beneficial | Citizenship No. of % of
Title of Record Owner & Owner & Relationship Shares Held Class
Class Relationship with with Record Owner
Issuer
Common | The Wellex Group, Inc. | The Wellex Group, Inc. | Filipino 1,128,466,800 | 45.157%
35% Flr One Corporate | 35t FIr One Corporate
Center, Dona Julia | Center, Dona Julia
Vargas Ave. cor. | Vargas Ave. cor.
Meralco Ave., Ortigas Meralco Ave., Ortigas
TWGI is the holding | Center, Pasig City
company  and  major
stockholder of WPL o Represented by Miss
Elvira A. Ting, who is a
nontinee of said company.
Directors & Officers are
William T. Gatchalian,
Dee Hua T. Gatchalian,
Kenneth T. Gatchalian,
Arthur R. Ponsaran &
Yolanda T. de La Cruz
Common | PCD Nominee Various Clients Filipino 594,260,373 23.780%
Corporation (Fil.)
37/F Tower I,
The Enterprise Center
6766 Ayala Ave.,
Paseo de Roxas,
Makati City
(PCD Nominee is not
related to WPI)
Common | Silver Green As of the date of this | Non 180,230,000 7.212%

Waterfront Philippines, Inc.
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Investments LTD. definitive report the | Filipino
Commence Overseas authorized person to
LTD. vote is not yet known.
Commence Chambers
P.O Box 2200, Road
Town Tortola, BVI
Common | Chesa Holding, Inc As of the date of this | Filipino 175,924,000 7.040%
Unit 401 Joy bldg., No.6 | definitive report the
Joy St, Grace Village | authorized person to
Brgy. Balingasa vote is not yet known.
Common | Tybalt Investment LTD | As of the date of this | Filipino 135,010,000 5.403%
Scotia Ctr 4/FP.0 2804 | definitive report the
George Town Grand | authorized person to
Cayman Island British | vote is not yet known.
West Indies

Natural persons authorized to vote the shares of Silver Green Investments LTD., Chesa Holding, Inc. and
Tybalt Investment LTD cannot be identified until the proxy shall have been appointed in writing by the
stockholder himself or by his duly authorized attorney-in-fact.

None on the listed above do foreigners own directly or indirectly of more than 5% of any class of the

Company’s voting securities. PCD Nominee {(Non-Filipino} constitutes only a 1.326%.

Security Ownership of Management

(As of July 31, 2018)
Title Of | Name of beneficial Owner | Amount and nature of | Citizenship | % of Class
Class Beneficial Ownership
Common Renato B. Magadia 200 direct Filipino 0.000
Common Kenneth T. Gatchalian 30,000,100 direct Filipino 1.200
Common Weslie T. Gatchalian 30,000,000 direct Filipino 1.200
Common Arthur M. Lopez 1direct Filipino 0.000
Common Elvira A, Ting 10, 000, 009 direct Filipino 0.400
Common Lamberto B. Mercado, Jr, 100 direct Filipino 0.000
Common Arthur R. Ponsaran 110 direct Filipino 0.000
Common Dee Hua T. Gatchalian 350,000 direct Filipino 0.014
Common Reno I. Magadia 10,000 direct Filipino 0.000
Common Sergio R. Ortiz-Luis Jr. 110 direct Filipino 0.000
Common Ruben D. Torres 1,000 direct Filipino 0.000
Total Beneficial Ownership | 70,361,630 2.814

There is no voting trust holder of 5% or more.
There are no persons holding a certain class of stocks under a voting trust or similar agreement. There are
also no arrangements that may result in a change in control of the registrant.

Item 5. Directors and Executive Officers

Nominees for Election as Members of the Board of Directors:
(Final as Pre-screened by NOMELEC)

Name Position Age Citizenship
Renato B. Magadia Chairman of the Board 80 | Filipino
Elvira A. Ting Treasurer/Director 58 | Filipino
Lamberto B. Mercado, Jr. Director 54 | Filipino
» Sergio R. Ortiz-Luis, Jr. | Independent Director 75 | Filipino
» Ruben D, Torres Independent Director 77 | Filipino

Waterfront Philippines, Inc.
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Reno I. Magadia Director 48 | Filipino
»  Arthur M. Lopez Independent Director 72 | Filipino
Kenneth T. Gatchalian President/Director 42 | Filipino
Dee Hua T. Gatchalian Director 70 | Filipino
Arthur R. Ponsaran Corporate Secretary 75 | Filipino

They are in the final list of nominees as pre-screened by NOMELEC. They are being nominated
by Ms. Elvira Ting, all of whom are not related with her.

Independent Directors should possess all the qualifications and none of the disqualifications to serve as
such as provided for in Section 38 of the Securities Regulation Code and its implementing Rules and
Regulations.

Nominations Committee

Chairman - Arthur M. Lopez -Independent Director
Member - Ruben D. Torres -Independent Director
Member - Lamberto B. Mercado, Jr.

The Company has complied with the Guidelines on the Nomination and Election of the Independent
Directors as outlined in SRC Rule 38.

Directors and Executive Officers:

a) There are 9 seats in the Board of Directors. The term of office of each member is one year.
b) The current members of the Board of Directors are now as follows:

Office Name Age | Citizenship | Position in Other Listed Companies

Chairman | Renato B. Magadia | 80 | Filipino Director-Phil. Estate Corporation, Chairman of
of the the Board of Metro Alliance Holdings and
Board Equities Corporation, Mercator Holdings and

Equities Corporation, 2007-2008 Rotary
Governor for district 3930; Vice-Chairman of
Acesite (Phils.) Hotel Corp.; Director of Misons
Industrial and Development Corp., All Oceans
Maritime Agency, Inc., Howden Insurance and
Reinsurance Brokers (Phils.), Inc., Cunningham
Toplis Philippines, Inc., Metro Combined
Logistics Solutions, Inc. and President of The
Zuellig Corporation. An active member of

Rotary Club of Makati North.
Director | Kenneth T. 42 | Filipino Director-Wellex Industries Inc.; President &
Gatchalian CEO of Acesite (Phils.) Hotel 2007-present;

President and Chief Excutive Officer of
Philippine Estates Corporation 2010-2011;
Director-Forum Pacific Inc.

Director »  Arthur 72 | Filipino Owner and Principal Consultant of AML Hotel
M.Lopez Consultancy, Management and Technical
Services Consultant of Federal Land and
owner of Grand Hyatt Projects and Marco Polo
Cebu; Director-Philippine  Estates Corp.,
Chairman- Acesite Phils. Hotel Corp, Hotel
Management Consultant of the B Hotel Manila,
Bellevue Bohol Resort in Panglao, B Hotel
Quezon City, Bellevue Baguio (opening in

Waterfront Philippines, Inc. 4
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2018) and Bloomberry Casino Hotels &
Resorts; Regional Director of Asia Pacific Top
Management International Resources Corp.;
Hotel Management Consultant of Double
Dragon properties Corporation. President of
Legoli Holdings Inc and Arleff Holdings Inc.
and President of Phil. Hotel Federation Inc.

Director

Dee Hua T.

Gatchalian

70

Filipino

Director- Philippine Estates Corporation,
Acesite (Philippines) Hotel Corporation; EVP-
Finance and Admin The Wellex Group, Inc., &
Plastic City Corporation. Chairperson of Jesus
Our Life Ministries, Inc.

Director

Reno L. Magadia

Filipino

Managing Director- Misons Industrial &
Development Corp., Metro Combined
Logistics Solutions, Inc.; Director - Metro
Alliance Holdings and Equities Corp. Vice-
President and Director of Mercator Filter
Manufacturing Corporation.

Director

Lamberto B.

Mercado, Jr.

Filipino

Director-The Wellex Group, Inc, Metro
Alliance Holdings & Equities Corp., Forum
Pacific, Inc. Director- Acesite (Phils.) Hotel
2004-present, Air Philippines Corporation,
Philippine  International  Airways, Inc,
Consumer Products Distribution Services Inc.,
Mabuhay Vinyl Corp. and Pacific Wide Realty
& Development Corp.

Director

» Sergio R.

Ortiz-Luis,
Jr.

75

Filipino

Independent Director-Waterfront Philippines,
Inc., President & CEO - Philippine Exporters
Confederation, Inc. (PHILEXPORT); Honorary
Chairman - Philippine Chamber of Commerce
& Industry, Employers Confederation of the
Philippines, Integrated Concepts and
Solutions, Inc., Vice-Chairman of Alliance
Global, Inc.; Director - International Chamber
of Commerce of the Philippines, Manila
Exposition Complex, Inc., Lasaltech Academy,
BA Securities, Rural Bank of Baguio, GS1.;
Gov't Affiliations: Vice-Chairman - Export
Development Council; Civic Organizations:
Chairman - Rotary Ciub of Green Meadows,
Director - PILAK Foundation, Universal
Access Center for Trade Others: Honorary
Consul General - Consulate of Romania in the
Philippines.

Director

» Ruben D,

Torres

Filipino

Independent Director Waterfront Philippines,
Inc., President -BPO Workers Association of
the Phils..; Senior Partner - Torres Caparas
Torres Law Offices; Secretary General-
Katipunan ng Manggagawa at Magsasaka ng
Pilipinas; Chairman/CEO - Service Exporters
Risk Management & Consultancy Co., Towers
Corporation and Optimus Medical Care and
Trading Corporation.,

Director
and
Treasurer

Elvira A. Ting

Filipino

President & CEQ - Philippine Estates
Corporation; Director-Wellex Industries, Inc.,
Forum Pacific, Inc., Orient Pacific Corporation,
Crisanta Realty and Development Corporation,

Waterfront Philippines, Inc.
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Recovery Development Corporation, The
Wellex Group, Inc, Plastic City Industrial

Corporation.
Corporate | Arthur R. Ponsaran | 75 | Filipino Director-Philippine Estate Corporation, Wellex
Secretary Industries, Inc., Forum Pacific, Inc. Acesite

(Phils.) Hotel, Managing Partner-Corporate
Counsels, Phils., Chairman of Value
Management and Options Corp and Corp
Secretary of Producers Rural Banking Corp.,
The Wellex Group, Inc., MRL Gold Phils,, Inc.,
Village Foundation, Shuylkill  Assets
Strategists {SPV-AMC), Inc., Petrolift Corp.

Key Officers
Name Office Age Citizenship
Kenneth T. Gatchalian President 42 Filipino
Precilla O. Toriano Corporate Finance Director 49 Filipino
Maria Socorro R. Cotelo Corporate Planning Director 42 Filipino
Lanelle Cristina M. Barba Corporate Peers Resources and 39 Filipino
Development Director

On the year 2016, Ms. Ma. Theresa S. Fernandez resigned without any disagreements on any proposed
action of the Board.

A brief description of the directors’ and executive officers’ business experience and other directorship
held in other reporting companies for the last five years are provided as follows:

| Renato B. Magadia [ Chairman of the Board

A graduate of the University of the Philippines Diliman with a degree in Business Administration major
in Accounting and a Certified Public Accountant. He is concurrently, the Chairman of the Board of Metro
Alliance Holdings and Equities Corporation, Waterfront Philippines, Inc. and Mercator Securities
Corporation. He is a Director of various companies like Howden Insurance and Reinsurance Brokers
(Phils.), Inc., All Ocean Maritime Agency, Inc., Cunningham Toplis Philippines, Inc., The Zuellig Group,
Misons Industrial & Dev’t Corp., Phil. Accident Managers, Inc. and Philippine. Estates Corp. He is also a
trustee in The Zuellig Foundation, Inc. He has been a director of Waterfront since April 1999- present
from 2006-2008 he is the Rotary Governor for district 3930.

| Kenneth T. Gatchalian | President

Mr. Kenneth T. Gatchalian is a President of the Company. He is a member of the Board of Forum Pacific,
Inc. and Wellex Industries, Inc., and The Wellex Group, Inc. Holds a Degree in Bachelor of Science in
Architecture from University of Texas in San Antonio, Texas, USA. He’s been the Director of Waterfront
since February 2001.

| Arthur M. Lopez | Director

Hotel management consultant specializing in general hotel management consultancy services, marketing,
hotel design development/technical services, gaming, hotel feasibility study, pre and post hotel opening
management services, asset management/owner's representative, food and beverage concept and service,
mergers and acquisitions, travel and tours, theme parks and third party management and branding. The
Owner and Principal Consultant of AML Hotel Consultants. Hotel Management and Development
Consultant - Double Dragon Properties Corporation (PSE listed) - Hotel of Asia Inc. - Jin Jiang Ortigas,
Jin Jiang Inn Makati, Injap Tower Iloilo, Hotel 101 Manila (500 rooms), Hotel 101 Fort project (600 rooms,
under construction); Hotel 101 Bohol (250 rooms, under construction); Hotel Management and
Development Consultant - Bellevue Bohol Resort, The Bellevue Hotel Manila, The B Hotel Manila, B
Hotel Quezon City; Bellevue Baguio (under construction) opening in 2018; Bellevue Bohol Resort
extension (140 rooms) opening 2019. Hotel Management and Development Consultant - Wydham Garden

Waterfront Philippines, Inc. 6
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(Wellworth Properties and Development Corporation) Quezon City (200 rooms) opening in 2020 and in a
resort hotel in Mactan, Cebu City (300 rooms) opening in 2021. The Chairman - Philippine Estates
Corporation (PSE listed) and Acesite Philippines Hotel Corporation, owner of Manila Pavilion Hotel (PSE
listed). Director - Waterfront Hotels and Casinos (PSE listed) - Waterfront Cebu City Hotel & Casino,
Manila Pavilion Hotel & Casino, Waterfront Airport Hotel & Casino and Waterfront Insular Hotel Davao.
President ~ Philippine Hotel Owners Association, Inc. (PHOAI) - the largest group of hotel owners and
developers in the Philippines. Holds a Bachelor of Science degree in Commerce, major in Management,
and a Master’s Degree in Business Administration (MBA), both from the University of Santo Tomas in the
Philippines. He completed a Tourism Management course at the East-West Center, University of Hawaii,
Honolulu, Hawaii and Cornell University, Ithaca, New York, USA.

| Dee Hua T. Gatchalian | Director |
Mrs. Gatchalian was elected director of the Company since 24 June 2004-present. She is the Executive
Vice-President of The Wellex Group, Inc., and also the Executive Vice-President of Plastic City
Corporation. She is a board of director of Philippine Estates Corporation, and Acesite (Phils.) Hotel Corp.
She graduated with a degree in Medical Technology from the Far Eastern University in 1970. In addition
to her numerous positions in business firms, she is the Chairperson of Jesus Our Life Ministries, Inc., a
non-profit, non-stock organization duly registered with the Securities and Exchange Commission.

Reno I. Magadia | Director |

A Master's degree holder in Business Administration from Pepperdine University in Los Angeles,
California, Mr. Magadia is currently the Managing Director of holding firm, Misons Industrial and
Development Corp. He is also the Managing Director of Metro Combined Logistics Solutions, Inc. He is
on the Board of Directors of Metro Alliance Holdings and Equities Corporation. He held the posts of Vice
President and Director of Mercator Filter Manufacturing Corporation. He also worked as Head Portfolio
Manager of stock brokerage firm, Papa Securities Corporation. He was also the President and Founder of
the Youth Leaders for Change, a non-profit and multi-sectoral organization for youth leaders in Quezon
City. He was elected as Director of Waterfront Philippines, Inc., since September 17, 2005-present.

[ Lamberto B. Mercado, Jr. [ Director |
A lawyer and a CPA by profession, Atty. Mercado is a member of the Board of Directors of several
publicly-listed companies namely: Waterfront Philippines, Inc, Metro Alliance Holdings & Equities
Corp., Forum Pacific, Inc., Acesite (Philippines) Hotel Corporation and Wellex Industries, Inc. He is
currently the Vice-President for Legal Affairs of the Wellex Group, Inc. In the past as Deputy
Administrator for Administration, he had supervised the largest group in the Subic Bay Metropolitan
Authority (SBMA). He had also, helped in the drafting of Administrative Orders to effectively implement
R.A. 7227 (the law creating the Subic Bay Freeport Zone) and its implementing rules and regulations. He
was the President of Freeport Service Corporation, a subsidiary of SBMA and helped in the creation and
organization of this service corporation. He was also a Director of Acesite (Phils.) Hotel Corporation since
June 24, 2004-present. Associate Lawyer of Gascon, Garcia and Associates. He studied BSC Major in
Accountancy at the University of Santo Tomas and Bachelor of Laws (LLB) at the Ateneo de Manila
University School of Law, graduated in 1985 and 1990, respectively. He has been a director of Waterfront
Philippines Inc., since July 2003-present.

[ Sergio R. Ortiz-Luis, Jr. | Director |
He has degrees of Bachelor of Arts and Bachelor of Science in Business Administration from De La Salle
University; PhD Humanities from Central Luzon State University, and PhD Business Technology from
Eulogio “Amang” Rodriguez Institute of Science and Technology. He is the President and CEO of
Philippine Exporters Confederation, Inc. An Honorary Chairman of Philippine Chamber of Commerce &
Industry, Employers Confederation of the Philippines as well as Integrated Concepts & Solutions, Inc. He
is the Vice Chairman of Alliance Global, Inc., Export Development Council. He is a Director of Manila
Exposition Complex, Inc., Lasaltech Academy, Philippine Estate Corporation, BA Securities, Rural Bank
of Baguio, PILAK Foundation, and Universal Access Center for Trade and Philippine International
Training Corporation. He is a Council Adviser Member of Philippine Foundation, Inc., a Founding
Director of International Chamber of Commerce of the Philippines and GS1. He is also a member of the
Board of Advisers of Southville International School and Colleges. He is a commissioner of Patrol 117, a
Financing Champion of National Competitiveness Council and a Private Sector Representative of Bamboo

Waterfront Philippines. Inc. 7
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Council. He is also a Chairman of Rotary Club of Green Meadows Foundation and also a Chairman of
Council of Advisers Eastern Police District. He is the Past President of Rotary Club of Green Meadows
Quezon City RI District 3780; a Board of Advisers Member of Council of Advisers Philippine National
Police, a senator of Philippine Jaycee Senate, Captain of Philippine Coastguard Auxiliary and a member
of the League of Corporate Foundation. He is the Honorary Consul General of Consulate of Romania in
the Philippines, a Treasurer of Consular Corps of the Philippines and an Honorary Adviser of
International Association of Education for World Peace. Some awards that he received were International
Peace Award for Economic Development in 2005, Most Outstanding Citizen of Nueva Ecija in the Field of
Business in 2005 also, Most Outstanding Pasigueno in 2006, Ulirang Ama also in 2006 and Presidential
Merit Award Medal in 2007. He became an Independent Director of Waterfront Philippines, Inc. since
August 2006-present. In 2014, he attended Exporter’s Partner in Gearing the Country for the AEC Markets
of the World 2, Technology Innovation and Entrepreneurship as Competitive Strategies PHILAAS 63
Annual Convention and lastly, Bringing the Buy Pinoy Campaign to the Next Level.

[ Ruben D. Torres | Director

Mr. Ruben Torres graduated in the University of the Philippines with a degree of Bachelor of Arts
(Political Science) after which, he finished the degree of Bachelor of Laws at the same university. Presently
he is also the President of BPO Workers Association of the Philippines and Senior Partner of Torres
Caparas Torres Law Office. He is also the Secretary General of Katipunan ng Manggagawa at Magsasaka
ng Pilipinas. He is associated with the Integrated Bar of the Philippines and Philippine Academy of
Professional Arbitrators. His former positions include being a Member of the House of Representatives of
the 2nd District of Zambales, Executive Secretary of the Office of the President in Malacafiang, Secretary
of the Department of Labor and Employment. Mr. Torres became an Independent Director of Waterfront
Philippines, Inc. since August 2006-present.

[ Elvira A. Ting | Director and Treasurer

Ms. Elvira A. Ting earned her Bachelor’s Degree in Business Administration major in Management from
the Philippine School of Business Administration. Has been the Director of Waterfront Philippines, Inc.,
since October 2000-present. She is also the President/Director of Philippine Estates Corp., a director
Wellex Industries, Inc., The Wellex Group, Inc., and Forum Pacific, Inc. She is also a Director/CFO of
Acesite Phils. Inc. since 2004-present.

Executive

[ Kenneth T. Gatchalian | President

(see above description)

[ Precilla O. Toriano | Corporate Finance Director

Ms. Toriano joined Waterfront in September 10, 2001 as Asst. Financial Controller of Waterfront Cebu
City Casino Hotel. After five (5) months, she became the Financial Controller before she was promoted as
Corporate Finance Director for the group. Before joining Waterfront, she has already been working with
the group; she worked as Internal Auditor at Air Philippines Corp. and eventually transferred to The
Wellex Group, Inc. to join the Corporate Internal Audit team, which paved the way for her coming in the
Waterfront Hotels and Casinos. She is a CPA by profession; she graduated at the University of the East
with a degree of Bachelor of Science in Business Administration Major in Accounting. She took up MBA
units in the Polytechnic University of the Philippines. After graduation, she worked as an accounting staff
at Liberty Corrugated Boxes Manufacturing, Inc. Then, she moved to Control Management Inc. as an
Internal Auditor. After which, she worked for Philippine Remnants Corp. as an Accounting Manager. She
had several trainings in the following fields: Managerial Leadership and Decision Making Skills, the
Basics of Management Audit, Supervisory Effectiveness, Accounting and BIR Regulations, Accounting
and Bookkeeping Audit, Operations Audit, Living and Working in Balance, Management Development
Program, Accounting & Administrative Control, and Lean Six Sigma. In 2005, she acquired a
Certification in Financial Management for Hotels at Cornell University School of Hotel Administration, in
New York USA focusing on High Performance Financial Management For Hotels Operations, Hospitality
Financial Management & Operations Decision Making, and Fraud Controls for Managers. She attended
the CFO Congress 2007 at Malaysia. In 2010, she was sent to Singapore to attend the Strategic &
Sustainable Cost Control Training. She attended the Financial Modeling Seminar in Singapore in 2011. In

Waterfront Philippines, Inc. 8
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the year 2012 in June-July, she was sent by the company to New York to attend the Management
Development Program at Cornell University thus granting her the “Certification in Strategic
Management”. On June 2015, she took the 3-day MBA for Chief Finance Officers held in Kuala Lumpur,
Malaysia. Attended Corporate Governance on August 15, 2018.

| Maria Socorro R. Cotelo | Corporate Planning Director |

Ms. Cotelo is the Corporate Planning Director for Waterfront Hotels & Casinos. She joined Waterfront in
2003 as Sales Accounts Manager before she moved to help establish Revenue Management in the
company from there she continued to work in the Corporate Planning Division undertaking
Standardization, Business Development, Reservation & Distribution and Corporate Information
Technology. She earned her Bachelor’s Degree in Economics at the University of San Carlos and took up
masteral units for the same course before pursuing her Bachelor of Laws from SouthWestern University,
Cebu City. After completing her Bachelor of Laws, she worked for the Davide, Calderon, and Tolentino
Law office in 2002 and as part-time instructor for the University of San Carlos, Economics Department.
She had significant training in Hotel Management and Distribution Systems and attended Revenue
Management seminars specifically on Pricing, Travel distribution and technology, Project Management,
Branding, and Selling Skills workshops. Her speaking engagement to two of these international seminars
& forums under the Travel Distribution Summit Asia in 2008 and 2009 include topics on Revenue
Management in Tough times and Integrating Sales and Marketing in Revenue Management. She
completed her Certification in Revenue Management at Cornell University, New York in 2011 with focus
on hotel and restaurant revenue management, strategic pricing, demand management, strategic
marketing and financial management. As part of SEC Compliance, she completed the seminar on
Corporate Governance on August 15, 2018,

Lanelle Cristina M. Barba Corporate Peers’ Resources and Development
Director

Ms. Barba, joined Waterfront on June 2006-April 2008 as Employee/Labor Relations Officer in Waterfront
Pavilion Hotel and Casino, and was appointed as Peers Resources’ and Development Director of the same
property on April 30, 2008. Currently, she is the Corporate Peers’ Resources and Development Director of
Waterfront Hotels and Casinos. She earned her Bachelor's Degree in Elementary Education at the
University of Santo Tomas. Prior joining with Waterfront, she is the HR Officer of Asia Select Inc. and
Research Analyst under Employee Relations and Benefits Division of Metrobank. She was sent to various
trainings and seminars and in 2009, she was sent to Nanyang University, Singapore to attend the PDP
2009 Building the Human Capital Base: Essential HR Practices for Managers. In 2011 to Bangkok,
Thailand for HR Audit training. On August 15, 2018, she completed the seminar on Corporate
Governance,

Significant Employees

There are no employees of the Company who is not an Executive Officer but expected to make significant
contribution to the business of the Company.

Family Relationship

Mr. Kenneth T. Gatchalian is the son of Ms. Dee Hua T. Gatchalian. Ms. Elvira A. Ting is a sister of Ms.
Dee Hua T, Gatchalian and an aunt of Kenneth T. Gatchalian.

Mr. Reno Magadia is also a son of Mr. Renato B. Magadia.

There are no other relationships among the officers listed.

Involvement in Certain Legal Proceedings

As of July 31, 2018, none of the directors and officers/nominees was involved in any bankruptcy
proceedings. Neither have they been convicted by final judgment in any criminal proceedings, or been

subjected to any order, judgment or decree of competent jurisdiction, permanently or temporarily
enjoining, barring, suspending, or otherwise limiting their involvement in any type of business, securities

Waterfront Philippines, Inc. )
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or commodities or banking activities, nor found in an action by any court or administrative bodies to have
violated a securities and commodities law.

Certain Relationship and Related Transactions

Relationship
to the Issuer

Nature of Advances

Amount of Advances

The Wellex Inc.

(TWGI)

Group,

Ultimate Parent

Unsecured; interest-bearing;
subject to re-pricing; due in
one year subject to renewal

2017 - P 882,189,000

2016 - P 861,550,000

Pacific Rehouse Corporation | Stockholder Unsecured; interest-bearing; | 2017 -P 541,781,000
(PRC) subject to re-pricing; due in
one year subject to renewal 2016 - P 531,158,000
Philippine Estate (PHES) Stockholder Unsecured; non-interest | 2017 - P 104,554,000
bearing; due on demand
2016 -P 92,054,000
Crisanta Realty Stockholder Unsecured; interest-bearing; | 2017 -P 347,928,000

subject to re-pricing; due in 5
years

2016 -P 340,197,000

See notes 8 on Consolidated FS 2017

Term of Office

The Directors of WPI are elected at the annual stockholders’ meeting to hold office until the next
succeeding annual meeting and until they’re respective successors have been elected and qualified.

Officers are appointed or elected annually by the Board of Directors at its first meeting following the
Annual Meeting of Stockholders, each to hold office until the corresponding meeting of the Board of
Directors in the next year or until a successor shall have been elected, appointed or shall have been

qualified.

Item 6. Compensation of Directors and Executive Officers

None of the Directors receive compensation for serving as Directors of the Company.

The aggregate paid to the Five

Aggregate Compensation paid | Principal Position Year | Salary (P) Bonus | Other annual
to the 5 highly compensated {P) compensation
executive officers
Precilla O. Toriano Corporate Finance 2017 | 11,249,070.00 | None | None
Director 2016 | 10,713,400.00 | None None
Maria Socorro R. Cotelo Corporate Planning 2015 | 10,912,500.00 | None | None
Director
Ms. Lanelle M. Barba Corporate Peers’
Resources and
Development Director
Anders Goran Helge Hallden | General Manager
Rex Benhur M. Caballes Hotel Manager

The President has no remuneration benefit.

Compensation Plan of Directors

The members of the Board of Director are elected for a term of one year. Director per diem are at a
rate of Php8,000.00 (net of 20% ewt) per board meeting. Except for the Chairman and the CEO,
Directors, are not entitled to compensation package. Except as herein mentioned, no director received
bonuses or profit sharing plans for the years ended 31 December 2017 and December 2016.

Waterfront Philippines, Inc.
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Item 7. Independent Public Accountants

The external auditor of Waterfront Philippines, Inc. (WPI) for the most recently completed calendar year
ending December 2017 is KPMG R.G. Manabat and Co., previously KPMG Manabat Sanagustin and Co.,
under Mr. Tireso Randy F. Lapidez, Partner in-charge, and they are being recommended by the board of
directors for the approval of stockholders for this coming year. The firm also audited the Company’s
previous calendar year,

The company is in compliance with SRC Rule 68, Paragraph 3(b)(iv) .

There were no changes in and disagreements with the accountants nor with the current accounting firm
relating on accounting and financial disclosure.

Representatives of said firm are expected to be present at the stockholders’ meeting, and they will have
the opportunity to make a statement if they desire to do so and are expected to be available to respond to
appropriate questions.

Audit Committee

The Board is authorized to create an Audit Committee, composed of at least three (3) directors, at least
one (1) of whom shall be an independent director. Each member of the Audit Committee shall have
adequate understanding, at least, or competence at most, of the company’s financial management systems
and environment. The Audit Committee shall have the functions, powers and authorities as may be
prescribed by the Board, or as provided in the Corporation’s Manual of Corporate Governance, and as
may be prescribed by applicable law and regulations.

Duties and Responsibilities of the Audit Committee

Review all financial reports against compliance with both the internal financial management policy and
pertinent accounting standards, including regulatory requirements. Review management policy on
financial management, specifically in the areas of managing credit, market, liquidity, operational, legal
and other risks of the Corporation, crisis management. Review audit plans, scope and frequency of the
external audit to the extent advisable, interface with the internal and external auditors. Develop a plan to
elevate to international standards the accounting and auditing processes, practices and methodologies,
including: a realistic timetable within which the accounting system of the Corporation will be 100%
International Accounting Standards (IAS) compliant; an accountability statement that will specifically
identify officers and /or personnel directly responsible for the accomplishment of such task;

Develop a transparent financial management system that will ensure the integrity of internal control
activities throughout the Company through a step-by-step procedures and policies handbook that will be
used by the entire organization.

The Board constituted the following committees:

Audit Committee

Chairman - Sergio R. Ortiz-Luis, Jr - Independent Director
Member - Arthur M. Lopez - Independent Director
Member - Dee Hua T. Gatchalian

Audit and Audit-Related Fees

FOR THE CALENDAR YEAR ENDED DECEMBER 31,

2017 2016
Aggregate Fees Billed for the
external audit of the Company’s 3,770,000.00 3,755,000.00
financial statements

The Company has complied with the requirements of the Rotation of External Auditors as outlined in
SRC Rule No.68, Paragraph 3(b)(iv)

Waterfront Philippines, Inc. 11
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Item 8. Compensation Plans
To date WPI has not issued any options or implemented any option scheme to its directors and officers.

The Company has no immediate plan with regard to any bonus, profit sharing, pension/retirement plan
granting of extension of any option, warrant or right to purchase any securities.

C. ISSUANCE AMD EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities Other than for Exchange

As of July 31, 2018, Waterfront Philippines, Inc. has no plans yet to increase its authorized capital stock.
Item 10. Modification or Exchange of Securities

Waterfront Philippines, Inc. has no plans to modify any of each authorized and issued securities or to
exchange them to another class.

ADDITIONAL REQUIREMENTS AS TO CERTAIN ISSUES AND ISSUER

As of December 31, 2017 the company has a net worth of P6.02 billion and is not planning to issue
unsecured bond for 2017,

Properties
The Company, being a holding company, has no real properties under its name. Properties under WPl are
under the ownership or lease holdings of the respective subsidiaries. WPI is renting an office in the City
of Manila.

Information and terms of the rent/lease are as follows:

Location 7t Flr Manila Pavilion Hotel
U.N. Avenue corner Maria Y Orosa St.
Ermita Manila
Size 538.7 square meters with parking spaces
Terms of Rent From October 1, 2011 to December 31, 2021

(10 years); renewable within 90 days before the lease period expires
permissible by the laws of the Philippines.

Rental On the office spaces: Php 250,000 per month with an escalation of 5%
per year.

WCCCHI and WMCHI have separate contracts of lease for the use of parcels of land in the province of
Cebu.

WCCCHI Land Lease:
Location Former airport site at Lahug in Cebu City
Size Approximately 4.6 hectares
Lessor Mactan Cebu International Airport Authority
Terms of Lease 50 years with an option for renewal for another 25 years, permissible by

the laws of the Philippines

Lease Agreement | Fixed rental per month of Php 11.00 per square meter or a total amount
per annum of Php 6,072,000.00 + Percentage rental of 2% of the annual
Gross Revenue as defined under the Land Lease Agreement

Waterfront Philippines, Inc. 12
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Event After the Reporting Period

On March 18, 2018, a fire broke out in Acesite (Phils.) Hotel Corporation’s hotel property that

damaged the lower floors of the main building as well as the Podium building occupied by the casino
area and restaurants in the APHC's hotel property that resulted to the suspension of its hotel operations.

CIMA Realty
Location Corner of United Nations Ave. & Maria Y. Orosa St., Ermita,
Manila
Size Approximately 6,500 square meters
Title TCT 184100

The building is mortgaged in favor of the Metropolitan Bank and Trust Company-Trust Department, as
the trustee for the Singapore Branch of the Industrial and Commercial Bank of China (ICBC), a banking
corporation organized under the laws of the People’s Republic of China (PROC), to secure a loan in the
original principal amount of Fifteen Million US Dollars (US$15,000,000.00). ICBC loan was also fully paid
March 31, 2016.

Legal Proceedings

SSS vs. WPL. Et al civil case no. Q-04-52629 at regional trial court, Quezon City. On October 28, 1999, the
Parent Company obtained a five-year term loan from SSS amounting to P375.00 million originally

due on October 29, 2004. The SSS loan bears interest at the prevailing market rate plus 3% or 14.5% per
annum, whichever is higher. Interest is repriced annually and is payable semi-annually. Initial interest
payments are due 180 days from the date of the release of the proceeds of the loan. The repayment of the
principal shall be based on eight (8} semi-annual payments, after a one-year grace period.

The SSS loan was availed to finance the completion of the facilities of WCCCHI. It was secured by a first
mortgage over parcels of land owned by WII and by the assignment of 200 million common shares of the
Parent Company owned by TWGI. The common shares assigned were placed in escrow in the possession
of an independent custodian mutually agreed upon by both parties.

On August 7, 2003, when the total loan obligation to SSS, including penalties and interest, amounted to
P605.00 million, the Parent Company was considered in default with the payments of the loan obligations,
thus, on the same date, SSS executed a foreclosure proceeding on the mortgaged parcels of land. The SSS's
winning bid on the foreclosure sale amounting to P198.00 million was applied to penalties and interest
amounting to P74.00 million and P124.00 million, respectively. In addition, the Parent Company accrued
penalties charged by SSS amounting to P30.50 million covering the month of August until December 2003,
and unpaid interest expense of P32.00 million.

The Parent Company, WII and TWGI were given the right to redeem the foreclosed property within one
(1) year from October 17, 2003, the date of registration of the certificate of sale. The Parent Company
recognized the proceeds of the foreclosure sale as its liability to WII and TWGI. The Parent Company,
however, agreed with TWGI to offset this directly against its receivable from the latter. In August 2004,
the redemption period for the Parent Company, WII and TWGI expired.

The remaining balance of the SSS loan is secured by the shares of stock of the Parent Company owned by
TWGI and shares of stock of WII numbering 235 million and 80 million shares, respectively.

The Parent Company, at various instances, initiated negotiations with the SSS for restructuring of the loan
but was not able to conclude a formal restructuring agreement.

On January 13, 2015, the RTC of Quezon City issued a decision declaring null and void the contract of
loan and the related mortgages entered into by the Parent Company with SSS on the ground that the
officers and the SSS are not authorized to enter the subject loan agreement. In the decision, the RTC of
Quezon City directed the Company to return to SSS the principal amount of loan amounting to P375.00
million and directed the SSS to return to the Company and to its related parties titles and documents held

Waterfront Philippines, Inc. 14
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by SSS as collaterals.

On January 22, 2016, SSS appealed with the CA assailing the RTC of Quezon City decision in favor of the
Parent Company, et al. SSS filed its Appellant's Brief and the Parent Company filed a Motion for
Extension of Time to file Appellee’s Brief until May 16, 2016.

On May 16, 2016, the Parent Company filed its Appellee’s Brief with the CA, furnishing the RTC of
Quezon City and the Office of the Solicitor General with copies. SSS was given a period to reply but it did
not file any.

On September 6, 2016, a resolution for possible settlement was received by the Parent Company from the
CA. However, on February 7, 2017 a Notice to Appear dated December 7, 2016 was received by the Parent
Company from the Philippine Mediation Center Unit - Court of Appeals (PMCU-CA) directing the Parent
Company and SSS to appear in person and without counsel at the PMCU-CA on January 23, 2017 to
choose their mediator and the date of initial mediation conference and to consider the possibility of
settlement. Since the Notice to Appear was belatedly received, the parties were not able to appear before
the PMCU-CA.

On February 27, 2017, a Second Notice to Appear issued by the PMCU-CA directing all parties to appear
on February 27, 2017 at a specified time was received by the Parent Company only on February 27, 2017
after the specified time of the meeting. The Parent Company failed to appear.

On June 30, 2017, a resolution issued by the CA, resolved to submit the appeal for decision.
As at the report date, there had been no updates on the matter.

BIR Assessment

On November 10, 2008, the Parent Company received a preliminary assessment notice from the BIR for
deficiency taxes for the taxable year 2006. On February 9, 2009, the Parent Company sent a protest letter to
BIR contesting the said assessment. On February 18, 2009, the Regional Office of the BIR sent

a letter to the Parent Company informing the latter that the docket was returned to Revenue District
Office for reinvestigation and further verification.

On December 8, 2009, the Parent Company received BIR’s Final Decision on Disputed Assessment for
deficiency taxes for the 2006 taxable year. The final decision of the BIR seeks to collect deficiency
assessments totaling to P3.30 million. However, on January 15, 2010, the Parent Company appealed the
final decision of the BIR with the Court of Tax Appeals (CTA) on the grounds of lack of legal and factual
bases in the issuance of the assessments.

In its decision promulgated on November 13, 2012, the CTA upheld the expanded withholding tax (EWT)
assessment and cancelled the VAT and compromise penalty assessments. The Parent Company decided
not to contest the EWT assessment. The BIR filed its motion for reconsideration (MR) on December 4, 2012
and on April 24, 2013, the Court issued its amended decision reinstating the VAT assessment. The Parent
Company filed its MR on the amended decision that was denied by the CTA in its resolution promulgated
on September 13, 2013.

The Parent Company appealed the case to the CTA sitting En Banc on October 21, 2013. The CTA En Banc
decision promulgated on December 4, 2014 affirmed the VAT and EWT assessments. The EWT
assessment was paid on March 3, 2013.

The CTA En Banc decision was appealed to the SC on February 5, 2015 covering the VAT assessment
only.

As at December 31, 2017, the Parent Company is still awaiting the SC’s decision.

Waterfront Philippines, Inc. .15
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On May 02, 2018, the legal counsel served copies of the reply in the case pending before the Court of Tax
Appeals.

Management and its legal counsels believe that the position of the Parent Company is sustainable, and
accordingly, believe that the Parent Company does not have a present obligation (legal or constructive)
with respect to the assessment.

Item. 11. Financial and Other Information

The consolidated financial statements are filed as part of this FORM SEC 20IS, attached hereto and
marked as “Annex A.”

Item 12. Mergers, Consolidations, Acquisitions and Similar Matters

As of July 31, 2018 Waterfront Philippines, Inc. has no plans to merge, and consolidate with other
company, to acquire other company’s securities, to acquire any other going business or of the assets
thereof, to sell or transfer any substantial part of its assets and to liquidate or dissolve the Company.

Item 13. Acquisition or Disposition of Property

The Company acquired 100% interest of CIMAR, a former subsidiary of Acesite Limited (BVI) or ALB, in
October 2011. In July 2011, the Company and CIMAR executed a Memorandum of Agreement (MOA),
which effectively settle all pending cases and controversies between the two parties. In fulfillment of all
the terms and conditions of the MOA, CIMAR’s stockholders including all their nominees, agreed to
assign, sell, transfer and convey all existing shares of stocks of CIMAR to the Company.

Item 14. Restatements of Accounts

The Consolidated Financial Statements of Waterfront Philippines, Inc. has been prepared in accordance
with Philippine Financial Reporting Standards (PFRS). In particular there have no restatements of
Accounts.

D. Other Matters
Item 15. Action with Respect to Reports

1. Annual report for the year ending December 31, 2017 will be presented to the stockholders for
approval.

2. Minutes of the 2016 Annual Stockholders’ Meeting will also be presented to the security hoider for
approval.

3. Interim Report as of June 30, 2018 will be presented to the security holder for information regarding the
actual situation of the business.

Item. 16. Matters Not Required to be Submitted-NONE
Item 17. Amendments of Charter, By-Laws & Other Documents

a. Except for the amendments that the Corporation has made to its by-laws, Article III, Board of Directors,
Sections 3-7, as per Board of Directors meeting held on September 1, 2004 and Stockholders’ meeting held
on September 4, 2004, And it was filed and approved with SEC last September 6, 2005. Since then there is
no other amendments made by the corporation.

b. On May 25, 2012, the application for the increase in Acesite (Phils.) Hotel Corp.’s authorized capital
stock, one of Waterfront Philippines Inc.’s subsidiaries, from P310 million to P1.21 billion was approved
by SEC. Accordingly, the Company distributed the 250% stock dividends or 246,248,212 shares on July
19, 2012 for stockholders of record as of June 25, 2012.
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The Board of Directors and the stockholders of Acesite (Phils.) Hotel Corporation approved on June 11,
2009 and July 2, 2009, respectively, the increase of the authorized capital from P1, 210,000,000.00 to P2,
010,000,000.00 via stock rights offering at an entitlement ratio of 0.58:1.

In a special meeting held last July 14, 2014, the Board of Directors approved the amendment of the
entitlement ratio from 0.58:1 to 1:1.

The proceeds will be used for the renovations of rooms, facilities, repair and replacement of equipment
and working capital.

c. In a special meeting also held last July 14, 2014, the Board of Directors approved the proposal to
increase the authorized capital stock of Waterfront Mactan Casino Hotel, Inc, one of Waterfront
Philippines Inc.’s subsidiaries, from P13, 800,000.00 to P500, 000,000.00, which increase will be paid-up via
declaration of stock dividends in the amount of P262, 200,000.00.

d. Waterfront Philippines Inc.’s principal office address is located at No.1 Waterfront Drive, Off Salinas
Drive, Lahug, Cebu City as amended in the Articles of Incorporation on December 19, 2001.

Item 18. Other Proposed Action

For the coming Stockholders meeting on October 13, 2018 at Waterfront Cebu City Hotel, these are the
following proposed action to be taken:

a. Approval of Minutes of the previous stockholders meeting.

b. Presentation of the Annual Report and Audited Financial Statements for the calendar year 2017
and during the meeting a copy of the 2" quarterly report for 2018 will be furnished to the
stockholders.

¢. Election of the board of directors for the ensuing term:
- Mr. Renato B. Magadia
- Mr. Kenneth T. Gatchalian
- Ms. Elvira A, Ting
- Ms. Dee Hua T. Gatchalian
- Mr. Arthur R. Ponsaran
- Mr. Lamberto B. Mercado, Jr.
- Mr. Reno 1. Magadia
- Mr. Arthur M. Lopez
- Mr. Sergio R. Ortiz-Luis, Jr.
- Mr. Ruben D. Torres

d. Appointment of External Auditors
The board will reccommend KPMG R.G. Manabat & Co., previously KPMG Manabat Sanagustin
and Co., as the Corporate External Auditor for the year 2018.

e. Appointment of External Counsel
For the year 2018, the Board will recommend Corporate Counsels, Philippines as the Legal
Counsel of the Company.
f. Ratification of the acts of the Board of Directors and Management
Acts of Management and resolutions of the Board including:
. To appoint and constitute BOD Trust and Investment Group as our Stock Transfer Agent
to issue shares of the company in scrip less or uncertificated form in accordance with

Section 43 of the Securities Regulation Code and to link our database to the
EDR(Electronic Direct Registration) system of Pastra Net. Inc.

Waterfront Philippines, Inc. 17
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. Renewal of licenses with government agencies/offices and other contracts and
designation of the authorized signatories.

. All other administrative matters concerning Waterfront Philippines, Inc.

Other than the above mentioned proposed actions there are no other matters that the Board of Directors
intends to present or have the reason to believe others will present at the meeting.

Item 19. Voting Procedures

The vote of stockholders representing at least majority of the issued and outstanding capital stock entitled
to vote is required.

At every meeting of the stockholders of the corporation, each share of stock entitles its owner to one vote,
provided, however, that in the case of election of directors, every stockholder entitled to vote shall be
entitled to cumulate his shares and give one nominee as many votes as the number of directors to be
elected multiplied by the number of his shares, or he may distribute them on the same principle among as
many nominees as he shall see fit, provided that the entire number of votes cast by him shall not exceed
the number of shares owned by him multiplied by the entire number of directors to be elected.

Every stockholder entitled to vote at any meeting of the stockholders may so vote in person or by proxy,
provided that the proxy shall have been appointed in writing by the stockholder himself or by his duly
authorized attorney-in-fact. Unless otherwise provided in the proxy, it shall be valid only for the meeting
at which it has been presented to the Secretary. The instrument authorizing a proxy to act must be in the
hands of the Secretary not later than forty-eight (48) hours before the time for the meeting axe (Article II,
Sec. 7 of the By-Laws). Voting shall be by raising hands and need not be by ballot, the Corporate Secretary
shall duly count any action authorized upon the vote of the majority of the votes cast, except in the
election of directors, which shall be on the basis of cumulative voting hitch.

It is being noted that all items in the agenda shall be voted majority of the stockholders.

THE COMPANY'S ANNUAL REPORT ON SEC FORM 17 A WILL BE PROVIDED WITHOUT
CHARGE UPON WRITTEN REQUEST OF ANY SHAREHOLDERS OF RECORD ENTITLE TO
NOTICE OF AND VOTE OF AT THE MEETING, AT THE DISCRETION OF THE MANAGEMENT,
A CHARGE MAY BE MADE FOR EXIBITS, PROVIDED SUCH CHARGE IS LIMITED TO
REASONABLE EXPENSES INCURRED BY THE REGISTRANT IN FURNISHING SUCH EXHIBITS.
Such written request may be directed to our Corporate Secretary, Atty. Arthur R. Ponsaran, with Office
Address at unit 3104 31% floor Antel Global Corporate Center # 03 Dofia Julia Vargas, Ortigas Center
Center Pasig City.

PART I1

“WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE NOT
REQUESTED NOT TO SEND A PROXY.”

Waterfront Philippines, Inc. 18
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PART III

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, I certify that the information set
forth in this report is true, complete and correct. This report is signed in the City of Cebu on
August 28, 2018.

n, @W
By: |

U (Signai‘ure)

Precilla O. Toriano/Corporate Finance Director
(Printed Name / Title)

Waterfront Philippines, Inc. 19
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Financial and Other Information

Management Discussion and Analysis (See Annex I)
Financial Statements (See Annex II)
Changes In and Disagreements with Accounts on Accounting and Financial Disclosure-

NONE.
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Interim Periods and Comparable Discussions to Assess Material Changes:

Discussion and analysis on the operating results for the 1st quarter of 2018 is briefly

discussed on the attached SEC Form 17Q while for the 2nd quarter ended June 30, 2018

will be attached on or before the scheduled date of 2017 Annual Stockholders Meeting which is
duly received by SEC before its deadline on September 04, 2018. Attached herewith in this report
is a Letter of Undertaking which states the distribution of SEC Form 17-Q 2nd quarter of 2018
during the Annual Stockholders Meeting.

OPERATIONAL AND FINANCIAL INFORMATION
Market for Registrant's Common Equity and Related Stockholder Matters

1. The stocks of WPI shares which are listed on the Philippine Stock Exchange for the last two calendar
years are as set out hereunder:

Peso High | Low
2018

January - March 2018 1.350 | 0.790
April- June 2018 1.030 | 0.720
Peso High Low
2017

January - March 2017 0.650 | 0.335
April- June 2017 1.080 | 0.375
July- September 2017 1.520 | 0.810
October- December 2017 1.230 | 0.870
Peso High | Low
2016

January — March 2016 0.360 | 0.305
April- June 2016 0410 | 0320
July- September 2016 0380 | 0.320
October- December 2016 0.365 | 0.320

The number of stockholders of record as of December 31, 2017 on the Register of Shareholders was 402
but the company is not able to identify the actual number of beneficial owners who are registered under
the name of the member companies of the Philippine Stock Exchange (PSE). Common shares outstanding
as of December 31, 2017 were 2,498,991,753. There are no sales for the last three years of unregistered
securities,

2, The List of top 20 stockholders of record as of July 31, 2018 is as stated hereunder:

Name of Stockholder of Record No. of Shares %
1 The Wellex Group, Inc. 1,128,466,800 45.157
2 PCD Nominee Corporation (Filipino) 594,260,373 23.780
3 Silver Green Investments LTD 180,230,000 7.212
4, Chesa Holdings, Inc. 175,924,000 7.040
5. Tybalt Investment LTD 135,010,600 5.403
6. Pacific Wide Realty Development Corp. 36,445,000 1.458
7. |PCD Nominee Corporation (Non-Filipino) 33,146,501 1.326
8. Kenneth T. Gatchalian 30,000,100 1.200
9. Rexlen T. Gatchalian 30,000,000 1.200
10. [Weslie T. Gatchalian 30,000,000 1.200
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11. [Forum Holdings Corporation 20,626,000 0.825
12, |Primary Structures Corporation 16,212,500 0.649
13.  [Pacific Rehouse Corporation 15,598,900 0.624
14, |Rexlon T. Gatchalian 14,740,000 0.590
15. [Metro Alliance Holdings & Equities, Inc. 14,370,000 0.575
16. [Mizpah, Holdings Inc. 10,489,200 0.420
17.  |[Elvira A. Ting 10,000,009 0.400
18. |Catalina Roxas Melendres 6,246, 000 0.250
19. [Manuel H. Osmena 1,400,000 0.056
20. [Rolando M. Lim 1,142,500 0.046

3. The common stock of the company is being traded currently in the Philippine Stock Exchange. On June
16, 1999, the Parent Company declared cash dividend of Php 0.02 per share on its Common Shares
outstanding as of May 15, 1999. This amounted to Php 19.23 million. The Parent Company also declared a
10% stock dividend as of September 15, 1999 record date.

Company has not issue dividends since the year 2000. However, it promises to declare dividends once the
deficit is offset and the market for the coming years proper.

There is no restriction made by the company with regards to the declaration of giving a dividend to
stockholders.

4, Issuance and Exchange of Securities

In 2008, the Parent Company sold its investment in APHC totaling 4,900,000 shares at varying selling
price through the PSE. Total proceeds from the sales transactions, net of related expenses and taxes,
amounted to P 48.2 million. Gain on sale of APHC shares amounting to '10.1 million was recognized in
the December 31, 2008 consolidated statements of operations. The total proceeds from the sale transaction
amounting to P48.2 million, which was provided to TWGI s cash advances was recorded as receivable
from TWGI and part of the “Due from related parties” account in the consolidated balance sheets (see
Note 9). As of December 31, 2008, the Parent Company’s equity interest in APHC decreased to 69% FROM
75% IN 2007.

Date of Sale and Title | Names of Underwriters | Share # of Swap SEC FORM
and of Identity to whom it

Amount of Securities | May Sold

Sold

December 22, 2008 - Not applicable 500,000 @ P9.40 10.1
Common-4,700,000

June 19, 2008 - Not applicable 2,000,000 @ P10.00 10.1
Common-20,000,000

June 26, 2008 - Not applicable 700,000 @ P10.00 10.1
Common-7,000,000

June 30, 2008 - Not applicable 761,000 @ P10.00 10.1
Common-7,610,000

July 2, 2008 - Not applicable 9,390,000 @ P15.00 10.1
Common - 9,390,000
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The Compensation and Remuneration Committee has provided annual reports, information and proxy
statements on the disclosure of the compensation for the executives and officers of the Company.

The Audit Committee has been composed of three members, one of whom is independent. The said
Committee has reviewed all financial reports against compliance with both the internal financial
management policy and pertinent accounting standards. The Committee has also reviewed management
policies on financial management, audit plans, interface with the internal and external auditors. The
Committee has also developed a financial management system that ensured the integrity of internal
control activities throughout the Company.

The Corporate Secretary of Waterfront Philippines, Inc. is Atty. Arthur R. Ponsaran, a Filipino citizen. He
possesses the administrative and interpersonal skills. He is also a Certified Public Accountant. He
gathered all documents with regard to the discharge of his duties and responsibilities, prepared board
meeting notices, submitted through the SEC 17-C the annual certification as to attendance of the directors
during Board meetings.

The External Auditor for the year 2017 and 2016 is KPMG R.G. Manabat & Co., and was chosen by the
Board and approved by the stockholders upon recommendations of the Audit Committee.

The Internal Auditor reporting directly to the Audit Committee provided reasonable assurance that the
key organizational and procedural controls were effective, appropriate and complied.

The Manual for Corporate Governance has been made available to discerning stockholders during office
hours of Waterfront Philippines, Inc.

The reports required for the Manual were prepared and submitted to the Commission.

All material information that could potentially affect shares were publicly disclosed in accordance with
the rules of the Philippine Stock Exchange and the Commission, The Annual Reports were properly
disseminated to the stockholders.

The stockholders were given the right to elect, remove and replace directors in accordance with the
Corporation Code. Cumulative was used during the last annual stockholders’ meeting. They were also
provided the power of inspection of the corporate books and records including the minutes of the Board
Meetings, without costs and restrictions,

Other Matters

The Compliance Officer was deemed to have reported grave violations of the Manual but since there was
none, none was reported.

The Compliance Officer was deemed to have appeared before the Securities and Exchange Commission
upon summons but since there was none, said Officer was not compelled to, or Waterfront Philippines,
Inc. being a helding company and limited in terms of physical office space with only a few people holding
key functions, it was enough that a few copies were available for inspection by all of its few employees.

The company did not issue any additional shares during the year to make use of the pre-emptive right for
the stockholders.

The shareholders had been granted the right to propose the holding of a meeting, right to propose items
in the agenda, but to date none has been communicated to the management of the Company regarding
such proposals.

None so far has expressed to exercise his right to Appraisal in the last annual meeting of the stockholders.

The company has submitted its Revised Manual on Corporate Governance in accordance with SEC
Memorandum Circular No. 6, series of 2009 “Revised Code of Corporate Governance.
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ANNEX 1

The year 2017 delivered mixed results for WPL Your company has accomplished major milestones this

SALYHT

—

areas of our operations. We are confident that these cigflienges @n be pglved by e%i’oloyin i
strategies towards setting the entire group back in sync and on track.

Waterfront Cebu City Hotel and Casino (WCCHC), our largest hotel, remains an excellent performer
overall, with double-digit increases in significant aspects of operations. Occupancy has grown 12%, from
61% in 2016 to 73% this year. Revpar is up an impressive 20%, from PHP 1,537 the previous year to PHP
1,852 this year. Rooms generated PHP 359.42 million in 2017 well above PHP 300.67 million in 2016,
another remarkable leap of 20%. F&B contributed PHP 348.54 million this year, compared to PHP 308.33
million the past year — yet another double-digit gain of 13%. ARR has increased by 1%, from PHP 2,508 in
2016 to PHP 2,530 in 2017. Rent and related income generated PHP 334.19 million in 2017 compared to
PHP 328.21 million in 2016, up by 2%. Other operating departments preduced PHP 11.36 million.

As previously mentioned, gross revenue crossed the PHP 1 billion mark for the first time: from PHP
951.44 million in 2016, it has surged to PHP 1.05 billion in 2017 —a pivotal achievement and signifying a
leap of PHP 102.07 million in annual revenue. We are optimistic that the uptrend beyond the one billion
point will continue as the company moves forward and builds on its momentum. GOP is up 7%, from
PHP 393.27 million in 2016 to PHP 422.16 million this year, which makes for PHP 28.88 million of added
revenue. NOP has grown by double digits, from PHP 157.62 million in the past year to PHP 184.29 million
this year —a rise of 17% or PHP 26.66 million in revenue.

These impressive numbers are reinforced by effective cost control measures. Despite the high growth,
WCCHC as a property managed to limit costs to relatively low figures. In 2017, cost and expenses for the
property only increased by 13%, at PHP 631.35 million in 2017 compared to PHP 558.17 million in 2016.
Payroll and energy cost were also kept in check, despite the growth in demand and operations.

Waterfront Airport Hotel and Casino (WAH) demonstrates outstanding production for another year.
High demand for the property has resulted in one of our best-ever annual records for occupancy. From
the previous year’s 91%, the occupancy rate for this property skyrocketed to 97%, a growth of 6%. Revpar
is up by 23%, from PHP 2,298 in 2016 to PHP 2,838 in 2017. The double-digit growth trend continues for
other categories. ARR reflects a 15% increase from PHP 2,534 in 2016 to PHP 2,927 in 2017. Rooms
revenue is up 21%, from PHP 129.42 million in 2016 to PHP 156.53 million in 2017. F&B revenue
increased from PHP 76.89 million in 2016 to PHP 77.52 million in 2017, a rise of 1%. Rent and related
income is up by 10% at PHP 160.62 million versus PHP 145.49 million the past year. Other operating
departments collectively grew revenue by 17%, from PHP 11.38 million in 2016 to PHP13.36 million in
2017. Gross revenue for the property grew by 12%, from PHP 363.17 million in the previous year to PHP
408.03 million this year. GOP is up a staggering 24%, from PHP 165.92 million the past year to PHP
205.03 million in 2017. NOP increased by double digits as well, growing by 19% at PHP103.86 million,
from PHP 87.52 million in 2016.

Cost and expenses at the property were kept at a minimum, increasing by merely 3% despite the

heightened operations resulting from building demand. Payroll cost increased by a modest 13% and
energy cost increased by only 2%.
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Waterfront Insular Hotel Davao (WIHD) shows conservative yet still positive overall growth this year.
The property has performed well despite competition from newer properties in the Davao area. ARR is at
PHP 2,212 in 2017, up 5 % from last year’s PHP 2,104. Revpar increased by 4% from PHP 1,468 in 2016 to
PHP 1,530 in 2017. Rooms revenue is up by 5% as well, from PHP 80.43 million in 2016 to PHP 84.62
million this year. F&B revenue increased by 1%, from PHP 105.64 million in 2016 versus PHP 106.98
million in 2017. Occupancy this year is at 69%. Gross revenue is at PHP 196.63 million, up 3% from PHP
191.54 million in 2016. GOP is at PHP 28.83 million, NOP decreased by 2%, from PHP 12.40 million in the
past year to PHP12.09 million this year.

Cost control measures have contributed to sustaining overall profitability. Payroll cost was effectively
dropped by 30%, from PHP 42.95 million the past year to PHP 29.89 million currently. Energy cost was
kept almost level at PHP 27.34 million versus PHP 27.03 million in 2016, a 1% increment.

Manila Pavilion (MPH) has faced considerable stresses this year, resulting in lower performance in
comparison to our provincial properties, which posted double-digit strides, yet the property still
managed to deliver positive figures in some aspects of operations. Occupancy rate is at 50%. Revpar is at
PHP 1,189. ARR increased by 5% from PHP 2,274 in 2016 to PHP 2,378 in 2017. Rooms revenue also
increased by 0.3% from PHP 151.60 million in 2016 to PHP 152.12 million in 2017. Rent and related income
is at PHP 182.34 million. F&B revenue is at PHP 93.85 million. Other operating departments generated a
210% increase in income, from PHP 2.66 million in 2016 to PHP 8.25 million in 2017. Gross revenue for the
property is at PHP 436.56 million. GOP is at PHP 65.29 million and NOP is at PHP -43.96 million.

Cost control measures have successfully reduced expenses for the company, with payroll cost and energy
cost decreasing by 3% and 5% respectively. Overall cost and expenses was reduced by 1%.

The difficulties faced by MPH in 2017 were in part due to infrastructure challenges in Metro Manila and
the tourism climate, which were not favorable to our Manila property. MPH also experienced a decline in
revenue due to the expiry of its long-term contract with PAGCOR. We resolved this by immediately
acting upon a new contract to supplant lost revenue streams.This gap between corporate agreements
reflected on 2017’s figures, but the property’s productivity would have turned around in 2018 had the
contracts materialized.

In the spirit of transparency and timely disclosure, we must bring up the incident of the fire at the
Pavilion on March of 2018. While beyond the usual scope of this report, it is a topic that needs to be
addressed. The fire resulted in significant damage to our Manila property, resulting in its temporary
closure. Rest assured, however, that we have been working tirelessly towards resuming our Manila
operations and are on the path to not merely rebuilding but transforming it into an even better property.

In previous years, limitations of the product— the Pavilion, upon acquisition, having already been an
older property - also limited the infrastructure development of the hotel. Now that there is a chance to
start from a completely new blueprint, we are taking the opportunity to rebuild in a revolutionary way.
We plan to modernize and truly maximize the hotel’s strategic advantages. The Pavilion’s unique location
advantage, having the potential to tap markets among Manila’s neighboring districts for recreation,
historical tourism and business, is about to be harnessed to its fullest potential.

A new and transformed hotel will be the main attraction in this captured market. The Pavilion is set for a
full upgrade and redesign of facilities to create an optimal experience with an impressively wide range of
options for guests. Full modernization will make it state-of-the-art in its class. The new additions and
upgrades will ensure the buildup of new market interest and solidify its competitive edge.
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Among its new luxurious facilities are a brand-new, fully modernized swimming pool area and recreation
floor, exciting new dining outlets within a fully redesigned casino area, al fresco rooftop dining and a cafe
with an exhilarating view. Rooms will be outfitted with all-new equipment and amenities, and designed
to fit modern cosmopolitan tastes. The hotel area will undergo a design transformation that will delight
and surprise the market. The new Pavilion will be 360-degree leisure, entertainment, relaxation, business
and hospitality experience as never before. The property being situated in historic Old Manila, one of the
most dynamic business and leisure centers in the Philippines, will once more shine as its crown jewel.

Waterfront’'s consolidated revenues for the year reflect this mixed outcome among the properties.
Occupancy for the group increased by 3%, from 69% in 2016 to 72% in 2017, Gross revenue is at PHP 2.10
billion. GOP is at PHP 684.15 million. Net income is at PHP 198.73 million. Rental revenue is at PHP
675.83 million. Rooms revenue was boosted by double digits, from PHP 662.12 million in 2016 to PHP
752.69 million in 2017, an increase of 14%. F&B revenue is also strong overall, increasing from PHP 595.04
million in 2016 to PHP 629.40 million in 2017, a growth of 6 %. Other income is at PHP 47.02 million.
Revpar increased by 13%, from PHP 1,643 in 2016 to PHP 1,852 in 2017. ARR rose by 7%, from PHP 2,355
fast year to PHP 2,512 in the current year.

Operating expenses are at PHP 1.42 billion. Energy cost was effectively controlled for the group overall,
increasing only by 3%, from PHP 330.68 million in the past year to PHP 339.74 million this year. Payroll
cost dropped by 3%, a decrease from PHP 336.52 million in 2016 to PHP 326.88 million this year.

Despite the challenges, the Waterfront brand remains as robust as ever. Our new tagline, “We're at the
center of it all.” and our new revitalized brand signify our leadership in the industry, our strength and
ability to draw the market. What does this mean for our company? It demonstrates an alignment of
objectives, a powerful, unified message and a confident voice. Waterfront continues to leverage its
strengths, both of its infrastructure and its network, to maintain a competitive edge in the hospitality
industry.

Being at the center of it all requires innovation. We continue to be innovative in reaching our market. Qur
online production this year remains consistent with the growing global trend with an 23% growth rate on
revenue at PHP 329.15 million from last year’s PHP 268.29 million contributing 43% of the total Rooms
gross revenue. We are highly confident in this area of growth for our company as we continue to shift our
focus to tech-savvy markets, which are proving to be ideal markets, and leverage the power of new
technology to open doors for our brand.

Maintaining a positive trajectory requires effective and strategic decision-making. Our group continues to
forge ahead as a market leader by strategically optimizing our assets, locations, organization, operations
and brand to deliver a superior product and emerge at the top of our game. We have already carved out
our vision for the company. Waterfront Properties is on a clear trajectory to driving further growth by
moving on our path with decisiveness — the ability to respond immediately and effectively to whatever
challenge lies ahead, and the confidence to rebrand and rebuild better than ever.

Management’s Discussion and Analysis or Plan of Operation

Figures for Waterfront Properties, however, continue to show overall strength. The performance of our
provincial properties provided a much-needed counterbalance, signifying the distribution of growth in
the hospitality market, which is no longer confined to the capital and is moving towards tourism hotspots
in the South. The political climate has also fueled this growth and confidence in the Philippine provinces
as the new gateways for tourism,
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Consolidated figures among the properties reflect this mixed profile. Gross revenue is PHP 2.10 billion.
GOP is PHP 684.15 million. Net income is PHP 198.73 million. Occupancy for the group grew by 3%, from
69% in 2016 to 72% in 2017, Rooms revenue surged from PHP 662.12 million in 2016 to PHP 752.69 million
in 2017, an increase of 14%. Rental revenue is at PHP 675.83 million. F&B revenue increased from PHP
595.04 million in 2016 to PHP 629.40 million in 2017, a 6% positive growth. Revpar grew by 13%, from
PHP 1,643 in 2016 to PHP 1,852 this year. Other income is at PHP 47.02 million. ARR increased by 7%,

from PHP 2,355 in 2016 to PHP 2,512 in 2017.

Below are the results of operations of the Parent Company and its subsidiaries, for the years ending

December 31, 2017 and 2016 together with its financial conditions as of the same period.

RESULTS OF OPERATIONS (Amounts in P)

2017 2016
Revenues 2,104,932,423 | 2,135,345,241
Less: Costs and Expenses 1,420,782,863 1,362,379,137
Gross Income 684,149,560 772,966,104
Other Expenses (Income) 384,967,631 301,577,757
Net Income (Loss) Before Income Tax 299,181,929 471,388,347
Income Tax Expense (Benefit) 100,448,728 152,503,361
NET INCOME (LOSS) 198,733,201 318,884,986
Earnings (Loss) Per Share 0.087 0.115
FINANCIAL CONDITION (Amounts in P)
2017 2016
ASSETS

Current Assets 2,502,900,348 2,096,232,446

Non Current Assets 6,849,909,245 7,011,111,868

Total Assets 9,352,809,593 9,107,344,314
LIABILITIES

Current Liabilities 1,929,206,522 1,828,565,697

Non-current Liabilities 1,406,088,464 1,444,411,625

Total Liabilities 3,335,294,986 3,272,977,322

Total Stockholders’ Equity 5,150,133,268 4,940,346,932

867,381,339 894,020,060
Minority Interest
Total Liabilities & S/H Equity 9,352,809,593 9,107,344,314
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Calendar Year -ended December 31, 2017 as compared with Calendar Year ended December 31, 2016

RESULTS OF OPERATION

Revenues and Earnings per share

Total revenues for year ended Dec. 31, 2017, was lower than the previous year. In actual
performance, revenues from hotel & other subsidiaries for the year 2017 is at P2.10B compared to
2016's P2.14B, decreased by 1.42%

Earnings per share for 2017, P0.087 and P0.115 for 2016. There are no potentially dilutive shares as
of December 31, 2017, 2016, 2015.

Cost and expenses

Cost and expenses of 2017 is at 1.42B with 4.29% increased from last year.

FINANCIAL CONDITION

Cash and cash equivalents - This account increased by P141.63M which is higher from last year
by 69.33%.

Receivables - Decreased by 3.01% from P235.45M in 2016 to P228.36M in 2017.

Notes Receivable - The Group extended loans to Acesite Leisure and Entertainment Corporation
(ALEC) amounting to P195.01 million payable on December 31, 2018, and bear interest at 4% per
annum (see Note 21). The loan is guaranteed by another entity in behalf of ALEC.

Inventories - Inventories increased by 20.33% from last year.

Due from related parties-current portion — The account increased to P64.22M an amount equivalent
to 4.18%. This represents interest bearing advances to TWGI, PRC and Crisanta Realty. It also
includes from PHES which is non-interest bearing, This year of 2017, these advances are due in
one year, subject to yearly renewal and re-pricing.

Prepaid expenses and other current assets - An increased of P7.16M from last year's P90.40M.
Prepaid expenses are defined as payment for services and/or benefits yet to be performed or
received; it also includes prepaid taxes and insurance.

Property plant & equipment - This year at 2.95% decreased from last year’s P6.59B. In compliance
with PAS 27, property and equipment (except operating and transportation equipments) were
carried at revalued amounts effective 2009.

Other non current assets - There is an increased of P2.56M on this account, an amount equivalent to
9.14% compared from last year.

Current Liabilities - The account consisted of trade payable, income tax payable, accruals and loans
payable. The account increased by 5.50% from last year; P1.83B in 2016 to P1.93B in 2017.

Loans Payable - Remained static at P375M.This consisted of SSS Loan only. PBB loan was fully
paid on April 29, 2016 while ICBC loan was also fully paid March 31, 2016.

Other current liabilities ~ The account resulted a decreased of 40.03%. This refers to
concessionaire, other deposits and deferred income.,
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Calendar Year ended December 31, 2016 as compared with Calendar Year ended December 31, 2015
RESULTS OF OPERATION

Revenues and Earnings per share

Total revenues for year ended Dec. 31, 2016, was higher than the previous year. In actual
performance, revenues from hotel & other subsidiaries for the year 2016 is at P2.14B compared to
2015’s P2.10B. Increase of 34.44M or 1.90%

Earnings per share for 2016, P0.115 compared to 2015 at P0.051. There are no potentially dilutive
shares as of December 31, 2016, 2015, 2014.

Cost and expenses

Cost and expenses of 2016 is at 1.36B with 42M decrease from last year or 2.99%.

FINANCIAL CONDITION

Cash and cash equivalents - This account increased by P31.13M which is higher from last year by
17.97%.

Receivables - Increased by 10.33% from P213.71M in 2015 to P235.45M in 2016.
Inventories - Inventories decreased by 3.79% from last years P29.30M.

Due from related parties-current portion - The account decreased to P72.31M an amount equivalent
to 4.49%. This represents interest bearing advances to TWGI, PRC and Crisanta Realty. It also
includes from PHES which is non-interest bearing. This year of 2016, these advances are due in
one year, subject to yearly renewal and re-pricing.

Prepaid expenses and other current assets — An increased of P13.42M from last year’s
P76.98M.Prepaid expenses are defined as payment for services and/ or benefits yet to be
performed or received; it also includes prepaid taxes and insurance.

Property plant & equipment - This year at 11.13% increased from last year P5.93B. In compliance
with PAS 27, property and equipment (except operating and transportation equipments) were
carried at revalued amounts effective 2009.

Available for sale investments - In July and August 2005, the BOD approved the conversion of
APHC's net receivables from related parties amounting to P43.30 million into 86.71 million shares
of stock of WII which are listed in the PSE. The conversion resulted to a loss on exchange of assets
of P31.10 mitlion for APHC. The fair market value of the shares based on closing market price as
at December 31, 2016 and 2015 amounted to ’16.82 million and P18.21 million, respectively.
Valuation loss recognized in OCI in 2016 and 2015 amounted to P1.39 million and P4.77 million,
respectively, while a valuation gain amounting to P6.07 million was recognized in 2014.

Other non current assets - There is a decreased of P12.7IM on this account, an amount equivalent
to0 31.24% compared from last year.

Current Liabilities - The account consists of trade payable, income tax payable, accruals and
loans payable. The account decreased by 25.16% from last year; P2.44B in 2015 to P1.83B in 2016.

Loans Payable - Decreased by 24.40% or P121.03M. This consists of SSS Loan only. PBB loan was
fully paid on April 29, 2016 while ICBC loan was also fully paid March 31, 2016.

Other current liabilities - The account resulted a decreased of 95.27%. Decreased of P516.91M
was atiributable to Concessionaires’ and other deposits and Current portion of advance rental.
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TOP 5 PERFORMANCE INDICATORS
As of December 31, 2016, 2015 and 2014
December 2017 December 2016 December 2015

Occupancy percentage 72% 69% 66%

Average Room Rates 2,512 2,355 2,270

Average Food Covers 321,947 304,378 324,326

Average Food Checks 402.26 368.34 368.28

Average Food Costs 36% 36% 42%
Occupancy Percentage

The Company’s occupancy percentage for 2017 was 72%, higher by 3% as compared to last year's 69%.
This is computed by dividing the total number of rooms sold over the total number of rooms available for
sale.

Average Room Rate
Average room rate increased by 7% compared to last year’s balance of 2,355. It is computed by dividing
the total rooms revenue over total number of rooms sold.

Average Food Covers
Food covers increased by 6%. This pertains to increasing number of guests that availed our outlets.

Average Food Checks

The average food checks or the average consumption per guest increased by 9%. As always, the Company
has doubled its efforts in satisfying the eclectic tastes of the guests and marketing them by various
promotions.

Average Food Costs

Food costs for 2017 at 36%. The Company is continually contemplating ways to avoid higher food costs
without jeopardizing the quality of its products. Total cost of food sold divided by food revenue.

Key Variable and Other Qualitative and Quantitative Factors:

(i) Any known Trends, Events or Uncertainties-(material impact on liquidity}-NONE

(ii) There are no events that will trigger direct or contingent financial obligation that is
material to the company, including any default or acceleration of an obligation.

(iii) There are no material off-balance sheet transactions, arrangements, obligations
(including, contingent obligations), and other relationships of the company with
unconsolidated entities or other persons created during the reporting period.

(iv)There are no material commitments for capital expenditures, general purpose of
such commitments, expected sources of funds for such expenditures.

(v} From continuing operations, the Company is not exposed to any significant elements of
income or loss except for those already affecting profit or loss.

(vi) Causes of material changes in the items in the financial statements from the year ending 31
December 2017 - NONE
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Corporate Governance
The following are the point-by-point compliance of the Company to the Manual:

The Company has a compliance officer in the name of Precilla O. Toriano as required by the Manual for
Corporate Governance. Said Compliance Officer reported directly to the Chairman of the Board and in his
absence, to the executives of the Company.

The Compliance Officer monitored the compliance regarding the provisions and requirements of the
Corporate for Governance Manual.

The Compliance Officer is issuing this certification to the extent of compliance of the Company to this
Manual.

The Compliance Officer has identified, monitor and controlled the compliance risks involved in the
Company considering the large scope of its operations and the accounting procedures that have to be
done correspondingly.

The Board of Directors has taken care of its responsibility to foster long-term success of the Corporation
through its meeting every other month. Each meeting has been carefully recorded in minutes. The
authority given to each Board member has been within the by-laws of the Company and within the limits
of the law.

The Board of Directors has implemented a process of selection to ensure the combination of its directors
and officers.

The Corporation through the Board and the Corporate Secretary has complied with all the relevant laws,
regulations and codes of best business practices.

The Board of Directors has implemented the proper disclosure of information to its stockholders as
exemplified in the General Information Statement sent to each of them.

According to Company’s assessment, the directors have conducted fair business transactions with the
Corporation, seen to it that personal interests did not prejudice their Board decisions, have devoted time
and attention needed for the discharge of their duties and responsibilities, acted judiciously, exercised
independent judgment, observed confidentiality, and ensured the continuing soundness, effectiveness
and adequacy of the Corporation’s internal control environment.

The Board has created committees, namely: the Nomination Committee, Compensation & Remuneration
Committee, and the Audit Committee.

The Nomination Committee, composed of 3 voting directors (one is independent), is in charge of the
screening of the candidates for a seat in the Board of Directors in accordance to the qualifications set in the
Manual. Said Committee has also considered the disqualifications specifically enumerated.

The Compensation and Remuneration Committee is composed of three members, one of them is
independent as provided for in the guidelines.

The Compensation and Remuneration Committee has made sure that the compensation of the key officers
and executives of the Company was in line with the culture and policies of the Company.

The Compensation and Remuneration Committee has developed a formal and transparent procedure for
developing a policy on executive remuneration and for fixing the remuneration packages of individual
directors and officers. The Committee has also developed a system regarding disclosure of all the
incoming officers as to their business interests which might be in conflict with that of the Company. No
director or officer has been allowed to decide on his own remuneration.
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CERTIFICAﬁON OF INDEPENDENT DIRECTOR

I, ARTHUR M. LOPEZ, Filipino, of legal age and a resident of The Ritz Tower
Condominium, 6745 Ayala Avenue, Makati City, after having been duly sworn to
in accordance with law do hereby declare that:

1. I 'am a nominee for indgpendent director of Waterfront Philippines Inc. and
have been its independent director since 2014.

2. | am saffiliated with the following companies or organizations

COMPANY/ORGANIZATION

POSITION/RELATIONSHIP

PERIOD OF SERVICE

AML Hotel Consultancy

Principal/Qwner

2010 - present

Waterfront Phils. Inc

independent Director

2002 - present

Acesite ( Phils.) Hotel Corporation

Chairman/ Independent Director

2004 — present

Phil. Estates Corporation

Director

1996 — present

Phil. Hotel Owners Association Inc.

President

2006 — present

Hotel Management and Development
Consultant (Double Dragon Properties Corp)

Consultant

2013 — present

Hotel of Asia Inc- Hotel 101 Manita, Hotel 101
Fort, Hotel 101 Management Corp.

Hotel Management Consultant

2013 - present

Bellevue (Bohol , Manila, Quezon City, Baguio)

Hotel Management Consultant

2003 — present

Wydham Garden Quezon City ( Wellworth
Properties and Development Corporation)

Hotel Management and Development
Consultant and Project Consultant

2016 - present

LP3 Emerald Hotel & Casnno -Mactan, Cebu
City

Hotel Management and Development
Consultant and Project Consultant

2017 — present

Sweetwater Corporation - Azumar Resort
Hotel and Tahanan Resort, Siargao

Hotel Management, Technical Services
and Project Consultant

Present

3. | possess all the qualifications and none of the disqualifications to serve as
an Independent Director of Waterfront Phils. Inc., as provided for in
Section 38 of the Securities Regulation Code, its lmplementmg Rules and
Regulations and other SEC issuances.

4. | am related to the following director /officer/substantial shareholder of

(covered company and its subsidiaries and affiliates) other than the

(where applicable)

relationship provided under Rule 38.2.3 of the Securities Regulation Code.

NAME OF
DIRECTOR/OFFICER/SUBSTANTIAL
SHAREHOLDER

COMPANY

NATURE OF
RELATIONSHIP

N/A

N/A N/A

5. To the best of my knowledge, | am not the subject of any pending criminal
or administrative investigation or proceeding/l disclose that | am the
subject of the following criminal/administrative investigation or proceeding

(as the case may be):




OFFENSE TRIBUNAL OR AGENCY STATUS
CHARGED/INVESTIGATED INVOLVED

N/A N/A N/A

6. (For those in government service/affiliated with a government agency or
GOCC) | have the required written permission or consent from the (head
of the agency/department) to be an independent director in

, pursuant to Office of the President

Memorandum Circular No.17 and Section 12 Rule XVIlI of the Revised

Service Rules.

7. | shall faithfully and diligently comply with my duties and responsibilities as
independent director under the Securities Regulation Code and its
implementing Rules and Regulations, Code of Corporate Governance and
other SEC issuances.

8. | shall inform the Corporate Secretary of of any
changes in the abovementioned information within five days from its
occurrence.

Done, this AlG 2 8;9108 at__ cEBUCITY

(Gtbbge mPorg

Affiant

AUG 2.8 2018

SUBSCRIBED AND SWORN to before me this day of
at ; , affiant personally appeared before me
and exhibited to me hisE ?ﬁg G issued at
on .

Doc. No. 30 - TS
Page N%.f.lfq_ ; NN q%\
%

\.
Book No S |
. : - %7 ROLL No JOSELITO RAMION §. CASTILLO
Series of i . 40417 { NOTARY PUBL
.+ NOTARY *:  NOTARIAL COMMISSION NG 75%08; UNTINRAC, _3;.3013
<L PUBLIC /@ LOWER LEVEL, WATERFRONT CERU GITN\HOTEL
RSN gf ONE SALINAS DRIVE, LAHUG, CEBL}
A OC' "‘“'; 7 ROLL OF ATTORNEY'S NO. 40417
- /7'y PH“'\ PTRNO 1433813/CEBU CITY/12/28/17

p (B LIFETIME MEMBER NO. 05244
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CERTIFICATION OF INDEPENDENT DIRECTOR
|, SERGIO ORTIZ- LUIS JR, Filipino, of legal age and a resident of 151 corner 3™ St., and 10t Ave.,

Frt]iverside Village, Pasig, after having been duly sworn to in accordance with law do hereby declare
that:

e | am a nominee for independent director of Waterfront Philippines Inc. and have been its
independent director since 2013.

+ | am affiliated with the following companies or organizations

COMPANY/ORGANIZATION POSITION/RELATIONSHIP PERIOD OF

SERVICE
Acesite (Phils.) Hotel Corporation Independent Director 2013- present
Alfiance Global Vice Chairman 2007- present
Phil.Chamber of Commerce & Industry Honorary Chairman/Treasurer 2008- present
™ PHILEXPORT President/ CEQ 1991- present
ECOP Past  Presidenty  Honorary | 2010- present
Chairman
Philippine Estates Corporation Director 2015- present
International Chamber of Commerce of | Founding Director present
the Philippines
Manila Exposition .Complex inc ( World | Director present
Trade Center)
Consulate of Romania in the Philippines | Honorary Consul General 2015- present
| The Wellex Group Director present

¢ | possess all the qualifications and none of the disqualifications to serve as an Independent
Director of Waterfront Philippines Inc as provided for in Section 38 of the Securities
Regulation Code, its Implementing Rules and Regulations and other SEC issuances.

‘ * | am related to the following director /officer/substantial shareholder of (covered company and
= its subsidiaries and affiliates) other than the relationship provided under Rule 38.2.3 of the

Securities Regulation Code. (where applicable)
NAME OF COMPANY NATURE OF
DIRECTOR/OFFICER/SUBSTANTIAL RELATIONSHIP
SHAREHOLDER
N/A N/A N/A

e To the best of my knowledge, | am not the subject of any pending criminal or administrative
investigation or proceeding/l disclose that | am the subject of -the following
criminal/administrative investigation or proceeding (as the case may be):"

OFFENSE TRIBUNAL OR AGENCY STATUS
CHARGED/INVESTIGATED INVOLVED
N/A N/A N/A




| | | |

6. (For those in government service/affiliated with a government agency or GOCC) | have the required
written permission or consent from the (head of the agency/department) to be an independent director
in ___, pursuant to Office of the President Memorandum Circular No.17 and
Section 12 Rule XVIII of the Revised Service Rules.

7. 1 shall faithfully and diligently comply with my duties and responsibilities as independent director
under the Securities Regulation Code and its implementing Rules and Regulations, Code of Corporate
Governance and other SEC issuances.

8. 1 shall inform the Corporate Secretary of of any changes in the
abovementioned information within five days from its occurrence.

Done, this AUG & §a3ﬁ33 , at CEBUW .

— /7 Affiant

AUG 2 8 2013

SUBSCRIBED AND SWORN to before me this ______ day of at
, affiant personally appeared before me ‘me and exhibited to me his / her
issued at on .
Doc. No. ;
Page No. ;
Book No. : s \\QW
Series of Cz ’ é"
=S5 ROLL No\
e ,' 40417 JOSELITO R ON
i NOTARY _ NOTApy I lo
% . PUBLIC e NOTARIAL CoMAzisy, 1 g0, 7m°'5 Ty
W e e,
. A
NS ROLL OF ATTO BV e, BV CITY
Thmema NO 1433813
I8P LFETIVME mentban ,I;/ 12/28/47



CERTIFICATION OF INDEPENDENT DIRECTOR

- |, RUBEN D. TORRES, Filipino, of legal age and a resident of #22 Kalaw Ledesma Circle, Tierra

Verde Homes, Tandang Sora, Quezon City, after having been duly sworn to in accordance with

law do hereby declare that:

1. 1 am a nominee for independent director of Waterfront Philippines Inc. and have been its

independent director since 2014.

2. 1 am affiliated with the following companies or organizations

POSITION/RELATIONSHIP

Services Exporters Risk Management &
| Consultancy Co (SERMC)

COMPANY/ORGANIZATION PERIOD OF
. SERVICE
BPO Workers Association of the Phils. | President Present
(BWAP)
Trade Union Congress of the Philippines | VP- International Affairs Present
Chairman / CEQ Present

Torres Caparas Torres Law Offices

Senior Partner

1998- present

Waterfront Philippines Inc.

Board of Director

2006- present

Acesite Philippines Hotel Corp

Board of Director

2014- present

3. | possess all the qualifications and none of the disqualifications fo serve as an
Independent Director of Acesite Phils Hotel Corp, as provided for in Section 38 of the
Securities Regulation Code, its Implementing Rules and Regulations and other SEC

issuances.

4. | am related to the following director /officer/substantial shareholder of (covered company
and its subsidiaries and affiliates) other than the relationship provided under Rule 38.2.3

of the Securities Regulation Code. (where applicable)

NAME OF COMPANY NATURE OF
DIRECTOR/OFFICER/SUBSTANTIAL RELATIONSHIP
SHAREHOLDER

N/A

N/A N/A

5. To the best of my knowledge, | am not the subject of any pending criminal or
administrative investigation or proceeding/l disclose that | am the subject of the following
criminal/administrative investigation or proceeding (as the case may be):

OFFENSE

TRIBUNAL OR AGENCY

INVOLVED

STATUS

CHARGED/INVESTIGATED

N/A N/A

N/A

6. {(For those in government service/affiliaied with a government agency or GOCC) | have the
required written permission or consent from the (head of the agency/depariment) to be an




independent director in . pursuant to Office of the President
Memorandum Circular No.17 and Section 12 Rule XVIII of the Revised Service Rules.

7' | shall faithfully and diligently comply with my duties and responsibilities as independent
director under the Securities Regulation Code and its implementing Rules and Regulations, Code
of Corporate Governance and other SEC issuances.

8. | shall inform the Corporate Secretary of of any changes in the
abovementroned mforngatﬁﬁ hin five days from its occurrence.

Done, this at QEBU'm ) %

. Affiarit
SUBSCRIBED AND SWORN to before me this day of at
-€ERECIP— affiant personally appeared hefore me and exhibited to me his / her
issued at on .
Doc. No.
Page No. e,
Book No. P {\QW?” P
Series of e '-Q%\
"c-?_-r' ROLL NO\Q \
* 40417 JOSSLITO R
') NOTARY ® BOTARY FIsR
O PuBlic /& NETESI" COMMISSIONNO, 76:05: UM R\DEC. 1, 2048
D Lo\ RUEVEL, WATERFROMY CEBU CRYY HOTEL
\q'ry PHILY S OHE SALINAS DRIVE, LAHUG, CEBULITY
patd - ROLL OF ATTORNEY'S NO. 40417

PTRNO 1433813/CEBU CITY/12/28/17
IBP LIFETIME MEMBER NO. 05244



UNDERTAKING

Waterfront Philippines, Inc. hereby undertake to distribute a copy of SEC FORM 17-Q
for the 2" quarter of 2018 to WPI Stockholders during the Annual Meeting to be held
on October 13, 2018.

ENNETH T. GATCHALIAN
residgnt



CERTIFICATION

I, ARSENIO A. ALFILER, JR., of legal age and with office address at Unit 3104 Antel Global
Corporate Center, #3 Dofia Julia Vargas Avenue, Ortigas Center, Pasig City, after being duly sworn to
in accordance with law, do hereby certify:

| am the duly elected Assistant Corporate Secretary of WATERFRONT PHILIPINES, INC., a
corporation duly organized and existing under Philippine laws with principal office at 1 Salinas Drive,
Lahug Cebu City (the “Corporation”).

All incumbent directors and officers of the Corporation are not connected with any
government agency or instrumentality.

| execute this Certification to comply with the requirements of the Securities and Exchange
Commission.

IN WITNESS WHEREOF, | have hereunto set my hand this 21 day of August 2018 in
the City of Pasig.

Propassn 7.
ARSENIO A. ALFILER, JR.
Assistant Corporate Secretary

2 A

Subscribed and sworn to before me this _A|JG 7 § 7(18at PASIG CITY , affiant
exhibiting to me his TIN with No. 108160743.

ATTY. NINA CLAIRE ESCOTUL
Notary Public for Pasig City -
Appointment No. 43 Until December (3):)];13 -
Roll No. 69725, IBP No. 0%912.,RSM. o
e PTR No. 3872127, Pasig City, 17 hg,eﬁ e
o1 s Ami th:im; pasig City
fia Juli €., tet,
Soote s oo Jumv::i;‘fiu:dtotheBarZOIT
BOOI( NO. i, gl -

Series of 2018.
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COMPANY NAME : WATERFRONT PHILS., INC. Page 1

LIST OF ALL STOCKHOLDERS
As Of July 31, 2018

STOCKHOLDER'S MNAME OUTSTANDING & QUTSTANDING & TOTAL PERCENTAGE NATIONALIT
ISSUED SHARES ISSUED SHARES HOLDINGS TO
{FULLY PAID) {PARTIALLY PAID) {SUBSCRIBED) TOTAL

THE WELLEX GROUP, INC. 1,128,466,800 ] 1,128,466,800 45,157 FILIPINO
PCD NOMINEE CORP. (FILIPINO} 594,260,373 0 594,260,373 23.780 FILIPINO
SILVER GREEN INVESTMENTS LTD. 180,230,000 0 180,230,000 7.212 OTHERS

CHESA HOLDINGS, INC. 175,924,000 0 175,924,000 7.040 FILIPINO
TYBALT INVESTMENT LTD. 135,010,000 0 135,010,000 5403 BRITISH
PACIFIC WIDE REALTY DEVELOPMENT CORP. 36,445,000 0 36,445,000 1.458 FILIPINO
PCD NOMINEE CORP. {NON-FILIPINOD} 33,146,501 0 33,146,501 1.326 OTHERS

KENNETH T. GATCHALIAN 30,000,100 0 30,000,100 1.200 FILIPINO
REXLON T. GATCHALIAN 30,000,000 0 30,000,000 1.200 FILIPINO
WESLIE T. GATCHALIAN 30,000,000 0 30,000,000 1.200 FILIPINO
FORUM HOLDINGS CORPORATION 20,626,000 0 20,626,000 0.825 FILIPINC
PRIMARY STRUCTURES CORPORATION 16,212,500 0 16,212,500 0.649 FILIPINO
PACIFIC REHOUSE CORPORATION 15,598,800 0 15,598,800 0624 FILIPINO
REXLON GATCHALIAM 14,740,000 0 14,740,000 0.590 FILIPINO
METRO ALLIANCE HOLDINGS & EQUITIES, INC. 14,370,000 0 14,370,000 0.575 FILIPINO
MIZPAH HOLDINGS, INC. 10,489,200 0 10,489,200 0.420 FILIPINO
ELVIRA A. TING 10,000,009 0 10,000,009 0400 FILIPINO
CATALINA ROXAS MELENDRES 6,246,000 0 6,246,000 0.250 FILIPINO
MANUEL H. OSMENA &/0R MANUEL L. OSMENA II 1,400,000 0 1,400,000 0.056 FILIPINO
ROLANDO M. LIM 1,142,500 0 1,142,500 0.046 FILIPINO
FELIPE A CRUZ JR. 1,100,000 0 1,100,000 0.044 FILIPINO
MARIA CONCEPCION CRUZ 876,000 0 876,000 0.035 FILIPINO
FREYSSINET PHILIPPINES, INC. 770,000 0 770,000 0.031 FILIPINO
BENSON COYUCO 605,000 0 605,000 0.024 FILIPINO
LUCENA B. ENRIQUEZ 552,000 0 552,000 0.022 FILIPINO
EMILY LIM 500,000 0 500,000 0.020 FILIPINO
DEE HUA T. GATCHALIAN 350,000 0 350,000 0.014 FILIPINO
MARVIN J. GIROUARD 330,000 0 330,000 0.013 FILIPINO
ARTHUR H. OSMENA &/OR JANE Y. OSMENA 330,000 0 330,000 0.013 FILIPINO
JOSE YAP &/OR CONCHITA YAP 330,000 0 330,000 0.013 FILIPINO
DAVID LAO OSMENA 314,600 0 314,600 0.013 FILIPINQ
ANA L. GO 300,000 0 300,000 0.012 FILIPINO
SEGUNDO SEANGIO &/0R VIRGINIA SERNGIO 297,000 0 297,000 0.012 FILIPINO
CHARTERED COMMODITIES CORPORATION 294,999 0 294,999 0.012 FILIPINO
DOMINGO C GO 275,000 0 275,000 0.041 FILIPINO
DAVID LAO OSMENA 275,000 0 275,000 0.011 FILIPINO
GARY GO DYCHIAO 200,000 0 200,000 0.008 FILIPINO
MERIDIAN SEC., INC. A/CH 844 200,000 0 200,000 0.008 FILIPINO
CRISTINO NAGUIAT, JR. 181,500 0 181,500 0.007 FILIPINO
WILLIE TIO 159,500 0 159,500 0.008 FILIPINO
BETO Y. LIM 150,000 0 150,000 0.006 FILIPINO



PIERCE INTERLINK SECURITIES, INC.
AURORA V. SAN JOSE

YAN TO A. CHUA

CELY S. LIM

DEWEY CHOACHUY, JR.

WILSON CHUA &/OR BECKY QUE CHUA
WANG YU HUEI

KENSTAR INDUSTRIAL CORPORATION
JOHN CRHISTOPHER D. WEIGEL
WATERFRONT NOMINEES SDN BHD A/CH6
CATHAY SEC. CO., INC. A/CH 1030
CARRIE LIM

MANUEL H. OSMENA &/OR GRELINA L. OSMENA
PACIFIC CONCORDE CORPORATION
PACIFIC IMAGES, INC.

HANSON G. SO &/CR LARCY MARICHI ¥. SO
CHONG PENG YNG

ALVIN TAN UNJO

TERESITA GO &/OR SATURNINA GO
GEQORGE U. YOUNG, JR.

ROLANDO D. DE LEON

LIPPO SECURITIES, INC.

PRIMITIVO C. CAL

VICKY L. CHAN

MA. TERESA P. CRUZ

RENATO C. GENDRANO &/0OR GENDRANO BERNADETTE

L.M. GRRCIA & ASS., INC. A/CH 160
LUISA CO LI

KIRBY YU LIM

LYDIA J. SY

EDILBERTO &/0R ROSITA TANYU &/0R WELLINGTON HO VELASCO

LIM TAY

FRUTO M. TEODORICO, JR.
LEONG JEE VAN

UY TIAK ENG

SANDRA E. PASCUAL

FRANCISCO C. SAN DIEGO
ROBERTO L. UY

RAMESES VICTORIUS G, VILLAGONZALOQ
NEIL JOHN A. YU

EBC SECURITIES CORPORATION
TAN DRISY TIENG

EAST ASIA OIL & MINING COMPANY, INC.
QCBC SECURITIES PHILS., INC.
JAY JACOBS

ROBERT KLING

ADRIAN LONG

GLADYS MAY L. OSMENA
MANILYNN L. OSMENA

MEGHANN GAIL L. OSMENA
MANUEL L. OSMENA, II

STEVE WOODWARD

LUZ YAMANE

LILY S. HO

150,000
143,000
132,000
112,200
111,300
110,000
110,000
110,000
110,000
107,800
100,000
100,000
100,000
100,000
100,000
100,000
100,000
88,000
87,000
82,500
66,000
56,500
55,000
55,000
55,000
66,000
55,000
55,000
55,000
55,000
56,000
56,000
55,000
55,000
50,000
50,000
50,000
50,000
50,000
50,000
48,400
46,500
40,000
40,000
39,600
39,600
39,600
39,600
39,600
39,600
38,600
39,600
38,500
36,300
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150,000
143,000
132,000
142,200
111,300
110,000
110,000
110,000
110,000
107,800
100,000
100,000
100,000
100,000
100,000
100,000
100,000
88,000
87.000
82,500
66,000
56,500
55,000
55,000
66,000
55,000
55,000
55,000
55,000
55,000
55,000
65,000
55,000
55,000
50,000
50,000
50,000
50,000
50,000
50,000
48,400
46,500
40,000
40,000
39,600
39,600
39,600
39,600
39,600
39,600
39,600
39,600
38,500
36,300

FILIPINO
FILIPINO
FILIPINO
FILIEINO
FILIPINO
FILIPINO
OTHERS

FILIPINO
FILIPING
OTHERS

FILIPINQ
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
OTHERS

FILIPING
FILIPINO
FILIPINQ
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
OTHERS

FILIPINO
FILIPINO
FILIPING
FILIPINQ
FILIPINO
FILIPING
FILIPINO
FILIPING
FILIPING
OTHERS

FILIPINC
FILIPING
FILIPINC
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINO



RBACUS SECURITIES CORPORATION
LILIAN HONG

ARTURO GUANZON

INTERNATIONAL POLYMER CORPORATION
SEAFRONT RESQURCES CORP.
LEONCIO TIU

RAMONCITO ARCEC

TAN LIN LAY

RODOLFO B. LEDESMA

MA. YOLANDA MALLARI

YVETTE LEE

ONG YU LING

DELFIN R. SUPAPO JR.

EDGAR M. ALFEREZ

RAMON A. TINIO

RAYMOND TONG

IMELDA L. ACIDERA

PHILIP NG CLARIN & EVELYN NG LEE
CHIOTI HSU

ANITA LIM

CONSUELO A. MOPAS

MARCELO S. NUGUID

VICKY ONG

QUALITY INVESTMENTS & SECURITIES CORP.
RICARDA B. QUIROS

ERNESTO R. SALAS, JR.

YU SIOK HUI

PABLO 50N KENG PO

ROBERT C. TING

CLIFFORD LAQ YQUNG

WATERFRONT NOMINEES SDN BHD A/CH#9
JIM HO KHE BIN

FRANCIS S. CHOA

NELIA CO

VENUS DE OCAMPO

GUILLERMO F. GILI, JR.

RUBY PING GO

ALEXANDER C. LEE

REGINA CAPITAL DEVT., CORP. A/CH#1845
TRITON SECURITIES CORPORATION
CATHERINE LAO YOUNG

RAMON JAIME VILA BIROSEL
ARISTEO O. FERAREN, JR.
REXLON INDUSTRIAL CORPORATION
ELVIN CHAN

KATHLEEN COPON

JOSEEINA DINSAY

ERIC JAD

CARMELITA KONG KIAT

MATEC H. LUGA

GRACE MAGNAYE

AMANDO J. PONSARAN, JR.

GLENN ANTHONY Q. S0C0O

JAY DEXTER A. LIM

35,200
34,000
33,000
33,000
33,000
33,000
30,000
30,000
30,000
30,000
27,500
27,500
27,500
25,000
25,000
23,300
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
20,800
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
20,000
19,800
17,600
17,600
17,000
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,200
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35,200
34,000
33,600
33,000
33,000
33,000
30,000
30,000
30,000
30,000
27,500
27,500
27,500
25,000
25,000
23,300
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
22,000
20,800
20,000
20,000
20,000
20,000
20,000
20,0600
20,000
20,000
20,000
19,800
17,600
17,600
17,000
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,500
16,200

0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001
0.001

FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINC
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
OTHERS
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
CHINESE
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINC
FILIPINO
FILIPINO
FILIPINO
FILIPINO
CHINESE
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO



REMEDIOS 5. ORBETA

AH LAY OH

IBURI TADAFUMI

MONINA GRACE 5. LIM

AURELIO P. VENDIVEL, JR.

PEDRO DOMINGO

RICARDO R. AGUADO

EVELYN ARCENAL

DAXIM-REY L. BANAGUDOS

ARIEL M. CONCEJERC &/OR MA. CONSUELC G. CONCEJERO
ANITA T. DAVID

ROY A. DE LOS REYES

MANUEL DY

HUNG CHUEN FEI

MARLENE 5. GUEVARA

ROY CECIL D. IBAY

CONSUELO DY KHU

YU PEK KIAN

PHILIP KIONG

RICARDO P. LAZARO

KATHERINE LIM &/OR MARSHA LIM
JOSEFA T. LUA

ALBERTC MENDOZA &/0R JEANIE MENDOZA
ELIZABETH MERCADO

CARMEN ONG

HARVEY QSMENA

VENUS PACIA

GAUDENCIO H. PANALIGAN

CIRILO E. PASUCAL

MA. THERESA C. PE

NERISSA C. QUINTANA

R. COYIUTO SECURITIES, INC.
SEIICHIRO TAKAHASHI

CARLOS S. TAN

CHERH TUCK

PHILIP L. UY

EDGARDO YAMBAO &/0R MARIA ISABEL YAMBAO
JEFFERSON Y. YAO

RODERICK ALAIN ALVAREZ

CARINA H. BALONES

GARRY BOOC

FRANKLIN M. COSTALES

G & L SECURITIES CO., INC.
ARSENIO L. LIM &/OR RUBY O. LIM
GIQVANNI JOSEF B. LIM

ROLANDO I. LOMBOY &/OR MILAGROS R.LOMBOY
RENO I. MAGADIA

JAMES O. NG &/0R ELSIE Y. NG
LAWRENCE C. NG

NOBLE ARCH REALTY AND CONSTRUCTICON CORP.
CARMELO OBCEMER

BARTHOLOMEW DY BUNCIO YOUNG
JOHN BENEDICT 0. YU

CARMELITA P. CRUEL

14,300
13,750
13,750
13,200
13,200
12,100
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11.000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11.000
11,000
11,000
11.000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000

8,800
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14,300
13,750
13,750
13,200
13,200
12,100
11,000
11,000
11,0600
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
11,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
10,000
40,000
10,000
10,000
10,000
10,000
10,000

8,800

0.001
0.001
0.001
0.001
0.001
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

FILIPINQ
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINOD
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
CHINESE
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
OTHERS
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPING
FILIPINO
FILIPINOQ
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINO



MA. ISARBEL H. ERMITA :)
FATIMA A, FARRALES

MAXIMO V. LUCAS

ILDEFONSO REYNOSO IIX

RUFINO B. TIANGCO

CHARISSA YLAYA

MARIA A. GARCIA

LIPFO SECURITIES, INC.

MA. CYNTHIA AMIGO ALCANTARA
WILLIAM N. CHUA CO KIONG
E.N. MADRAZO CORPORATION
RAPHAEL T. JUAN

JUANA M. REYES

SALVADOR T. RIGOR, JR.
EUFEMIA ZULUAGA

BING ROJO

HANNAH JALECO ALLANIGUE
EXUPERTO P. CABATANA

CLEOFE D.V. CANETE

JOCELYN FULACHE

ROZANA C. GUTIERREZ

LESLIE A. LAVA

STEVEN M. ONG

PROSERFINA SIGUENZA

AGAPITO R. VALENCIA

SALUD VELORIA

ROBERTO ABELLO &/0R MA. ANTONIA ABELLO
RENATO C. ALARCON &/OR VIRGINIA M. ALARCON
MA. WINNINAH S. ANCHETA
GENEROSA A. AREMAS

RUBEN BALBASTRO &/OR ROSARIO TORRES
BELINDA CHUA

LUIS W. CHUA

MA. REGINA CLIMACO

TERESITA I. DE LOS SANTOS
ER1IBERTO E. ESTEBAN

BILLY KHU &/0OR WARREN KHU
BILLY GO KHU

CONSUELO C. KON

LOLITA LABACLADO

ALEXANDRIA M. LACSON
KAROLYN LIU

GRACE MAGNAYE

CARMENCITA MIRANDA &/0R DONNA DEL ROSARIO
BELINDA NGO

JUANA ONGKA

VIRGIE R. ORTEGA

ANTONIO MAPUA OSTREA
CHARLES M. PRATT

DEREK PUERTOQLLANO

LINDA TAN

ROBERTO S. UY

WEALTH SECURITIES, INC,
GRACIANO AUDWIN T. GARZON

FAO: SHEN KUQ HSU

8,800
8,800
8,800
8,800
8,800
8,800
8,000
8,000
7,700
7,700
7,700
7,700
7,700
7,700
7,700
6,700
6,600
6,600
6,600
6,600
6,600
6,600
6,600
6,600
6,600
6,600
5,500
5,500
5,500
5,500
5,500
6,500
5,500
5,500
5,500
5,500
5,500
§,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,000
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8,800
8,800
8,800
8,800
8,800
8,800
8,000
8,000
7,700
7,700
7,700
7,700
7,700
7,700
7,700
6,700
6,600
6,600
6.600
€,800
6,600
6,600
6,600
6,600
6,600
6,600
5,500
5,500
5,500
5,500
5,500
5,500
5.500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
5,500
§,500
5,500
5,500
5,500
5,500
§.500
5,500
5,500
5,500
5,500
5,500
5,500
5,000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.0600
0.000
0.000

0.060
0.000
0.000
0.000
0.000
0.0c0
0.000
0.000
0.000
0.000
0.000

FILIPINO
FILIPINO
FILIPING
FILIPIND
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINC
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIFPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINOD
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINQ
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
OTHERS

FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO



HSBC SECURITIES (PHILIPPINES), INC.
MA, MADONNA M. MEDENILLA

IMELDA M. PRECION

MAHALIA C. QUINONES

SIMEON SAMSON &/0R CHARLIE RAVALO
LECPOLDO SY-QUIA JR.

HELEN F. WILLIMANN

MINERVA R. ALIAZON

ADELAIDA ZITA R. CARLOS

ANGELES MORALES DE LEON

KERRY SECURITIES (PHILS.), INC. -GJO1
MUI SIN KOH-SEAH

MANUEL S. MILAN

NATIVIDAD C. NGUI

JIMMY G. ONG

MA. TERESITA M. PALO

WG GHIM HWA

JORGE P. LONTOC OR PACITA L. LONTOC
SAPPHIRE SECURITIES, INC.

ROBERTC C. VILLEGAS

CECILIA CO YU

JOCELYN L. ZARATE

JUN M. BORRES

ELEANOR P. CALIMAG

MA. ROSARIO FRANCO

EUGENE GALICIA

SARAH SAN JOSE HAIN

BRENDA SOLIDUM HERNANDEZ

MUI SIN KOH-SEAH &/0R DENNIS CHEE CHIANG SEAH
CHRISTOPHER D. LO

JUAN ANTONIO LOPEZ

LUKE WMACABABBAD

PATRICIA MIADO &/0R MARIO ANGEL MIADO
PANTALEON NIEVA §&/0R ANGELITA NIEVA
PAUL PESTANO

ELENETTE C. PINGUL

JAIME R, QUIJANO

JESUS ROBERTO SAENZ &/0R AURORA E.
MA. TERESA T. SAN AGUSTIN

EDWARD W. TAN

EPIFANIA G. SANTOS

JESUS B. MARAMARA

MA. LEYLANI V. GAMBOA

ROGELIO GANZON

ROGER CORRO

ROSIE TAN

CARLQ ARCHES

MA. ROSARIQ T. BARRETTO

AIDA BELLESTEROS

RAY CELIS

CLARC CENIZA

AMELIA CERVANTES

ELMER DELA CRUZ

NARISA BERLIN R. DURAN

5,000
5,000
5,000
5,000
5,000
5,000
5,000
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,000
4,000
4,000
4,000
4,000
4,000
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
2750
2,700
2,500
2,500
2,300
2,300
2,200
2,200
2200
2,200
2,200
2,200
2,200
2,200
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5,000
5,000
5,000
5,000
5,000
5,000
5,000
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,400
4,000
4,000
4,000
4,000
4,000
4,000
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
3,300
2,750
2,700
2,500
2,500
2,300
2,300
2,200
2,200
2,200
2,200
2,200
2,200
2,200
2,200

0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000
0.000
0.000
0.000

OTHERS

FILIPINO
FILIPINOQ
FILIPING
FILIPINO
FILIPING
FILIPING
FILIPING
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINC
FILIPINO
FILIPING
FILIPINO
OTHERS

FILIPING
FILIPING
FILIPINC
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPIND
FILIPINO
OTHERS

FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINQ
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPING
FILIPINO
FILIPINO
FILIPINC



LEONARDO ERMITA ) 2,200 ) 2,200 0.000 FILIPINO

0
FLORENTINO A. GONZALEZ, JR. &/0R LOURDJEAN T. GONZALEZ 2,200 0 2,200 0.000 FILIPING
JOSEPH EDWARD HANNEN 2,200 0 2,200 0.000 FILIPINO
LUCILA D. ICBAN 2,200 0 2,200 0000 FILIPINO
JOCELYN O. LIM 2,200 0 2,200 0.000 FILIPINCO
VILMA LUMANOG 2,200 0 2,200 0.000 FILIPINO
LEVI Q. MAGNAYE 2,200 0 2,200 0.000 FILIPINO
MELVIN M. MANALO 2,200 0 2,200 0.000 FILIPINO
BENJAMIN MOMBAY &/OR ELYSIA DELA LLANA 2,200 0 2,200 0.000 FILIPINO
CONSUELO G. OS5I 2,200 0 2,200 0.000 FILIPINO
MELITA G. RAGAS 2,200 0 2,200 0.000 FILIPINO
JOHN PATRICK REGNER 2,200 0 2,200 0.000 FILIPINO
EDNA T. ROGANDQ &/CR ESTER T. JUCO 2,200 0 2,200 0.000 FILIPINO
ROLANDO S. SANTOS, JR. 2,200 0 2,200 0.000 FILIPINO
MICHELLE T. SY 2,200 0 2,200 0.000 FILIPINO
MERLINDO R. TINAPAY 2,200 0 2,200 0.000 FILIPINO
RUBY TING 2,200 0 2.200 0.000 FILIPING
2ITA 0. UY-TIOCO 2,200 0 2,200 0.000 FILIPINO
ANTCNIO VERZOSA 2,200 0 2,200 0.000 FILIPING
BENEDICTO V. VIARDO 2,200 0 2,200 0.000 FILIPINO
BANING P. ANG 2,000 0 2,000 0.000 FILIPINC
BANING P. ANG 2,000 0 2,000 0.000 FILIPINO
ERVERT AVANZADO §/0R LIAZLE AVANZADO 2,000 0 2,000 0.000 FILIPINO
EDUVEGES 0. BATALAN 2,000 0 2,000 0.000 FILIPINO
BONIFACIO M. CABATIT 2,000 0 2,000 0.000 FILIPINO
AUGURIO P, DE VERA 2,000 0 2,000 0.000 FILIPINO
EDMUNDO 2. GREGORIO 2,000 0 2,000 0.000 FILIPINO
GLORIA GUINTU 2,000 0 2,000 0.000 FILIPINO
1.B. GIMENEZ SEC., INC. A/C DPA-003 2,000 0 2,000 0.000 FILIPINO
TERESITO P. OCAMPO 2,000 0 2,000 0.000 FILIPINO
FLORENCIO SANTOS 2,000 0 2,000 0.000 FILIPINO
WINSTON P. PUNZALAN 1,500 0 1,500 0.000 FILIPINO
JOSELITO C. HERRERA ' 1,300 0 1,300 0.000 FILIPINO
ALBERTO MOGUEL 1,200 0 1,200 0.000 FILIFINO
STELLA TANSENGCO-SCHAPERO 1,200 0 1,200 0.000 FILIPINO
ROMMEL €. AQUINO 1,100 0 1,100 0.000 FILIPINO
GERALDINE BAD-AY 1,100 0 1,100 0.000 FILIPINO
VIVIEN BILBAO 1,100 0 1,100 0.000 FILIPINO
LUZVIMINDA E CABIBIJAN 1,100 1] 1,100 0.000 FILIPINO
JENNIFER CASAS 1100 0 1,100 0.000 FILIPINC
JOHN PETER CHICK B. CASTELO 1,100 0 1,100 0.000 FILIPINO
CATHAY SEC. €O., INC. A/CH 1684 1,100 0 1,100 0.000 FILIPINO
BEDY DU CO 1,100 0 1,100 0.000 FILIPINO
CYNTHIA ROXAS DEL CASTILLO 1,100 0 1,100 0.000 FILIPINO
CAROLINE DY 1,100 0 1,100 0.000 FILIPINO
GRACE M. GALANG 4,100 0 1,100 0.000 FILIPINO
GUILD SECURITIES, INC. 1,100 0 1,100 0.000 FILIPINO
REBECCA TaN LIM 1,100 0 1,100 0.000 FILIPINO
ROMEO S. LINDAINM 1,100 0 1,100 0.000 FILIPINO
ARMANDO S. LLARINAS 1,100 0 1,100 0.000 FILIPINO
PORFIRIO G. MACARAEG &/0R MICHAEL MACARAEG 1,100 0 1,100 0.000 FILIPINO
BENJAMIN G. MAGBANUA 1,100 0 1,100 0.000 FILIPINO
EMILIA MANANON 1,100 0 1,100 0.000 FILIPINO
VIDA MARIE E. NISPEROS 1,100 0 1,100 0.000 FILIPINO



LYDIA C. PASCUA

ARACELI P. PENAS

MABEL POBLETE

OMAR C. POLINTAN &/0OR MELITA POLINTAN
BEVERLY G. REJANTE

DAISY 5.A REYES

LETICIA ROXAS

DOUGLAS TAN

FATIMA L. TAN

MIRABEL TAN

RAYMOND G. TAN

SUZETTE TAN

LOLITA TANSENGCO

YEOH CHERMW TAU

IRMINIA A. TIPGOS

LUISIANA DELOS SANTOS TONDO
ELIZABETH TUBALE

FEDELIZA R. VARGAS

ABACUS CAPITAL INVESTMENT CORP. A/C 583002
MA. LUISA AQUINO

RAYMOND AZCARATE

JULIE YAP CHUA

ARISTEQ R. CRUZ

MILAGROS ONG MAGAT

VICENTE LIM PANG

FIDELINA B. REYES

RODOLFO V. SAEZ

SHAREHOLDERS ™ ASSOCIATION OF THE PHILIPPINES, INC,

REYNALDO NAVARRA TECECHIAM
RUBEN D, TORRES

JESUS SAN LUIS VALENCIA
GUIDO VILLANUEVA &/0R AMELIA VILLANUEVA
MA. SALOME VILLASIS
ALFREDCQ COLLADO

PUBLIC SEC. CORP.

ROGELIC G. KWAN

JUANITA LIMCHAYSENG
DONNIE SALVADOR

RONALD SY

ANABELLE C. ALVARD

ELENA D. BELLEZA

CARLQOS CHING

DOMINADOR A. REYNO

LORENA R. CABUGAWAN

MARIO T. MACADAEG

RCBC T/AK 33-398-0

QWEN NATHANIEL AU

ERLITA BUGAOAN

FE CALDERON

JOSE RENE ITURRALDE

TEE LING KIAT &/OR LEE LIN HO
RICHARD ANTHONY Y. LIBORO
RENATO B. MAGADIA
ROCHELLE V. MENDOZA

1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100

1,000
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1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,100
1,000
1,000
1,000
1,000

0.000
0.000
0.000
0.000
0.000
0.060
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.0600
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

FILIPINOG
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FILIPINQ
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FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
OTHERS
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FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPING
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINOQ
FILIPINO
FILIPINO
FILIPINO
FILIPINO
FILIPINQ
FILIPINO
FILIFPINO
FILIPINO
FILIPINO
FILIPINO



ORION-SQUIRE CAPITAL, INC. - 0267
ROSE LUZELLE PAFA

HNORA ROSS

M2, THERESA L. ARGUELLES
SERGIQ R. ORTIZ-LUIS JR.
ARTHUR R. PONSARAN

CARLOS BENEDICT K. RIVILLA IV
TOMAS F. TUASON IV

RIZA C. VILLEGAS

RODOLFO L. CRUZ

IMELDA GAPASIN

RUBEN MEDRANO

LAMBERTO B. MERCADO, JR.
DONATO ALMEDA

ARSENIO BARTOLOME III

ERIC FILAMCR

PATRICK C. GREGORIC

ARTHUR LOPEZ

MACARIO TE

GRAND TOTAL {438)

—A498,9H1,753

THIS IS A COMPUTER GENERATED REPORT AND IF 1ISSUED WITHOUT ALTERATION, DOES HOT REQUIRE ANY SIGNATURE.
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200 0.000
200 0.000
200 0.000
110 0.000
110 0.000
110 0.000
110 0.000
110 0.000
110 0.000
100 0.000
100 0.000
100 0.000
100 0.000
1 0.000

1 0.000

1 0.000

1 0.000

1 0.000

1 0.000
2,498,991,753 100.000
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FILIPINO
FILIPINO
FILIPINO
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FILIPINO
FILIPINQ
FILIPINO
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No. of Stockholders Annuai Meeting (Month / Day) Fiscal Year (Month / Day)

| CONTACT PERSON INFORMATION
The designated contact perscn SHUST bo an Officer of the Corporation
Namo of Contact Porson Emall Address Talophone Numbot/s Mabilo Number

Ms. Elvira A, Ting (02) 687-0888
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No. 1 Waterfront Drive, Off Salinas Drive, Lahug

Note £: i case of datly, resiymation or cessation of office of the olficer dbsipsated a3 contact persary, sudhy incidont shall bo reparted © the
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WATERFRONT
PHILIPPINES, INC.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Waterfront Philippines Inc. is responsible for the preparation and fair

presentation of the consolidated financial statements inclucling the schedules attached therein, for

the years ended December 31, 2017 and 2016, in accordance with the prescribed financial

reporting framework indicated therein, and for such intemnal control as management determines is

necessary t0 enable the preparation of financial statements that are free from material
- misstatement, whether due to fraud or error.

In preparing the financial statements, management -is responsible for assessing the Company’s
ability to comtinue as a going concern, disclosing, as applicable manters related to going concern
and using the going concem basis ol accounting unless management either intends to liquidate
the Company or to cease operations, or has ne realistic alternative but to do so.

The Board 6f Directors is responsible for oversecing the Company s financial reporting process.

The Board of Directors reviews and approves the finaneial statements including the schedules
attached therein, and submits the same 1o the stockholders or members.

R.G. Manabai & Co., appointed by the stockholders. has audited the financial statements of the
company in accordance_with the Philippine Standards on Auditing, -and in its report 10 the
stockholders or members, has expressed its opinion on the faimess of presentation upon

completion of such audit, .

ed under oath by the following:

aio B. Magadia
Chairman of the Board

ecilla O. Toriano
rporate Finance Director

Signed this dABP 24 Oﬂ)"l%

" TC1y e rr ot SSEORE W L «QbONg
:JBSCRW}\%] _f’ );.9{_‘ 2818 P :::- !f'l‘ oy . éé\;\“ poi -,..,%%95;3: o
L L™ £ - “ ™ S
ws _ 0 2 4 UM CERUEIT SF roLL N&;‘h&ué‘l‘: ’
' Loc. Moo Bg” .o 40417 ower 1. DG 31,
Page No. 0'. NOTARY ; ®wes.. . . _ ’rf‘HTSTEL
- PUBLIC {¢7 RO, - e
#ook No. WL - o < nig?
S s emne s L L7

i el et h “or ct
Series of Oy ,-5:“\'\9‘?_,. BRIy ME R D, agaad



WATERFRONT

PHILIPPINES, INC.

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR ANNUAL INCOME TAX RETURN

The Management of Waterfront Philippines, Inc. is responsible for all information and
representations contained in the Annual Income Tax Retumn for the year ended December 31,
2017. Management is likewise responsible for all information and representations contained in
the financial statements accompanying the Annual income Tax Return covering the same
reporting period. Furthermore, the Management is responsible for all information and
representations contained in all the other tax returns filed for the reporting period, including, but
not limited, to the value added tax and/or percentage tax returns. withholding tax returns.
documentary stamp tax returns, and any and ail other tax returns.

In this regard, the Management a(firms that the attached audited financial statements for the year
ended Decenmber 31, 2017 and the accompanying Annual Income Tax Retum are in accordance
with the books and records of Waterfront Philippines, Inc., complete and correct in all material
respects. Management likewise affirms that:

() the Annual income Tax Return has been prepared in accordance with the provisions of
the National Internal Revenue Code, as amended, and pertinent tax regulations and other
issuances of the Department of Finance and the Bureau of Internal Revenue;

(b) any disparity of figures in the submitted reports arising from the preparation of financial
statements pursuant to financial accounting standards Philippine Financial Reporting
Standards and the preparation of the income tax retum pursuant to tax accounting rules
has been reported as reconciling items and maintained in the company’s books and
records in accordance with the requirements of Revenue Regulations No. 8-2007 and
other relevant issuancces;

(©) Waterfront Philippines, Inc. has filed all applicable tax returns, reports and statements
required to be filed under Philippine tax laws for the reporting period, and all taxes and
other impositions shown thereon to be due and payable have been paid for the reporting
period, except those contested in good faith.

ned under oath by the following:

{ Kefneth T. Gaichalian
resident

ecilla O. [Toriano } Elvira?. i
rporate Hinance Director

Treasu
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REPUBLIC OF THE PHILIPPINES)
)S.S

TREASURER'’S CERTIFICATION

I, ELVIRA A. TING, of legal age, Filipino and with office address at the
The 35/F One Corporate Center Julia Vargas Comer Meralco Avenue Ortigas Center,
Pasig City after being swom in accordance with law, hereby certify that:

1. Iam the Treasurer of Waterfront Philippines, Inc. (the “Company™), a
corporation duly organized and existing under and by virtue of the laws of the
Republic of the Phitippines under SEC Certificate of Registration No. AS094-
8678 with principal office address at No. 1 Waterfront Drive Lahug, Cebu
City.

2. [ am executing this certification to attest to the truth of the foregoing and in
compliance with the reportorial requirements of the SEC.

WITNESS MY HAND on this __ ABE 2ol 2018 2018 o
CEBUCITY .

r- 7
ae R R
URRELL N SR
SUE&B_EQ,\QND SWORN to before me on this ___ day of at
U 4k Affiant exhibited to me her Community Tax Certificate No.

23493219 issued on January 10, 2018.
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R.G. Manabat & Co.

The KPMG Center, 9/F

6787 Ayala Avenue, Makati City
Philippines 1226

Telephone +63 (2) 885 7000

Fax +63 (2) 894 1985
Internet www.kpmg.com.ph
Email ph-inquiry@kpmg.com.ph

REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders

Waterfront Philippines, Incorporated and Subsidiaries
No. 1 Waterfront Drive

Off Salinas Drive, Lahug

Cebu City, Cebu

Opinion

We have audited the consolidated financial statements of Waterfront Philippines,
Incorporated and Subsidiaries (the Group), which comprise the consolidated statements
of financial position as at December 31, 2017 and 2016, and the consolidated
statements of profit or loss and other comprehensive income, changes in equity and
cash flows for each of the three years in the period ended December 31, 2017, and
notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at .
December 31, 2017 and 2016, and its consclidated financial performance and its
consolidated cash flows for each of the three years in the period ended

December 31, 2017, in accordance with Philippine Financial Reporting Standards (PFRS).

We conducted our audit in accordance with Philippine Standards on Auditing (PSAs).

Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our
report. We are independent of the Group in accordance with the Code of Ethics for
Professional Accountants in the Philippines (Code of Ethics) together with the ethical
requirements that are relevant to our audit of the consolidated financial statements in the
Philippines, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinicn.
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Key Audit Matter

Key audit matter is a matter that, in our professional judgment, was of most significance

in our audit of the consctidated financial statements of the current period. This matter

was addressed in the context of our audit of the consolidated financial statements as a

ﬁole. ggd in forming our opinion theraon, and we do not provide a separate opinion on
is matter.

Revenuse recognition
{P2.10 billion, see consolidated statement of profit or loss and other comprehensive
income and Notes 22 and 23 to the consolidated financial statements)

The risk

Market expectations and profit based targets may place pressure on
management to distort revenue recognition. Although the Group's revenue
transactions are noncomplex and no significant judgement is applied over the
amount recorded, we however considered the potential for management override
to achieve revenue targets.

Our response

As part of our audit procedures, we evaluated and tested the internal controls
over the completeness, existence and accuracy of revenue recegnized in the
consolidated financial statements. We performed analytical procedures, cutoff
testing to ensure whether transactions occurring near yearend were recorded in
the proper period and journal entries testing around revenue to identify any
unusual or iregular items posted. We assessed whether the Group's revenue
recognition policies are in accordance with PFRS.

Qther Inforrmation

Management is responsible for the other information. The other information comprises
the information included in the Securities and Exchange Commission (SEC) Form 20-4S

. {Definitive Information Statement), SEC Form 17-A and Annual Report for the year

ended December 31, 2017, but dees not include the consolidated financial statements
and our auditors’ report thereon. The SEC Form 20-IS (Definitive Information
Statement), SEC Form 17-A and Annual Report for the year ended December 31, 2017

. gre expected to be made available to us _after the date of this aud'rtprs' report.

Our opinion on the consclidated financial statements does not cover the other
information and we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is
to read the other information identified above when it becomes available and, in doing
80, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is respansible for the preparation and fair presentation of the consolidated
financial statements in accordance with PFRS, and for such interal control as
management determines is necessary to enable the preparation of consalidated
financial statements that are free from material misstatement, whether due to fraud or
efrror.
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in preparing the consolidated financial statements, management is responsible for
assessing the Group's ability to continue as a going concem, disclosing, as applicable,
matters related to going concemn and using the going concern basis of accounting uniess
management either intends to liquidate the Group or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial
reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reascnable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors’ report that includes cur opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will aiways detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

= |dentify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may invoive
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control,

« Obtain an understanding of internal control relevant to the audit in order to design
audit pracedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
" accounting estimates and related disclosures made by management. ’

= Conclude on the appropriateness of management's use of the going concem basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to modify our opinion. Qur conclusicns are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation. .



= Obtain sufficient appropriate audit evidence regarding the financial information of the -
entities or business aclivities within the Group to express an opinion on the
consclidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied
with refevant ethical requirements regarding independence, and communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe
those matters in our auditors’ report uniess law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resutting in this independent auditors’ report is
Tireso Randy F. Lapidez.

R.G. MANABAT & CO.

* TIRESO RANDY FYLAPIDEZ

Partner _
CPA License No. 0092183

" SEC Accreditation No. 1472-A, Group A, valid unitil April 30, 2018

Tax |dentification No. 162-411-175
BIR Accreditation No. 08-001987-34-2017

Issued September 4, 2017; valid until September 3, 2020
PTR No. 6615138MD

Issued January 3, 2018 at Makati City

April 25, 2018
Makati City, Metro Manila



WATERFRONT PHILIPPINES, INCORPORATED
AND SUBSIDIARIES

CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2017 and 2016



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31
Note 2017 2016
ASSETS
Current Assets
Cash and cash equivalents 4,21 P345,929,978 P204,295,153
Receivables - net 5 21 228,360,959 235,447 147
Notes receivable 8 21 195,007,214 -
Inventories 6 33,918,796 28,187,104
Due from related parties - current portion 8 21 1,602,120,064 1,537,900,077
Prepaid expenses and other current assets 7, 21 97,663,240 90,402,965
Total Current Assets 2,502,900,348 2,096,232,446
Noncurrent Assets
Available-for-sale investment 8, 21 16,954,640 16,821,740
Due from related parties - noncurrent portion 8, 21 347,927,681 340,197,163
Property and equipment - net 9 $§,330,497,964 6,585,028,850
Deferred tax assels 19 64,994,497 41,086,003
Qther noncurrent assets 10, 21 30,534,463 27,878,112
Total Noncurrent Assets 6,849,809,245 7,011,111,868
P9,352,809,593 P9,107,344,314
LIABILITIES AND EQUITY
Current Liabllities
Accounts payable and accrued expenses 11, 21 P14,468,215,062 P1,358,365,891
Loan payable 13, 21 375,000,000 375,000,000
Income tax payable 70,613,726 69,555,622
Other current liabilities 12, 21 15,377,744 25,644,184
Total Current Liabilities 1,929,206,522 1,828,565,697
Noncurrent Liabilities
Deferred tax liabilities 19  1,275,069,230  1,339,315,801
Retirement benefits liability 18 124,481,905 98,517,865
Other noncurrent liabilities 14, 21 6,537,329 6,577,959
Total Noncurrent Liabilities 1,406,088,464 1,444,411,625
3,335,294,986 3,272,977,322
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December 31

Note 2017 2018
Equity Attributable to Equity Holders of the
Parent Company
Capital stock 16 P2,498,991,763 P2,498,991,753
Additional paid-in capital 706,364,367 706,364,357
Revatuation surpius on property and equipment 9 2211,108,991 2,349,524,496
Retirement benefits reserve 83,695,458 102,082,569
Foreign currency translation adjustment 52,542,000 41,686,179
Fair value reserve 2,063,223 2,683,245
Accumulated deficit (404,632,514)  (760,985,667)
Total Equity Aftributable to Equity
Holders of the Parent Company 5,160,133,268 4,940,346,932
Noncontrolling Interests 16 867,381,339 894,020,060
Total Equity 6,017,614,607 5,834,366,992

P9,352,809,693 P9,107,344,314

See Notas to tho Consolidated Financial Stetements,



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

Years Ended December 31
Note 2017 2018 2015
REVENUES
Rooms P762,685,023 P662,116,109 P606,473,995
Rent and related income 22,23 675,827,680 805,703,911 827,620,396
Food and beverage 629,397,919 595,040,745 585,764,307
Others 47,021,801 72,484 476 81,049,092
2,104,932,423 2,135,345,241 2,100,807,790
COSTS AND EXPENSES
OTHER THAN INTEREST,
DEPRECIATION AND
AMORTIZATION,
IMPAIRMENT LLOSSES AND
INCOME TAX EXPENSE
Energy costs 339,742,550 330,679,391 333,238,825
Personnel costs 18 326,883,250 336,524,229 354,949,699
Food and beverage 6 222,665,682 208,718438 173,788,840
Repairs and maintenance 6 48,696,483 48,610,121 75,627,236
Rooms 30,336,469 37,016,392 48,926,506
Rent 23 37,408,179 47,932,759 66,778,509
Others 17 415,180,260 352,897,807 351,064,421
1,420,782,863 1,362,379,137 1,404,374,036
INCOME BEFORE INTEREST,
DEPRECIATION AND
AMORTIZATION, IMPAIRMENT
LOSSES AND INCOME TAX
EXPENSE 684,149,560 772966,104 696,533,754
DEPRECIATION AND _
AMORTIZATION, INTEREST
AND IMPAIRMENT LOSSES
Depreciation and amortization 9 366,307,819 255,392,265 333,683,900
Interest expense 13, 22 60,222,609 80,144,299 136,933,256
Foreign exchange losses - net 10,365,853 12,007,679 18,318,204
Impaiment losses, bad debts
written off and provisions 5 632,751 3,442,842 2,587,635
Interest income 4,8 (42,276,067) (39,859,178)  (33,711,806)
Others - net 714,766 (9,550,150) 3,207,862
384,967,631 . 301,577,757 461,018,951
INCOME BEFORE
INCOME TAX EXPENSE 299,181,929 471,388,347 235,514,803
INCOME TAX EXPENSE 19 100,448,728 152,503,361 76,807,708
NET INCOME 198,733,201 318,884,986 158,707,095

Forward



Years Ended December 31

Note 2017 2016 2015
OTHER COMPREHENSIVE
(LOSS) INCOME
Items that will never be
reclassified to profit or loss
Appraisal increase on property
and equipment 9 P - P913,101,845 P -
Actuarial (losses) gains on
defined benefit plan 18 {36,634,724) 8,322,675 19,786,982
Deferred tax effect 19 10,960,417 (276 427,356) (5,939,085)
(25,674,307) 644,997,164 13,857,887
items that may be reclassified
subsequently to profit or loss
Foreign cwirency translation
differences for foreign operations 10,865,821 9,243,210 8,272,530
Net change in fair value of
available-for-sale investment 8, 21 {867,100) (1,387 360) (4,769,050)
9,988,721 7,855,850 3,503,480
(16,686,686} 652,853,014 17,361,367
TOTAL COMPREHENSIVE
INCOME P183,147,616 P971,738,000 P176,068,462
Net income attributable to:
Equity holders of the Parent
Company P217,937,648 P287,392,497 P127,211,459
Noncontrolling interests 16 (19,204,447) 31,492,489 31,495,636
P198,733,201 P318,884,986 P158,707,095
Total comprehensive income
attributable to:
Equity holders of the Parent .
Company P209,786,336 P854,154,052 P144,747,910
Noncontrofling interests 16 (26,638,721) 117,563,948 31,320,552
P183,147,618 P971,738,000 P176,068,462
EARNINGS PER SHARE -
Basic and Diluted 20 P0.037 PO.115 P0.051

See Notes lo the Consofidaled Fingncial Stetements.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Year Ended December 31
Equity Attributobdls to Equity Holdore of the Parent Company
Revaluation Forelgn
Capitsl Additional Surplus on Retirament Currency
Stock Peaid-in Property end Benefits Teansiztion Falr velue
{Note 16) Capita) Equigmant Reserve  Adjustment  Reserve Deficit
AB gt Jenuary 4, 2017 P708,384 357 86 Pt P41,868,179 (P760,886,667)
Totat Comprehensive iIncome for the Year
Net Income for the year . - - - - - 247,937,646 27,937,848 19,204,447) 168,733,201
Oiher comprehansive incorme - not of tax effec) . - - {48,307,119) 10,856,829 (620,022} - (8.461,392) (7,434,274) (16,685,688}
. . . - {168,387,111) 16,858,621 (620,022) 7,937,848 205,766,338 (28,638,721) 183,147,616
Transtar of revaluation sumpius absorbed through
_—Bepreciation for the year - net of tax eflect : - (138,415,606) : - . 138,418,606 - . -
As at Dacember 3, 2017 P2,485,801,763  P708,384,367  P2,291,108,9% PB3,6B5,488  P62,642,000 P2,083,2D) {P4204,832,814) P5,150,133,268 PBOT,184,338  P8,017,614,607

See Notes 1o the Consolidated Financial Statemenis.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Year Ended December 31
Attrtbutable to Equily Holders of the Parent
Revaluation Forelgn Non-
Capitat Surpius on Retirement Currancy contsoiiing
Stock Adgitiona) Propanty and Benefls Tronglation Fair Value Imgmasts Tota
{Note 18) _Paid in Capital Equipment Resove Adustment  Reserve Defickt_ Totat {Nota 16) Eaully
As 8t 14,2016 P2508,001.753  P705,364,357  P1,841,118448  P101,280260 P32442680 P34S6.005  (P1,007.480,608) P4.088,102880 P776.438,112 P4,662,028,602
Tota! Comprehensive incoma for the Year
Ned incoms for the year - - . - - - 207,302,407 267,302,497 31,402,469 310,884,088
Other comprehensive incams - net of tax efee) - - 557,282,121 1,008 884 9,243,210 {172,760) - 566,781,555 85,091,459 652 853,014
- - 557,282,121 1,009,884 9,242,210 {772,780) 287,302,497 854,154,052 117,683,048 $71,736,000
Transfer of revaluation surplus absorbad through
depreciation for the yeas - net of tax effest | - . {48,870,069) - . - 48,678,088 - - -
c In refirement benafiis reserve - - - {208,674) - = 208874 - - .
Ag gt December 31, 2016 P£2,400,001,783  P708,384,357  P2,340,524.408  P102,052,580 P41,068,170  P2.683.,245 (P760,685,6687) P4,840,346,032 P804,020,080  PS5,034,285,002

Ses Notas to the Consolideled Finanelal Stalements.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Year Ended December 31
Eguity Atiributete to Equity Holdass of the Pareni Company
Revaluation Forelgn. Non-
Caplla} Surplus on Retirement Cumency controliing
Stock Addisonal Property and Bansfits Transiation Feir Value Interests Total
{Note 16) Peid-in Capltal Equipment Reseve  Adjusiment Rosorve Daticlt Tota) {Note 18) Equlty
As at January 1, 2015 ' P2,488,801,753 P708,384357  P1,9356865.721 P89,280,260 P24,170,438 P8,222,084 {P1,319,219.643) P3 041444670 P745115,660 P4,6686,680,530
Total Comprehensiva tncoma for the Year
Net incoma for the year . - - - - - 127,211,450 127,211,466 31,405,036 158,707 085
Other comprehensive incoms - nel of tax efict - - - 12,020,970 B272630 (2 766,040) - 17,538,451 {175,084) 17,381,367
- - - 12,020,070 8,272,530 (2,768,049) 127,211,459 144,747,610 31,320,552 176,088 4682
Transter of revaluation surplus absorbed through
depreciation for tha year - net of tax effec - - {04,647,278) - . - 4,547,278 - . -

As gt December 31, 2015 P2408,001,763  P708,384,357  P1,841,118443  P101,280,259  P32,4429689 P3A58,005  (P1,007.480,808) P4,085,182080 P776438,112 P4,882,028,002

See Noles lo the Consofidated Financig! Statements.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31
Note 2017 20186 2015
CASH FLOWS FROM
OPERATING ACTIVITIES
Income before income tax
expense P299,181,929 P471,388,347 P235,514,803
Adjustments for:
Depreciation and amortization 9 356,307,819 255,392,265 333,683,800
Interest expense 13, 22 60,222,509 80,144,299 136,933,256
Retirement benefits cost 18 21,196,913 20,814,752 40,342,055
Unrealized foreign exchange
loss - net 10,856,821 9,243,210 8,272,530
Impairment losses 5 632,751 3,442,842 2,587,635
Provisions 25 - - {45,575,012)
Gain on disposal of property
and equipment - (047,110) -
Interest income 4,8  (42,276,067) 39,859,178 33,711,906
705,121,676 799,619,427 678,047,261
Changes in:
Receivables 6,453,437 (25,188,037)  (16,328,580)
Inventories (5,731,692) 1,111,077 (1,482,280)
Prepaid expenses and other
current assets (7,160,375) (13,420,759)  (26,858,888)
Accounts payable and
accrued expenses 49,626,652 (14,410,832) 64,127,114
Other current liabilities (10,266,440) (523,576,556) 468,612,863
. 738,043,257 224,134,320 1,166,117,490
Interest received 4 1,802,783 505,729 3,456,946
Retirement benefits paid 18 {10,317,597) (9,606,808) (8,945,198)
Retirement contributions paid 18 (21,4580,000) (21,050,000) (11,250,000)
Income taxes paid (176,686,272) (85,130,822) (50,947,041)
__Interest paid - (63,195,329)  (96,477,022)
Net cash provided by operating
activities 631,593,171 45,657,080 1,001,955,175
CASH FLOWS FROM
INVESTING ACTIVITIES
Changes in:
Due from related parties (31,677,221) 99,298,558 30,892,282
Other noncutrent assels (2,656,361) 12,710,611 26,002,418
Additions to property and
equipment -9 (160,776,933) (9,668,747) (25,043,772}
Notes receivable & (195,007,214) - -
Praoceeds from sale of property
and equipment - 8,928,615 -
Net cash (used in) provided by
investing activities (389,917,719) 111,269,037 31,850,928

- Porward
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Years Ended December 31

Note 2017 2016 2015

CASH FLOWS FROM

FINANCING ACTIVITIES
Changes in:

Loans payable P - (P121,030,050) (P351,776,392)

Other noncurrent liabilities {40,630) (4,769.144)  (648,551,702)
Cash used In financing

activities (40,630) (125,799,194) (1,000,328,094)
NET INCREASE IN CASH AND

CASH EQUIVALENTS 141,634,822 31,126,933 33,478,009
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 204,296,163  173,168220 139,680,211
CASH AND CASH EQUIVALENTS

AT END OF YEAR 4 P345929,976 P204,295153 P173,168,220

Sea Notes fo the Consofidaled Finencial Stalements.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Reporting Entity

Waterfront Philippines, Incorporated (the Parent Company) was incorporated and
registered with the Philippine Securies and Exchange Commissicn (SEC) on
September 23, 1994 as an investment holding company for hotel, lsisure, and
tourism businesses. The Parent Company is listed in the Philippine Stock Exchange
(PSE) and is 46%-owned by The Wetlex Group, Inc. (TWGI), an entity registered and
domiciled in the Philippines.

The details of the equity interest of the Parent Company in its subsidiaries as at
December 31, 2017 and 2016 are as follows:

Percentage of Ownership
Direct Indirect
Hotels and Resorts
Waterfront Cebu City Casino Hotel, Incorporated
(WCCCH)) 100 .
Waterfront Mactan Casino Hotel, Incosporated
(WMCHI) 100 .
Davao [nsular Hotel Company, Inc. (DIHCI) 98 -
Acesite (Phils.) Hotel Corporation (APHC) 56 -
Grand llocandia Resort and Development, Inc. (GIRDI) 54 -
Real Estate
CIMA Realty Phil., Inc. - 56
Fitness Gym
Waterfront Wellness Group, Inc. (WWGI) 100 -
International Marketing and Promotion of Casinos
Mayo Bonanza, Inc. (MBI} 100 -
Waterfront Promotion Ltd. (WPL) 100 -
Club Waterfront International Limited (CWIL) - 100
Pastries Manufacturing A .
Waterfront Food Concepts Inc. (NFC) 100 -
Hotel Management and Operation
Waterfront Entertainment Corporation (WEC) 100 -
Waterfront Hotel Management Corparation (WHMC) 100 -

Al of the above subsidiaries were incorporated and registered in the Philippines
except for WPL and its subsidiary, CWIL, which were registered in the Cayman
(slands.

Management decided to temporarily cease the operations of MBI, WHMC, WPL,
CWIL and GIRDI in 2016, 2014, 2003, 2001 and 2000, respectively, due to
unfavorable ecenomic conditions.
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On March 18, 2018, a fire broke out in APHC's hotel property that damaged the
lower floors of the main building as well as the Podium building occupied by the
casino area and restaurants in the APHC's hotel property resulting to the suspension
of its hotel operations. Based on the Fire Certification issued by the Bureau of Fire
Protection - National Headquarters on April 23, 2018, the cause of the subject fire
has been declared and classified as "accidental in nature.” APHC is in the process of
preparing the requirements for its insurance claims, the proceeds of which shall be
used to restore APHC's hotel for its continued operation.

The registered office of the Parent Company is at No. 1 Waterfront Drive, Off Salinas
Drive, Lahug, Cebu City, Cebu.

2. Basis of Preparation

Basis of Accounting
The consolidated financial statements of the Parent Company and its subsidiaries,
collectively herein referred to as the Group, have been prepared in accordance with
Philippine Financial Reporting Standards (PFRS). They were approved and
authorized for issue by the Parent Company's Board of Directors (BOD) on
April 25, 2018. '

Details of the Group's accounting policies are included in Note 27.

* Basis of Measurement
The consolidated financial statements have been prepared on a historical cost basis

of accounting, except for the following items which are measured on an altlemative
basis at each reporling date:

ltems Measurement Basis
Land, land improvements, hotel buildings  Revalued amount less accumulated
and improvements, furniture, fixtures depreciation and impairment losses

" and equipment, and transportation '

Available-for-sale (AFS) investment Fair value

Retirement benefils liability Present value of the defined benefits
obligation (DBO) less fair value of
plan assets (FVPA)

Functional and Presentation Cumency

The consclidated financial statements are presented in Philippine peso, which is the
Group's functional currency except for WPL and CWIL, the functional currency of
which is the United States (U.S.) dollar. All financial information presented in
Philippine peso has been rounded off lo the nearest peso, unless otherwise stated.

3. Use of Judgments and Estimates

In preparing these consoclidated financial statements, management has made
judgments, estimates and assumptions that affect the application of the Group's
accounting policies and the reported amounts of assets, liabifities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to estimates are recognized prospectively,
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Judgments
Information about judgments made in applying accounting policies that have the

most significant effect in the amounts recognized in the consolidated financial
statements is as follows:

Transactions with Philippine Amusement and Gaming Corporation (PAGCOR)

The Group has significant transactions with PAGCOR. Under Presidential Decree
(PD) No. 1869, otherwise known as the PAGCOR Charter, PAGCOR is exempted
from payment of any form of taxes other than the 5% franchise tax imposed on the
gross revenue or eamings derived by PAGCOR from its operations under the
franchise. The amended Revenue Regulations (RR) No. 16-2005 which became
effective in 20086, however, provides that gross receipts of PAGCOR shall be subject
to the 12% value-added tax (VAT). In February 2007, the Philippine Congress
amended PD No. 1869 to extend the franchise term of PAGCOR for another 25
years but did not include any revocation of PAGCOR's tax exemption privileges as
previcusly provided for in PD No. 1869. In accounting for the Group's transactions
with PAGCOR, the Group's management and its legal counsel have made a
judgment that the amended PD No. 1869 prevails over the amended RR No. 16-
2005 {see Note 22).

Operating Lease Commitments - Group as Lessor

The Group has leased out its commercial spaces to third parties. The Group has
determined, based on an evaluation of the terms and conditions of the
amangements, that it retains all the significant risks and rewards of ownership of
these commercial spaces ard thus, accounts for the contracts as operating leases
(see Note 23).

Distinguishing Investment Properties and Owner-occupied Properties

The Group deterrnines whether a property qualifies as an investment property. in
making its judgment, the Group considers whether the property generates cash flows
largely independent of the other assets held by an entity. Ownes-occupied properties
generate cash flows that are attributable not enly to the properties but also to the
other assets used in the delivery of service.

Some properties comprise a portion that is held to eam rentals or for capital
appreciation and another portion that is held for use in the delivery of sersvices or for
administrative purposes. If these portions cannot be sold separately, the property is
accounted for as investment properly only if an insignificant portion is held for use in
the delivery of services or for administrative purposes. Judgment is applied in
detenmining whether ancillary services are so significant that a property does not
qualify as investment property. The Group has classified its properties as owner-
accupied (see Note 23).

Resolution of Tax Case Involving Tax Assessment from the Treasurer of the City of
Manila

In consultation with legal counsels, the Group management believes that the

compromise agreement executed on December 8, 2015 between APHC and the City

- of Manila to resoive the tax deficiency assessment filed by the latter against APHC

was an adjusting event as at December 31, 2015 as the legal counsels and
management have no reasons to believe that the City Council of Manila will not ratify
the compromise agreement. Accordingly, APHC recognized the gain on the reversal
of the provision it previously setup for the case amounting to P39.73 milion which
was presented as part of "Cthers” in the consolidated statement of profit or loss and
other comprehensive income for the year ended December 31, 2015 (see Note 25).
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Provisions and Conlingencies

The Group has received assessments from the Bureau of Internal Revenue (BIR) for
deficiency taxes and is also a defendant in various legal cases which are stil
pending resolutions. The Group's management and legal counsels have made a
judgment that the positions of the Group are sustainable and, accordingly, believe
that the Group does not have a present obligation (legal or constructive) with respect
to such assessments and claims (see Note 24).

Classifying Financial Instruments

The Group exercises judgment in classifying a financial instrument, or its component
parts, on initial recognition as a financial asset, a financial liability, or an equity
instrument in accordance with the substance of the contractual agreement and the
definition of a financial asset, financial liability or an equity instrument. The substance
of a financial instrument, rather than its legal form, govems its classification in the
consalidated statement of financial position.

Classifying Receivables from Related Parties

The Group exercises judgment in classifying the receivables from related parties as
under current assels or noncurrent assets based on the expected realization of the
receivables. The Group takes into account the credit rating and other financial
information about the related parties to assess their ability to settle the Group's
outstanding receivables. Related party receivables that are expected to be realized
within twelve months after the reporting period or within the Group's normal
operating cycle are considered current assets (see Note 8).

Estimation Lincertainties
Information about estimation uncertainties that have a significant risk of resulting in a
material adjustment within the next financial year is as follows:

Allowance for Impaimment Losses on Receivables and Due from Related Parties

The Group maintains an allowance for impairment losses on receivables, at a level
considered adequate to provide for potential uncollectible receivables. The level of
this allowance is evaluated by the Group on the basis of factors that affect the
collectability of the related accounts. These factors include, but are not limited to, the
length of the Group's relationship with its customers or debtor, their payment
behavior and known market factors. The Group reviews the age and status of
receivables, and identifies accounts that are to be provided with allowance on a

_ continuous basis. The amount and timing of recorded expenses for any pericd would

differ if the Group made different judgments or utilized different estimates.

For due from related parties, the Group uses judgment, based on the available facts
and circumstances, including but not limited to, assessment of the related parties’
operating activities, business viabifity and overall capacity to pay, in providing an
allowance against the recorded receivable amount.

Further details on the allowance for impairment losses are disclosed in Notes 5
and 8.

Net Realizable Value (NRV) of Inventories

The Group caries its inventories at NRV whenever such becomes lower than cost
due to damage, physical deterioration, obsolescence, changes in price levels or
other causes. Estimates of NRV are based on the most reliable evidence available at
the time the estimates are made of the amount the inventories are expected to be
realized. These estimates take into consideration fiuctuation of prices or costs
directly relating to events occurming after the reporting date to the extent that such
events confirm conditions existing at the reporting date. The NRV is reviewed
pericdically to reflect the accurate valuation in the financial records.

4.
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The carrying value of the inventories are disclosed in Note 6.

Revaluation of Property and Equipment

The Group carmies certain classes of properly and equipment at fair value, with
changes in fair value being recognized in other comprehensive income (CCI). The
Group engaged independent valuation specialists to assess fair value. Fair value is
determined with references to transactions involving properties of a similar nature,
location and condition.

The key assumptions used fo determine the fair value of properties are provided in
Note 9.

Useful Lives of Property and Equipment

The Group estimates the useful lives of property and equipment based on the period
over which the assets are expected to be available for use. The estimated useful
lives of property and equipment are reviewed at each reporting date and are updated
if expectations differ from previous estimates due to physical wear and tear, technical
or commercial obsolescence and legal or other limits on the use of the assets. In
addition, estimation of the useful fives of property and equipment is based on the
collective assessment of industry practice, intemnal technical evaluation and
experience with similar assets. it is possible, however, that future results of
operations could be materially affected by changes in estimates brought about by
changes in the factors mentioned above.

The canying amounts of property and equipment are disclosed in Note 9.

Impairment of Nonfinancial Assets

Impaiment exists when the camying value of an asset or cash generating unit (CGU)
exceeds its recoverable amount, which is the higher of its fair value less costs of
disposal and its value in use. The fair value less costs of disposal calculation is
based on available data from binding sales transactions, conducted at amm's length,
for similar assets or observable market prices less incremental costs of disposing of
the asset. The value in use calculation is based on a discounted cash flow (DCF)
model. The cash flows are derived from the budget for the next years and do not
include restructuring activities that the Group is not yet committed to or significant
future investments that will enhance the performance of the assets of the CGU being
tested. The recoverable amount is sensitive to the discount rate used for the DCF
model as well as the expscted future cash-inflows and the growth rate used for
extrapolation purposes.

As at December 31, 2017 and 2016, there is no indication of impairment on the
Group's prepaid expenses and other current assets, property and equipment and
other noncurrent assets.

Fair Value Estimation

if the financial instruments are not traded in an active market, the fair value is
determined using valuation techniques. Where valuation techniques are used to
determine fair values, they are validated and periodically reviewed by qualified
personnel, independent of the area calibrated to ensure that outputs reflect actual
data and comparative market prices. To the extent practical, models use only
observable data, however areas such as credit risk (both own and counterparty),
volatilities and cormelations require management to make estimates. Change in
assumptions about these factors could affect reported fair values of financial
instruments.
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Retirement Benefit Cost

The cost of the defined benefit pensicn plan and the present value of the pension
obligation are determined using actuarial valuations. An actuarial valuation involves
making various assumptions that may differ from actual developments in the future.
These include the determination of the discount rate, future salary increases and
future pension increases. Due to the complexities invoived in the vafuation and its
long-term nature, a DBO Is highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.

The parameter most subject to change is the discount rate. The discount rate
assumption is based on the Philippine Daily Exchange benchmark market yields on
govemment bonds considering average years of remaining working life of the
employees as the estimated term of the DBO.

Further details about pension obligations are provided in Note 18.

Taxes )

Deferred tax assets are recognized for consolidated financial statement and tax
differences to the extent that it is probable that taxable profit will be available against
which these differences can be utilized. Significant management judgment is
required to determine the amount of deferred tax assets that can be recognized,
based upon the likely timing and the level of future taxable profits, together with
future tax planning strategies.

Further details on deferred taxes are disclosed in Note 19.

4. Cash and Cash Equivalents

This account consists of:
Note 2017 2016
Cash in banks 21 P214,768,039 P159,803,886
Short-term placements 21 128,090,117 26,407,387
Cash cn hand 3,071,819 18,083,880

P345,929,976 P204,295,153

Cash in banks eam interest at the respective bank deposit rates.

Short-term placements eam interest at annual average of 0.13% to 2.88% in 2017
and 2016 and have average maturities ranging from 30 to 35 days for both years.

Retated interest income recognized in profit or loss amounted to P1.90 million, P2.03
mittion and P1.98 million in 2017, 2016 and 2015, respectively.



5. Receivables

This account consists of:
Note 2017 2016
Trade P237,612,791 P248,757,489
Advances to employees 3,751,079 6,852,387
Others 8,681,003 2,148,399

21 249,944,873 257,758,275
Less allowance for impairment losses on
trade receivables 21,683,914 22,311,128

21 P228,360,969 P235,447,147

Trade receivables are noninterest-bearing and are generally on a 30-day term.

Movements in the allowance for impairment losses on trade receivables are as

follows:
2017 2016 2015
Beginning balance P22,311,128 P20,024,340 P17.436,705
Impairment loss during the year 632,751 3,442,842 2,587,635
White-off during the year (1,359,965) (1,156,054) -
Ending batance P21,583,914 P22311,128 P20,024,340
6. Inventories
This account consists of:

7 2017 2016
Focd and beverage ' P16,992,646 P16,186,062
Operating supplies 16,487,829 10,624,757
Engineering and maintenance supplies 438,321 1,366,285

P33,918,786 P28,187,104

The cost of food and beverage charged to profit or loss amounted to P222.57 million,
P208.72 million and P173.79 million in 2017, 2016 and 2015, respectively, and is
presented .as “Food and beverage® account in the consolidated statements of profit
or loss and other comprehensive income.

The Group recognized expenses for operating supplies amounting to P27.54 miltion,
P28.82 million and P41.30 million in 2017, 2016 and 2015, respectively, and are
presented as “Supplies®, which is part of expenses under “Others” account in the
consoclfidated statements of profit or loss and other comprehensive income
(see Note 17), while the expenses for engineering and maintenance supplies
amounting to P48.70 million, P48.61 million and P75.63 millicn in 2017, 2016 and
2015, respectively, are included under “Repairs and maintenance” account in the
consolidated statements of profit or loss and other comprehensive income.



7. Prepaid Expenses and Other Current Assets

This account consists of:

Note 2017 2016
input VAT P40,313,479  P43,455,636
Prepaid taxes 27,000,775 20,769,412
Short-term investment 21 12,359,747 12,251,466
Advances to suppliers 11,316,104 8,311,836
Prepaid expenses 4,597,307 5,001,755
Others 1,975,928 612,860

P97,863,340 PS0,402,965

8. Related Party Transactions

The Group’s related party transacticns include transactions with its key management
personnel (KMP) and related parties in the table below:

Relationship with the
Related Party Group
TWGI Ultimate Parent
Pacific Rehouse Corp. (PRC) Stockholder
Crisanta Realty Development Corp. (CRDC) Stockholder
Philippine Estates Corporation (PHES) Stockholder
Metro Alliance Holdings and Equities Corp. (MAHEC) Stockholder
Forum Holdings Corporation (FHC) Stockholder
East Asia Ol & Mining Company, Inc. (East Asia) Stockholder
Plastic City Industrial Corporation (PCIC) Under common contrel
Wellex Industries, Inc. (Wif) Under common control

Acesite Leisure Entertainment Corporation (ALEC) Subsidiary*

*ALEC is an unconsolidgled pro-cperating subsidiary incorporated in 2017 that is immeterial to the Group's
consolidated financial staterments as at December 31, 2017. :



The Group $ transactions with related parlies consists of {in thousands):
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Amount of the Due from Related Parties Notes Advances to Duo to
CategoryfTransection Yeer __ Nofo Transaction Current Noncusrent  Recolvable Subsidiartes®  Subsldisriss® Terms and Conditions
Uitimato Parent )
Advances, interest and 2097 8a P20,638 PB62,16D P - P - P - P - Secured; interest.baaring; subjoct to repricing;
seftiement 2018 88 24,30 881,550 - - . - dua In ane yoar subject to renowal; net of
2015 8a 13,245 845,471 - - - - allowance (or impalment
Steskholders
o 5.011 1,781
Advances, inemst and 8o 10,623 841, - . . . . . |
seftiement 2018 8 10,418 531,158 . . . . W- interest-basring; subject to repricing;
2016 8 10,214 820,743 . . . R uo in one yoar subjact to renswal
v end interest ] 18,185 14,030 347,028
Advanoes 2017 ;] - - - . " .
settlemants 2018 8 14,805 7.468 340,107 . - - agoued; uorest beasing: subject to repicing;
2015 g0 332707 - 332,797 - - . vears
» MAHEC
' Advances and Interest 2015 Ba 365,633 - - - - - Secured; interes! bearing; subject to
repricing; due in ona yesr subject to renewal
« PHES
Advancaes end interest 2017 &b 42,600 104 - . - -
2018 & z'- az.'gg: - - . . Unsecured; noninterest-bearing; subject to
2018 & 8,700 92,054 . - . . feprcing: dus ondamand
! Advances and interast 017 ) 12,693 66,888
2018 s ! 45673 - i . : Unsecured; noninterest-bearing; subject to
2018 8b 178 $9,943 . . . . repreing; due on damand
Subsidiarios
= WCCCHI
Advances and setlemeant 2017 - 188,074 - - . - 310,847 .
2016 [ 560,525 - - - 510,621 . Unsecured; noninterest-bearing; dus on demand
. 2015 8c 135, m - - - 560,625 .
Deposiis for fiture stock 2017 8d - - - 1,000,800 -
subscripion 2010 &d . - - - 1,000,000 - Unsecured; noninterast-bearng
2015 &d . - - - 1,000,000 .
* ALEC
Notea receiveblo 017 8g 105,007 . - 185,007 - - Unsecured; nonwarasi-beaﬁng. subject to
repricing: dus on demand
*Eliminaled during consolidation
Forward
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Ameount of the Buo frem Related Parties Notes Advanees to Dusto
Category/Trensaction Year  Note Transaction Cument Noncumont Retelvablo Subsldtart 8 [ Terms and Conditions
Subsidlarios
» DIHCI .
antl gettiemants 2017 8¢ PTA P - P . P P4,746 P -
206 "] 10,257 - - - . §426  \Unsecured; noninterest-bearing; dua on demand
2018 8o 6,167 - - - - 18,682
s APHC .
Advances and seltlements 2017 8¢ 173,670 . - - 123 .
2018 Ge 188,887 - - - - 173,447  Unsocured; noninterost-bearing; due on demand
2ms Go 43,778 - - - - 370414
* GIRD)
Advances and seftismant 2017 -] 1,842 - . . . - . 205,888
2018 88 1803 - . - - 207,838  Unsecured; noninterast-bearing: due on demand
2015 8o 1,739 - - - - 209,641
*« WHMG
Advences end saitlement Fighg [: ] ] . - - . .
2018 8 1,303 - - - - - Unsecured; nonintesast-bearing; due on demand
2018 8 11,020 - - - - -
» MBI :
Advances end settiernant 2017 & 344 - - - - .
2018 8¢ 8,087 - - - . . Unsecurad; noninterest-baaing; due on demand
015 ge 2,969 - - - 13,241 -
Deposits for future stock Fiotg &d - - - . - -
subscription 08 8d - - - - - - Unsecured; noninterast-beastng
2016 ed - - . - 35,000 -
» WWG! .
Advances and setlsment 2017 8¢ 165 - - - - -
. 2018 & 185 - - - - - Unzecured; noninterest-boesing; due on demand
015 8¢ 148 - - - 462 -
Daposiis for fulute stock 017 8d . - . - - -
subscription e 8d - - - - - - Unsecured; noninterest-bearing
2018 8d . - - - 13,000 -
* WMCHI .
Advances and settiement 2017 -] 25,988 - - . - 216,830
208 88 16,038 - - - - 180,535  Unsecured; neninterest-bearing; dus on demand
208 8o 163,885 - - - - 173,488
« WEC
Advences end sstioment 2017 8 2,43 . . - - 2,348
2016 8¢ 6,881 - - - )] . Unsecured; noninterest-bearing; dus on demand
2015 [ 73 - . . 6,773 -
" WFC
. Advances and settement 2047 - 168 - - - - -
2010 & 184 - - . - - Unsecured; noninterest-bearing, due on damand
2016 8¢ 153 - - . 87 -
*Elimingled during consolivation
Forward
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Amount of tho Due from Related Parties Notes Advencas to Dus to
Catepory/Transection Yoar Note Transaction Current Noncurent Reeelvabla Subsidiaries®  Subsidiarios* Terns end Conditions
Deposits for future stock amz7 &d P - P P - P - P - P -
subscription 2018 &d - - - - - - Unsecured; nonintaresi-bearing
2015 &d - . - - 6,000 -
= WPL
" Agvantes and sattfement 2017 88 127 . - - - 194,088
2016 ] 283 - - - - 195,126  Unsecured; noninteresi-bearing; due on demand
2018 Bo 212 - - . - 185,400
Krp
* Short-term employee w7 2. - . . . .
bonefits 2018 20,801 - - - . -
2016 22,183 - . . . -
* Post-employment 07 7,807 - . - - -
[0 2016 6,108 . - - . -
2015 11,180 - - - - -
TOTAL 2017 21 4,802,120 $347.928 P165,007 P48 Pa18,1M
TOTAL 2016 21 . P1,837,800 P340,167 P- P1,510.012 PTI.3T1
“Eliminstsd during consolidation

-11-
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Interest-bearing Advances to Related Parties

'(I-;I;eo group granted interest-bearing advances to TWGI, PRC, MAHEC and

TWGI, PRC and MAHEC

The advances granted to TWG! and PRC were substantially used to finance the
acquisition or development of real properties for the Parent Company. These
advances are payable on demand and charge interest at 2% per annum. TWGI
paid P25.49 million in 2017 and P82.33 millicn in 2016 while PRC had no
payments in 2017 and 2016. .

In a Resolution dated February 5, 2015, the Parent Company, APHC, TWGI,
PRC and MAHEC entered into a Memorandum of Understanding (MOU)
whereby the parties agreed that the outstanding balance of the advances from
TWGI, PRC and MAHEC will be settted using parcels of land owned by PRC.
Subject to the other specific terms of the MOU, the settlement shall be effective
upon completion of tilling of the subject property by PRC, which is currently
ongoing. However, the advances to MAHEC was fully paid through cash
setttement as at December 31, 2015.

On February 19, 2016, the parties made amendments to the previously issued
MOU for the settlement of all outstanding liablliies of TWGI and MAHEC to the
Parent Company. The amended MOU stated that MAHEC shall no longer be a
party to the said MOU, and all references to any obligation or rights that MAHEC
shall have under the said MOU shall no langer be in force. All other terms and
conditions shall remain unchanged.

As at December 31, 2017, the fair value of PRC's land based on valuation
performed by an accredited independent appraiser, with a recognized and
relevant professional qualification and with recent experience in the locations and
categories of the land being valued, amounted to P1.63 billion.

On April 11, 2018, TWG! initiated to transfer certain parcets of land located in
Puerto Princesa, Palawan as partial settlement of the advances.

Interest receivable from TWGI amounted to P137.85 million and P124.86 million
as at December 31, 2017 and 2016, respectively, while interest receivable from
PRC amounted to P66.27 million and P55.64 million as at December 31, 2017
and 2016, respectively. Allowance for impairment losses on receivables from
TWGI amounted to P61.19 million as at December 31, 2017 and 2016.

CRDC

On December 21, 2015, the Parent Company granted advances to CRDC with
an interest of 2% and maturity on December 21, 2020. Inferest receivable from
CRDC amounted to P14.93 miilion and P7.47 million as at December 31, 2017
and 2016, respectively. it was agreed that CRDC has the option to pay the
balance before maturity date without payment of penalty fees and in case the
latter refuses or fails to pay the principal and interest within the time agreed
upon, the same shall be due and demandable. Accretion income of P7.73 million,
and P7.40 million was recagnized in 2017 and 2016, respectively and accretion
expense of P40.46 million was recognized in 2015 in profit or loss to show the
effect of the time value of money on the said advances.

-12-
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. Noninterest-bearing Advances to Related Parties

The Group has noninterest-bearing, collateral-free advances to PHES, FHC,
PCIC and East Asia with no fixed term of repayment. The said advances are due
and demandable at anytime.

The collectability of the aforementioned advances is unconditionally recognized
and guaranteed by a stockholder of the Group, representing the majority
stockholders.

. Advances to Subsidiaries

These mainly represent funds provided to support subsidiaries’ daily operations
and to finance the construction and completion of certain hotel projects.

. Deposits to Subsidiaries

These represent amounts set aside that will be used as subscription payments
by the Parent Company once the planned increase in the authorized capital
stock of the subsidiaries materialize (see Note 21).

. Due to Subsidiaries

In the ordinary course of business, the Parent Company obtains
noninterest-bearing, collateral-free cash and non-cash advances from related
parties for working capital purposes. The above advances are due and
dsmandable at anytime.

AFS Investment

In July and August 2005, the BOD approved the conversion of APHC's net
receivables from related parties amounting to P43.30 million into 86.71 million
shares of stock of Wl which are listed in the PSE. The conversion resuited to a
loss on exchange of assets of P31.10 million for APHC. The fair market value of
the shares based on closing market price as at December 31, 2017 and 2016
amounted to P15.95 million and P16.82 million, respectively (see Note 21).
Valuation loss recognized in OCI in 2017, 2016 and 2015 amounted to P0.87
million, P14.39 million and P4.77 million, respectively. : .

Notes Receivable
The Group extended loans to Acesite Leisure and Entertainment Corporation

(ALEC) amounting to P195.01 million payable on December 31, 2018, and bear
interest at 4% per annum (see Note 21).

The outstanding balance of related party transacticns are generally settied in cash.
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9, Property and Equipment

Movements in this .account are as follows:;

For the Year Ended Decomhbor 31, 2017
Hote) »

Furniure,
Land Leasehold Bulldings end Fixtures end Oporating Trensportation Construction-
Measurement Basts: Fovalued “Reveluod At Cost Revelued Revelued 1 Cost Revalued At Cost Totad
Beginning balante P4,078,280,000 P17,021,346 P24,583,124  PS,B02,530407  P1,007,622077  P266,231,654 P14,760,038 P - P141,280,327,235
Additons - - 47,788 5,201,627 4,341,644 4,710,219 8,888,944 137,840,034 180,776,833
_Dispossls - - - {19,743,388) - - = - [16,743,385)
Ending balance 1,078,280,000 17,021,145 24,800,802 8,768,067,3%0 1,671,083,018 270,941,873 2),648,882 137,645,634 11,410,360,783
Accumutated Daprecistion and
Amertization '
Beginning balance - 18,039,578 17,372,210 3,588,227,009 768,382,934 259,298,051 10,670,633 - 4,664,260,385
Deprociation and emortization - 430,763 1,677,491 240,813,048 100,854,708 8,786,653 2,638,168 - 188,307,818
_Disposate - : . {18,743,385) : . - . 16,743,366)
Ending batance . 15,470,341 15,249,761  3,809,207,570 807,247,842 205,004,744 13,505,781 - 6,019,892,018
Carrying Amount P4,07€,280,000 P1,850,804 P5,854,90 P47, 750,760 P474,718,276 PG,860,159 P10,143,191 P137,548,834 P6,300,497 064
For the Year Ended Decesnber 31, 2018
Hotel Fumitire,
Land Leasehsid Bulidings and Fixtures anrd Opareting  Trensportaion  Construclion-
Land Improvements _ Improvemenis Improvemants Equipment Equipment Equipment In-Progress
Monzuromen] Bagls: Revaived Revalued Al Cos! Revehied Ravalued Al Cost Ravalusd Al Cost Total
Beginning balance . P1,033,652,000 P16,045425 P65,082,016  P0,250,247.440 P1,035,778,038 P262,105,083 P11,610,843 P . P10,675,776,684
Addiions - - 87,707 1,197,180 4,367,230 4,046,581 . - 0,868,747
Dlsposats - - {40,256,879) . {11,860,462) - - - (51,827,141)
_Retiremant - - - (118.455,021) (156,624,241) - {15,818) - (277,304,680)
Agpraisa) increase 42,628 050 75,720 - 669,549,800 197,863,512 - 2,685,013 - £13,101,845
Ending balance 1,076,280,000 17,024,145 24,653,124 8,802,538,167 1,087,0622077 266,231,654 14,780,038 - 11,260,327,235
Accumulzled Depreclation and
Amaortizetion -
Beginning balance - 14,609,679 40,183,253 3,519,564,083 923,751,004 233,041,870 8,802,758 . 4,750,146,838
Depreciation ang amostization - 232080 3,820,897 187,121,857 40,780,127 22,393,182 1,083,483 - 255,392,265
Disposeis - - (34.631,680) - {8,213,058) - - - {43,845,838)
Retiremant = : - {110,455021) (150,624 241) - (16,618) - 304
Ending bslance - 15,039,578 12,372,270 3,669,227,009 708,302,034 265,205,081 10,670,833 . 4,684,208,365
Carrying Amount N P1,076,280,000 P1,901,807 P7.480.6854 P5214.311,2808 P271,220,143 P0,935,583 P3,809,405 P - P6,585,028,850
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The Group engaged an independent firn of appraisers to determine the fair value of
certain classes of its property and equipment, specifically hotel buildings and
improvements, land, fumiture, fixtures and equipment, transportation equipment and
land improvements, which are caried at revalued amounts. Fair value was
determined by reference to market-based evidence, which is the price that would be
received to self an asset in an orderly transaction between market participants at the
measurement date. in determining fair value, an estimate was made in accordance
with the prevailing prices for materials, equipment, labor, and contractor's overhead
and all other costs associated with acquisition while taking into account the
depreciation resulting from physical deterioration, functional and economic
obsolescence. The latest revaluation was in July 2016 which resulted to the increase
in the gross camying amount of property and equipment amounting to P913.10
million.

Had the following classes of property and equipment been camied at cost less
accumulated depreciation, their carrying amounts would been as follows:

2017 2016
Hotel buildings and improvements P1,860,144,658 P1,946,061,894
Land 660,615,809 650,515,809
Fumiture, fixtures and equipment 106,081,301 133,061,735
Transportation equipment - 3,438,967 982,809
Land improvements 1,144,493 8,622,705

P2,621,326,228 P2,739,245,052

Depreciation on cost charged to profit or loss amounted to P141.15 million, P161.15
mitlion and P175.36 million in 2017, 2016 and 2015, respectively. Depreciation on
appraisal increase charged to profit or loss amounted to P214.16 million, P94.24
miilion and P158.32 miflion in 2017, 2016 and 2015, respectively.

The revaluation increment absorbed through depreciation and transferred directly to
retained eamings, net of deferred tax effect, amounted to P138.42 million and
P48.88 milion in 2017 and 2016, respectively. The camying amount of the
revaluation surplus amounting to P2.21 billion and P2.35 billion as at December 31,
2017 and 2016, respectively, is not available for distribution to shareholders.

10. Other Noncurrent Assets

This account consists of;:
Note 2017 2016
Refundable deposits g P15,276,436 P15,762,437
Special project deposits 7,515,468 636,721
Others 21 7,742,569 11,588,954

P30,534,463 P27,978,112

Refundable deposits refer to security deposits on utilities, electricity, rental,
returnable containers and others.

Special project deposits pertain to deposits to contractors in connection with the
renavation work of WCCCHI and APHC,

getl'lmers represent deposits to service providers such as security and janitorial
ces.
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11. Accounts Payable and Accrued Expenses

This account consists of:

Note 2017 2016
Trade payables 21 P350,726,968 P319,713,743
Accrued:
Interest and penaities 18, 21 926,365,691 866,355,691
Salaries, wages and employee
benefits 21 36,737,784 14,319,024
Utilittes 21 12,265,564 11,577,989
Rent 21 482,668 517,815
Other accruals 21 17,871,872 38,911,795
Local taxes and output VAT 34,614,014 26,340,803
Unclaimed wages 21 11,168,600 870,886
Guest deposits 21 10,922,677 4,556,859
Service charges 21 8,033,623 7,777,827
Withholding taxes payable 2,044,567 2,642,044
Other payables 21 67,101,444 64,781,405

P1,468,215,062 P1,358,365,891

Trade payables are noninterest-bearing and are normally on 30-day terms and are
setiled in cash.

Other payables include commissions, spansorships, gift certificates issued and
sundry payables.

12. Other Current Liabllities

This account consists of:
Note 2017 2016
Concessionaires’ and other deposits 21 P12,623,373 P20,027,801
Deferred income 4,754,371 4,616,383
Cthers 21 1,000,000 1,000,000

P15,377,744 P25,644,184

Others represent a P1.00 million unsecured short-term loan obtained from a local
bank in 1996 with interest at prevailing market rate. The proceeds of the loan were
used for the working capital requirements of GIRDI. GIRD! is a defendant in a
collection case filed by a local bank involving an unsecured short-term loan gbtained.
While the case is currently inactive and the latest assessment made by the legal
counsel is favorable to GIRDI, the payable is still retained until the case is completely
dismissed. Management beligves that the carrying value of the liability retaired in the
bocks as at December 31, 2017 and 2016 sufficiently represents the amount of
possible liability that GIRDI may settle in the event that this case will ultimately be
activated and decided against GIRDI.
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13. Loan Payable

Security § S) L

On October 28, 1998, the Parent Company obtained a five-year term loan from SSS
amounting to P375.00 million originaily due on October 29, 2004. The SSS loan
bears interest at the prevailing market rate plus 3% or 14.5% per annum, whichever
is higher. Interest is repriced annually and is payable semi-annually. Initial interest
payments are due 180 days from the date of the release of the praceeds of the loan.
The repayment of the principal shall be based on eight (8) semi-annual payments,
after a one-year grace pericd.

The SSS loan was availed to finance the completion of the facilities of WCCCHI. It
was secured by a first mortgage over parcels of land owned by Wi, a related party
and by the assignment of 200 million common shares of the Parent Company owned
by TWGI. The common shares assigned were placed in escrow in the possession of
an independent custedian mutually agreed upon by both parties.

On August 7, 2003, when the total loan obligation to SSS, including penalties and
interest, amounted to P605.00 million, the Parent Company was considered in
default with the payments of the loan obligations, thus, on the same date, SSS
executed a foreclosure proceeding on the mortgaged parcels of land. The S88's
winning bid on the foreclosure sale amounting to P198.00 million was applied to
penalties and interest amaounting to P74.00 millicn and P124.00 million, respectively.
in addition, the Parent Company accrued penalties charged by SSS amounting to
P30.50 milion covering the month of August until December 2003, and unpaid
interest expense of P32.00 miltion.

The Parent Company, Wil and TWGI were given the right to redeem the foreclosed
property within one (1) year from October 17, 2003, the date of registration of the
certificate of sale. The Parent Company recognized the proceeds of the foreclosure
sale as its liability to WIl and TWGI. The Parent Company, however, agreed with
TWGI to offset this directly against its receivabte from the latter. In August 2004, the
redemption pericd for the Parent Company, Wil and TWGI expired.

The remaining balance of the SSS loan is secured by the shares of stock of the
Parent Company owned by TWGI and shares of stock of Wil totating 235 million and
80 _million shares, respectively.

On May 13, 2004, SSS filed a civil suit against the Parent Company for the collection
of the total quistanding loan cbligation before the Regional Trial Court (RTC) of
Quezon Cily. SSS likewise asked the RTC of Quezon City for the issuance of a writ
of preliminary attachment on the collateral property.

On June 18, 2004, the RTC of Quezon City issued its first order granting S8S's
request and the issuance of a writ of preliminary attachment based on the condition
that SSS shall post an attachment bond in the amount of P452.80 million. After the
lapse of three (3) months from the issuance of RTC order, no attachment bond was
posted. Thus on September 16, 2004 and September 17, 2004, the Parent Company -
filed a Motion to Set Aside Order of Atachment and Amended Motion to Set Aside
Order of Attachment, respectively.

On January 10, 2005, the RTC of Quezon City issued its second order denying the
Parent Company’s petition after finding no compelling grounds to reverse or
reconsider its initial findings dated June 18, 2004. In additlon, since no writ of
preliminary attachment was actually issued for failure of SSS to file a bond on the
specified date, the RTC granted SSS an extension of fifteen (15) days from receipt of
its second order to post the required attachment bond.
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On February 10, 2005, SSS filed a Motion for Partial Reconsideration of the Order
dated January 10, 2005 requesting that it be allowed to post a real property bond in
lieu of a cash/surety bond and asking for another extension of thirty (30) days within
which to post the said property bond. On March 7, 2005, the Parent Company filed
its opposition to the said Motion.

On July 18, 2005, the RTC of Quezon City issued its third order denying the Parent
Company's petition and granted SSS the 30 day extension to post the said
attachment bond. Accordingly, on August 25, 2005, the Parent Company filed a
Motion for Reconsideration (MR).

On September 12, 2005, the RTC of Quezon City issued its fourth order approving
§SS's property bond in the total amount of P452.80 million. Accordingly, the RTC
ordered the comesponding issuance of the writ of preliminary attachment. On
November 3, 2005, the Parent Company submitted a Petition for Certiorari before the
Court of Appeals (CA) seeking the nuilification of the orders of the RTC of Quezon
City dated June 18, 2004, Janruary 10, 2005, July 18, 2005 and September 12, 2005.

On February 22, 2006, the CA granted the Parent Company’s petition for the
issuance of the Temporary Restraining Order to enjoin the implementation of the
orders of the RTC of Quezon City specifically on the issuance of the writ of
preliminary attachment.

On March 28, 2006, the CA granted the Parent Company’s petition for the issuance
of a writ of preliminary injunction prohibiting the RTC of Quezon City from

_implementing the questioned orders.

On August 24, 2008, the CA issued a decisicn granting the Petition for Certiorari filed
by the Parent Company on November 3, 2005 and nuilifying the orders of the RTC of
Quezon City dated June 18, 2004, January 10, 2005, July 18, 2005 and
September 12, 2005 and consequently making the writ of preliminary injunction
permanent.

Accordingly, SSS filed a Petition for Review on Certiorari on the CA's decision befare
the Supreme Court (SC).

On November 15, 2006, the First Division of the SC issued a Resolution denying
§SS's petition for failure of SSS to sufficiently show that the CA' committed any
reversible error in its decision which would wamant the exercise of the SC's
discretionary appellate jurisdiction.

The Parent Company, at various instances, initiated negotiations with the SSS for
restructuring of the loan but was not able to conciude a formal restructuring
agreement.

On January 13, 2015, the RTC of Quezon City issued a decision declaring null and
void the contract of loan and the related morigages entered into by the Parent
Company with SSS on the ground that the officers and the SSS are not authorized to
enter the subject loan agreement. In the decision, the RTC of Quezon City directed
the Parent Company to return to SSS the principal amount of loan amounting to
P375 million and directed the SSS to return to the Parent Company and to its related
parties tittes and documents held by SSS as collaterals.

On January 22, 2016, SSS appealed with the CA assailing the RTC of Quezon City
decision In favor of the Parent Company, et al. SSS filed its Appellant's Brief and the
Parent Company filed a Motion for Extension of Time to file Appellee's Brief until
May 16, 2016.
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On May 16, 2016, the Parent Company filed its Appellee’s Brief with the CA,
fumnishing the RTC of Quezon City and the Office of the Solicitor General with
coples. SSS was given a pericd to reply but it did not file any.

On September 6, 20186, a resclution for possible seftlement was received by the
Parent Company from the CA. However, on February 7, 2017 a Notice to Appear
dated December 7, 2016 was received by the Parent Company from the Philippine
Mediation Center Unit - Court of Appeals (PMCU-CA) directing the Parent Company
and SSS to appear in person and without counsel at the PMCU-CA on
January 23, 2017 to choose their mediator and the date of initizl mediation
conference and to consider the possibility of setttement. Since the Notice to Appear
was belatedly received, the parties were not able to appear before the PMCU-CA.

On February 27, 2017, a Second Notice to Appear issued by the PMCU-CA directing
all parties to appear on February 27, 2017 at a specified time was received by the
Parent Company only on February 27, 2017 after the specified time of the meeting.
The Parent Company falled to appear.

On June 30, 2017, a resclution issued by the CA, resolved to submit the appeal for
decision.

As at the report date, there had been no updates on the matter.

Outstanding principal balance of the loan amounted to P375.00 milicn as at
December 31, 2017 and 2016. Interest expense related to the SSS loan recognized
in the consolidated statement of profit or loss and other comprehensive income
amounted to P80.G0 million, PE0.04 million and P59.88 million in 2017, 2016 and
2015, respectively. Accrued interest and penafties, presented as part of “Accrued
interest and penalties” under “Accounts payable and accrued expenses” account in
the consofidated statement of financial position, amounted to P926.36 miililon and
P866.36 million as at December 31, 2017 and 2016, respectively (see Note 11).

14. Other Noncurrent Liabilities

The account consists of:
) . Note 2017 . 2016
Concessionaires' deposit 21 P5,342,247 P4,548,003
Accrued rent 1,196,082 2,029,956

P6,637,328 P6,577,959
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15. Segment Information

The Group's operating businesses are organized and managed separately according to the nature of services provided, with each segment
representing a strategic business unit - the Hotel operations and the Marketing operations. The Corporate and Others segment includes
general and corporate income and expense items. Segment accounting policies are the same as the policies described in Naote 27 to the

consolidated financial statements.

The following table presents the revenue and profit information regarding industry segments for the years ended December 31, 2017, 2016
and 2015 and certain asset and lability information regarding industry segments as at December 31, 2017, 2016 and 2015 (in millions):

Corporato and Other
Hotel O ons Markatt 0 sns Eilminstions Conaolidatod
2017 2018 2015 2017 2018 2015 2017 2016 2015 2017 2016 2015 2017 2018 2015

TOTAL REVENUES

Extorng sales P2,008 P2095 P2023 P - P- P- P19 P4p PBo P8) {ro) (P11} P2,108  P2136 P20

RESULTS l

Sepment maulls P388  Pgds  Pim2 (P1) (PN (1) (P40) (Pag) (P24) P - P_- P254 P328  PBOS__ P3g1

OTHER INCOME {LOSS)

Interest expenss - (60) o7 - - - (60} - (40) . . - &0 (80) (137

Interest incomo 2 1 1 - - - 40 k<] a3 - . - 42 40 M

Bengftt trom (provision for) Incoms taxes (194)  (145) @2 . - - 1 [u] ) . . - {00 152) @

Others - [84) {10) {10) 1 {10) . (51) {t) 82 - {1 (64) [rr i

Total Other income {Lo3s) {112) {318) (178 (10) {11} (10) {8) (19) {149) ) 62 - (128) {288) (202)

Not Incomso (Loas) P267 P320 {P49) P11) P12  (P11) {P4s) (P39) {P38) ™) P62 P254 P198 Pa19 P159

OTHER INFORMATION

Segmen! assels 1684 P7.560 P7032 P29 P20 P220 P4,593 P4737 P4820 (P3,118) (P3460) {P3,780) PD,288 PB08E PAAN
_Determed tax essets 8 40 120 - - - 9 1 4 N . . 88 a1 124

Consofldsted Total Assots P7640 P7609 PT,152 P28 P220 P20 P4612 PATIS P4,033 (P3,118) (P3460) (P3,780) PHI5 P9,107 P8.545

Sogment Gabllities P2080 P2070 P2042 P8s P&4 Pe2  P2,105 P2321 P2338 (P2,180) (P2,530) (P2.768) P2050 P934 P2E72

Deforred tax Babiliies 1,278 1,330 1,110 - - - - = - = + = 1,278 1,338 1,110

Consolldated Tota) LizbiMties P3355 P3418 P4052 PES  Ped  PE2 P2,108  P2321  P2336  (P2,190) (P2530) (P2768) P3AI6  PIR?3  PIGE2

Other Segment informati |

Cepita) expanditures . P80 PB P2 P- P- P- ] Pt P3 P - P - P - P84 PH P25

Dapreclation and amostization 383 280 a7 - 2 8 7 . . - 366 255 334
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16. Capital Stock and Noncontrolling interests

Capital Stock

Details of capital stock of the Parent Company as at December 31, 2017 and 2016

are as follows:

Number of
Common
Shares Amount

Authorized capital stock:
at P1 par value per share

5,000,000,000 P5,000,000,000

Issued and outstanding

2,498,991,763 P2,498,991,763

A summary of the Parent Company’s securities registration is as follows:

Date of Registration/Listing

Securities

March 17, 1995
(Initial Public Offering)

April 18, 1986

December 15, 1989

112.50 million shares

On QOctober 7, 1994, the SEC approved the
increase in the authorized capital stock of
the Parent Company to P450.00 million
divided into 450 millicn shares with a par
value of P1 per share, out of which, 337.50
million shares were already subscribed.

944 97 million shares

On September 18, 1995, the BOD resolved
to increase the authorized capital stock of
the Parent Company to P2.00 bilion
divided into 2 billion shares with a par value
of P1 per share. The purpose of the
increase was to finance the construction of
WCCCHI's hotel project.

888.47 millicn shares

On August 7, 1999, the BOD resolved to
increase the authorized capital stock of the
Parent Company to PS5.00 billion divided
into § billion shares with a par value of P1
per share. The purpose of the increase was
to accommodate the acquisition of DIHCI's
outstanding common shares for 888.47
million shares of the Parent Company with
an offer price of P2.03 per share.

The Parent Company has not sold any unregistered securities for the past 3 years.
As at December 31, 2017, 1.95 billion shares of the Parent Company are listed in the
PSE and has a total of 464 shareholders. ; )

On July 20, 2007, the BOD resoived to increase the authorized capital stock of the
Parent Company to P10.00 billion with 10 billion shares at par value of P1 per share.
This resolution was ratified by the Parent Company’s stockholders owning at least
two-thirds of the outstanding capital stock during the annual stockholders’ meeting

held on August 25, 2007.
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In 2009, the BOD passed a resolution temporarily suspending the implementation of
the above proposed increase in the authorized capital stock of the Parent Company.
As at December 31, 2017, the Parent Company has no updated plans to increase its
aumt:rizi'd capital stock, or to modify any issued shares or to exchange them to
another class.

Neoncentrolling Interests (NCis)
The details of the Group’s material NCls are as follows (in thousands):

December 31, 2017 December 31, 2016

APHC GIRD! APHC GIRDI
Percentage ¢f NCI 4% 46% 44% 46%
Canying amount of NCI PG57,666 P198,708 P685,239 P198,682
Net income attributable te NCI (P19,473) P26 P3t,218 P26
Other comprehensive (loss) income attributable
to NCis {P8,110) P - PB5,055 P -

The following are the audited condensed financial information of investments in
subsidiaries with material NCls (in thousands):

Decomber 31, 2017 Decembar 31, 2016
APHC GIRDI APHC GIRDI
Total assets P2,273,527 P470,658 P2,316,168 P471,034
Total liabifitles (718,644) (38,683} (689,022) (39,116)
Nat assets P1,864,683 P431,976 P1,617.147 P431,918
Revenue P436,558 P1,588 P589,238 P1,51
Net (loss) income {P43,958) P57 P70.470 74
Other comprehensive incoma {18,308) . 191,999 -
{P62,264) PS7 P262,469 PS7
Cash flows provided by (used in) cperating
activitios > 84,380 P - (P104,587) P -
_Cash flows provided by Investing activities 24,468 - 198,830 -
Cash flows used in financing activities (129,107) . (76,500) -
Net {Decrease) Increase in Cash {P9,750) P - P14,743 P -
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17. Other Costs and Expenses

This account consists of:
2017 2016 2015

Laundry, valet and other

hotel services P121,177,477 P82,858,545 P79,973,865
Taxes and licenses 58,872,008 63,209,790 37,706,467
Security and other

related services 40,176,231 34,136,908 32,841,759
Corporate expanses 31,017,805 15,667,080 26,250,954
Supplies 27,541,398 28,820,855 41,296,252
Insurance 20,891,793 21,855,434 21,543,413
Advertising 20,672,986 17,146,883 17,958,548
Representation and

entertainment 15,089,343 15,395,969 6,671,351
Commissions 13,434,997 11,559,966 11,227,322
Data processing 12,789,344 11,827,756 11,685,323
Professional fees 12,120,384 11,410,836 10,642,820
Transportation and travel 12,045,579 10,587.514 13,180,135
Fuel and oil 9,652,240 8,498,026 10,899,829
Communications 5,366,246 6,190,749 7,080,404
Guest amenities 2,299,279 3,174,403 3,478,861
Guest and laundry valet 1,760,207 1,598,388 1,249,281
Meeting expenses 1,344,423 1,580,499 193,801
Miscellaneous 8,898,521 7,388,195 17,184,036

P415,160,260 P352,897,807 P351,064,421

Miscellaneous include recruitment expense and employee association dues.

18. Retirement Benefits Cost

Certain subsidiaries have noncontributory, defined benefit plans (the Plans) covering
substantially all of their regular employees with at least five (5) years of continuous
service. The benefits are based on percentage of the employee’s final monthly salary
for every year of continuous service depending on the length of stay. Contributions
and costs are determined in accordance with the actuarial studies made for the

Plans,

The latest independent actuarial valuation of the Plans was as at December 21,
2017, which was prepared using the projected unit credit methed. The Plans are
administered by independent trustees (the Retirement Plan Trustees) with assets
held consolidated for the Group.

The Plans are registered with the BIR as a tax-qualified plan under Republic Act
* No. 4917, As Amended, otherwise known as “Ah Act Providing that Retirement
Benefits of Employees of Private Firms shall not be Subject to Attachment, Levy,
Execution, or any Tax whalsoever.”
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The reconciliation of the present value of the DBO and the FVPA to the recognized
retirement benefits liability as presented in the consclidated statement of financial

position is as follows:
Asset Cai -
Bonefits
2017 DEO FVPA u;m'ﬂ‘.;'i Liabitity
Batanea, January 1, 2017 P207,266,504 (P119,020,367) P10,271,638  P98,517,866

included in Profit or Loss

Current service cost 16,393,560 - - 16,393,560
Net interest income {cost) 11,312,948 {7,073,508) 663,813 4,803,353
27,706,608 {7.073,508) 563,913 21,186,913
Included in OCI
Remeasurement gains on plan assets:
1. Aﬁgnsarla! gains (losses) arising
. cmngee in financial assumptions  (10,544,372) . - (10,544,372)
» Changes in demographic
assumptions 37.463,028 - - 37,463,028
* Experionce gdjusiments 1,183,682 - - 1,183,682
2. Retum on plan assats excluding
interast income - 8,693,574 - 5,503,574
3. Effect of asset celling - - 2,838,812 2,838,812
28,102,338 5693574 2838812 36,534,724
Others
Contributions paid by the employer - (21,450,000) . (21,460,000)
Benefits paid from:;
Book reserves {10,317,697) - - (10,317,897)
Plan assets (2,081,863) _ 2,061,863 - -
Batance, December 31, 2017 P260,695,980 (P119,888,438) P13,674,363 P124,481,905
Raetiremeant
Asset Celling Benefits
2016 D80 FVPA Adjustment Liabiity
Balance, January 1, 2016 P203,197.676 (P100,815,930)  P8,300,910 P116,682 586
Included in Profit or Loss
. Current service cost 15,001,937 . - . 15,091,937
Net interest income {cost) 11,138,022 (5,865,116} 449,809 5,722,818
26,229,959 (5,865,118) 449,209 20,814,752
Included in QCI
Remaasurement l9sses an plan assets:
1. Aehmia!m (losses) goins ariging
« Changes In finenciel assumptions  (3,868,977) . - (3,850,977)
= Changes in demegraphic
assumptisns 2,393,530 - - 2,393,580
s Experience adjustments {12,337,681) - - {12,337.681)
2. Retum on plan assets excluding
intenast income - 3,980,574 - 3,860,574
3. Effect of asset celling - - 1,820,819 1,620,819
(13,804,068) 3,860,574 1,520,819 (8,322,675)
Others
Caniributions paid by the employer (21,050,000) - (21,050,000)
Benefits paid from: .
Book reserves (9,606,808) - - (.608,808)
Plan asssis (4,750,165) 4,780,165 - -
Balance, December 31, 2016 P207,268,594 (P119,020,367) P10,271,638  P83,517,885

The retirement benefits cost recognized in profit or loss for the years ended
December 31, 2017, 2016 and 2015 amounted to P21.20 million, P20.81 million and
P40.34 million, respectively, and is presented as part of “Personnel costs® account in
the consolidated statement of profit or loss and other comprehensive income.
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Personne! costs comprise the following:

2017 2016 2015
Salaries and wages P281,286,064 P296403578 P294,365,171
Retirement benefits expense 21,196,913 20814752 40,342,055
Other employee benefits 24,400,273 19,305.899 20242473

P326,883,250 P336,524,229 P364,949,699

The Group's plan assets consist of the following:

2017 2016
Debt instruments - government bonds P87.860,624 P1,407,3208
Cash and cash equivalents 30,496,250 879,667
Investment in government securities 12,890,795 80,400,862
Deposit in banks 4,923,694 18,430,283
Investment in other securities and debt instruments 1,178,616 1,076,225
Equity instruments 300,333 -
Debt instruments - other bonds 200,105 -
Other receivables 2,038,122 6,825,932

P139,888,438 P119,020,367

The principal actuarial assumptions at reporting date are as follows:

2017 2016
Discount rate 5.70% -6.00% 5.43%-549%
Salary increase rate 3.0%-10.0% 3.0%-10.0%

Assumptions regarding the mortality and disability rates are based on the 2001 CSO
Table - Generational (Scale AA, Society of Actuaries) and the Disability Study,
Pericd 2, Benefit 5 (Society of Actuaries), respectively.

The weighted-average duration of the DBO is 13.4 years and 12.6 years as at
December 31, 2017 and 2016, respectively.

Maturity analysis of the benefit payments as at December 31 follows:

2017 2016
Carrying amount P250,695,980 P207,266,594
Within one (1) year P12,316,420 P8,327,180
Within 1 - 5 years §8,699,284 25,044,008
Within 5 - ten (10) Years 134,689,361 86,729,656
Contractual cash flows P205,605,166 P130,100,844

Sensitivity Analysis - . .
Reasonably possible changes at the reporting date to one of the relevant actuarial
assumptions, holding other assumptions constant, would have affected the DBO by

the amounts shown below:

2017 2016
+1% A% +1% -1%
Discount rate (P24,044,673) P26,049,896 (P15464,129) P17,620,401
Salary increase rate 26,865,716 21,914,771 15,438,980 13,891,841
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Although the analysis does not take account of the full distribution of cash flows
expected under the Plans, it does provide an approximation of the sensitivity of the
assumptions shown.

These respsctive Plans expose the Group to actuarial risks such as longevity risk,
interest rate risk, and market (investment) risk.

ahil
The Retirement Plan Trustees have no specific matching strategy between the plan
assets and the plan liabilities.

Funding Policy
The Group is not required to pre-fund the future defined benefits payable under the

retirement plans before they become due. However, in the event a benefit claim
arises and the respective Plans' fund is insufficient to pay the claim, the shortfail will
be paid by the Group directly to the employee-retiree. Hence, the amount and timing
of contributions to the respective Plans are at the Group's discretion.

19. Income Taxes

The companents of the Group's income tax expense (benefit) are as follows:
2017 2016 2015

Recognized in Profit or Loss
Current tax expense P177,643,376 P116,624,221 P71,347,136

Deferved tax (benefit) expense {77,194,648) 35,879,140 5460,572
P100,448,728 P152,503,361 P76,807,708

Recognized in OCI
Deferred tax (benefit) expense  (P10,960,417) P276,427,356 P5,939,095

The reconciliation of the income tax expense computed at the statutory tax rate to
the actual income tax expense shown in profit or loss is as follows:

2017 2016 2015
Income beforeincometax -  P299,181,929 P471,388,347 P235514,803
Income tax expense at 30% P89,764,579 P141,416,504  P70,654,441
Additicns to (reductions in)
Income tax resuiting from the
tax effects of:
Nondeductible expenses 7,968,948 10,863,786 13,430,934
Unrecognized deferred tax
assets during the year 5,632,268 3,678,457 2,067,312
Income not subjected to
income tax . {2,907,057) (3,455,386) (9,344 ,979)

P100,448,728 P152,503,361 P76,807,708
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The movements of the deferred tax assets and deferred tax liabilities are as follows:

Balance

January 1, Recognizod Racogatzed Balance
Decembar 31, 2017 2017 in Profit or Logs InQCl  Decombar 31, 2017
Deferred tax Babilty:
Rewpluation surplus on progerty
—.2nd equinmant P1,339,315,801 (P84,246,571) P P1,275,060,230
Relrement 29, 174 (
o r 588,359 (3,174,205) 10,880,417 37,344,671
on recelvabies 6,285,350 189,824 - 8475174
Unamartized past service cost 2,660,538 (616,842) - 145,146
2,145,
1,584,569 {1,584,569) -
Accrued rent expanse 616,333 {113,088) . 503,285
Unsamed revenues 348,26 178,106 . £26,311
Minimum comporata incoma tax 285,448 .
Accryed intorast expense on Ga14) ) )
- 19,000,000 . 18,000,809
41,086,003 12,948,077 10,960,417 64,994,497

P1,290,229,758 (P77,194,648)} (P10,580,417) £1,210,074,733

Balanco Recognized Recognized Balance
Decembar 31, 2016 January 1, 2018 in Profit ar Lass In QCl December 31, 2018
Defemred tax Gabifites:
Revaluation surpits on property
and equipment P1,093,657,003 (P20,271,755) P273,830,662 £1,339,315,801
Rental recaivable 11,069,802 (11,069,602) - -
Ungmortizad pramium an
securily dapesits 5,261,709 {5,251,708) - -
1,109,568,314 (44,583,068) 273,930,953 1,339,315,604
Deferred tax assets:
Retiremant (lability 35,230,853 {3,178.491) {2,408,802) 29,565,359
Allowgnce for impaimaent
lossas an receivablos 5,750,472 528,878 - 6,268,350
Unrsmortized past servica cost 3,176,831 (516,843) - 2,660,888
Unrealized foreign exchango
fosa 11,749,808 (10,166,238) - 1,604,889
Accryed rent expensa 703,075 (68.,692) - 818,383
Uneamed revenues 433008 (84,883) - 348,208
v 517,891 (482,743) - 35,148
Rent riceived in advanca 84,125,458 ({84,125,458) - -
Net operating loss cany-over
—(NOLCO) 2,349,730 (2,349,730} = =
124,045,012 (80,462,208} (2,484,609 41,088,003
P1485,923,302 P38,679,140 P278,427,358 P14,298,220,783

Deferred tax assets have not been recognized by certain subsidiaries in respect of
the following items in the table below because it is not probable that future taxable
profits will be available against which the subsidiaries can utilize the benefits thereon
prior to their expiration or reversal.

27 2016
TaxBase  Tax Effect Tax Base Tax Effect
NOLCO P39,404,286 P11,821,286 P43,537,477 P13,061,243
MCIT 489,211 489,211 725383 725383

Less allowance for
impaimment losses __ (3,427,734)  (1,276,686) __ (530,528) _ (159,158)

P36,465,763 P11,034,811 P43,732,332 P13,627,468
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The movements of unrecognized net deferred tax assets of the Group are as follows:

2017 2016
Balance at beginning of year P13,627,468 P17,809,208
Unrecognized deferred tax asset during the year;
NOLCO 5,620,492 3,429,246
MCI‘I: 11,768 249,211
Impax.nnent losses (1,116,628) (159,158)
Expiration of unrecognized deferred tax assets:
NOLCO (6,860,449) {6,859,312)
MCIT (247,938) (89,005)
Unrecognized deferred tax asset applied during
the year:
NOLCO - (752,722)
Balance at end of year P11,034,811  P13,627 468
Details of unrecegnized NOLCO are as follows:
Year Remaining
Ingumed Exgpiry Date NOLCO Applied _ Expirad Amount Amoum
2017 Decamber 31, 2020 P18,734,973 P - P - P18,734,973
2018 December 31, 2019 1,430,821 - - 11,430,821
2015 Decomber 31, 2018 9,238,492 - - 9,220,492
2014 Decamber31, 2017 23141885 (273,701) __ (22,888,164) -
P82,548,151 (P273,701)  (P22,688,164)  P30.404,268

Certain subsidiaries were required to pay MCIT under existing tax regulations. The
MCIT payments and the applicable years that these will be deductible from future
regular corporate income tax payable are shown below:

Year Remaining
tnoued _Explry Oate MG Applled ExpimdAmount  Amourt
2017 December 31, 2020 P11,7¢8 P - P - P11.768
2018 December 31, 2019 249,211 - - 249,211
2018 December 31, 2018 228,234 - - 228,234
2014 December3i, 2017 247,938 - gy -

P737,149 P (P247,938) P489,211

20. Earnings Per Share

Earnings per share (EPS) is computed by dividing the net income for the year by the
weighted average number of outstanding shares of common stock during the year.

2017 2016 2015

Net income attributable to

equity holders of the Parent )

Company T P217,937,648 P287,392497 P127,211,459
Weighted number of shares

outstanding _ 2,498,991,783 2,498,991,7563 2,498,991,753
Eamings per share -

basic and dituted P0.087 P0.115 P0.051

There are no potentially dilutive shares as at December 31, 2017, 2016 and 2015.
Accordingly, diluted EPS is the same as basic EPS.
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21. Financial Instruments - Risk Management and Fair Values

Risk Management Structure
The BOD is mainly responsible for the overall risk management approach and for the

approval of risk strategies and principles of the Group. It also has the overall
responsibility for the development of risk strategies, principles, frameworks, policies
and fimits. It establishes a forum of discussion of the Group's approach to risk issues
in order to make relevant decisions.

Risk Management Committee
Risk management committee is responsible for the comprehensive monitoring,

:.lvaluation and analysis of the Group’s risks in line with the policies and limits set by
e BOD.

Einancial Risk Management Objectives and Palicies
The Group's principal financial instruments comprise of cash and cash equivalents,

receivables, notes receivable, due from related parties, short-term investment, AFS
investment, other noncurrent assets (except special project deposits), accounts
payable and accrued expenses, loan payable, other current liabilities and
concessionaires' deposits. These financial instruments arise directly from operations.

The main risks arising from the financial instruments of the Group are credit risk,
liquidity risk and market risk. There has been no change to the Group's exposure to
risks or the manner in which it manages and measures the tisks in prior financial
year. The Group’s management reviews and approves policies for managing each of
these risks and they are summarized as follows:

Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparly to a
financial instrument fails to meet its contractual obligations, and arises principally
from the Group's cash in banks, receivables and due from related parties.

The Group has established a credit policy under which each new customer is
analyzed individually for creditworthiness before the Group's standard payment and
delivery terms and conditions are offered. The Group's review includes external
ratings, if they are available, financial statements, credit agency information, industry
information, and in some cases bank references. The Group limits its exposure o
credit risk by establishing credit limits and maximum payment period for each
customer, reviewing outstanding balances to minimize transactions with customers in
industries experiencing particular economic volatility.

With respect to credit risk from other financial assets of the Group, which mainly
comprise of due from related parties, the exposure of the Group to credit risk arises
from the default of the counterparty, with a maximum exposure equal to the carrying
amount of these instruments.

There is no other significant concentration of credit risk in the Group.
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The aging analyses of the Group’s financial assets as at December 31, 2017 and
2016 are as follows (in thousands):

Naither
Paat Due Past Outo but wot
nar <0 ~68 - - >
Devember 39, 2017 Tota rod
Cash.and cash equivaienis* 4 PM2558 P3M2888 P . P P . P - P - P -
Rocoivables : :ﬂ.ﬂ“ 14008 56,991 T.660 4,904 3,900 11,790 21,584
Shortom tvestmen 7 1z 12380 - . : : : .
Oua fram refuted partias a 22 4,950,048 . . - - - 61,188
Invastment [} 13,855 18955 - - . . . -
Othar aoncagrent gasets 10 potyh) = - - . * -
Tota P2850,57T P2,602253 PSAG9Y PTAS0 P4,094  PISO0  PH,TSO P32,769
“Exctuding cash an hand
Exciuding spociHf projoct doposis
Neiter
Past Dus Pasi Gua bu ot
nar -680 61.90 ©1.120 EX
December 31, 2013 Noto Told __impeted [
Cash and cash equivelants® 4 PES21M1 PBE21N P - P - P - P - P - P
Roceivablas § 257,758 M542 27283 12088 8,184 0,055 8,385 2amMm
7 12,251 12,281 - - - - - -
D from veiatod partics 8 1,939,282 1878097 - - . - - 61,185
8 15,622 16,822 . - - - - -
Othar aisata = 10 27,341 2730 - - - - . -
Tota P2,439,665 F2,204264 P27253 P12080 P3,154 P05 PHISE P33,408
“Excliring cash on hand
“Excinting spocial project deposits

The credit quality of the Group’s financial assets that are neither past due nor
impaired is considered to be of good quality and expected to be collectible without
incurring any credit losses.

Information on the Group's receivables and due from related parties that are
impaired as of December 31, 2017 and 2016 and the movement of the allowance
used to record the impairment losses are disclosed in Notes 5 and 8 to the
consolidated financial statements.

Liquidity Risk
Liquidity risk is the risk that the Group will not be able to meet its financial cbligations
as they fall due.

The Group monitors and maintains a level of cash deemed adequate by the

- management to finance the Group's operation and mitigate the effects of fiuctuations

in cash flows. Additional shortterm funding is obtained through related party
advances and from bank loans, when necessary.

Uitimate responsibility for liquidity risk management rests with the BOD, which has
established an appropriate liquidity risk management framework for the management
of the Group's short, medium and long-term funding and fiquidity management
requirements. The Group manages liquidity risk by maintaining adequate reserves,
by continuously monitoring forecast and actual cash flows and matching the maturity
profites of financial assets and liablliies. For the Group’s short-term funding, the
Group's policy is to ensure that there is sufficient working capital inflows to match
repayments of short-term debt.



The following table summarizes the matunty profile of the Group's financial liabilities
as at December 31, 2017 and 2016 based on contractual undiscounted payments
{in thousands):

Total Contractual Undiscountsd Payntants

Carrying Lass than 10§
Cecember 31, 2017 Note Amount Yota! On Domand 1Year  Years
Accounts payable and accntad
expanges* 11 P1,431668 P1,431668 £1,240,218 P180,263 P111477
Other cument ilabiities™ 12 13,623 13,623 13,623 - -
Loans payatle 13 376,000 375,000 376,000 - -
Concessionatres’ deposits - net
of current partion 14 8,342 5342 __ 65342 - -

P1,8250621 P1,826,6021 P1,634,181 80,263 P11477
*Excluding local taxes, oulput VAT and withholding taxes
*Excluding dafarred Incoms

Tetal Contractual Undiscounted Payments
Less than

Canylng 1106
Dacember 31, 2018 _Notg  Amouyri Tota!  On Demand 1Year  Yeam
Accounts payable and accred
expenses® 11  P1,329,383 P1,329,383 PaB6s, 88 P446608 P18,419
Other cument (labilities™ 12 21,028 21,028 21,028 - -
Loans payable 13 375,000 375,000 376,000 . -
Cancessionaires’ deposils - net
__of current portion 14 4548 4,548 4,548 : :
P1,729,959 P1,729,989 P1,266,932 P4468608 P16419
*Exciudes local taxes, oudput VAT and withholding taxes
Excluding deferred income
Market Risk

Market risk is the risk that the fair value or cash flows of a financial instrument of the
Group will fluctuate due to change in market prices. Market risk reflects interest rate
risk, currency risk and other price risks.

Since the Group's foan in U.S. dollar had been fully paid in March 2018, the Group is
not anymore significantly exposed to changes in foreign currency exchange rates.

Interest Rate Risk

Cash flow interest rate risk is the risk that the future cash flow of the financial
instruments will fluctuate because of the changes in market interest rates. Fair value
interast rate risk is the risk that the fair value of a financial instrument will fluctuate
due to changes in market interest rates. : ’

The Group's financial instrument that is exposed to interest risk is the interest-
bearing funds made avaitable by the Parent Company to WCCCHI to finance the
construction of the Cebu City Hotel Project. Such funds were substantially sourced
from a P375.00 million loan from SSS, as well as the stock frights offering of the
Parent Company. Since 2006, the Parent Company charged WCCCHI on the related
interests and penalties on the contention that the latter benefited from the proceeds
of the SSS loan (see Note 13). Starting 2017, WCCCHI was not anymere charged
with the interest on SSS loan because the Parent Company has assessed that if it
has aready fulfilled its obligations related to its use of proceeds from such loan.
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The following table illustrates the sensitivity of the net resuilt for the year and equity to

a reasonably possible change in interest rates of +10 basis point in 2017 and 2016,

with corresponding effect in equity. These changes are considered to be reasonably

possible based on observation of current market conditions. The calculations are

zazied ?;:t:m Group's loan payable held at the reporting date. All other variables are
eld constant.

2017
Changes in Interest Rates (in Basis Points) +10 -10
Netincome (P6,000,000) P6,000,000

2016
Changes in Interest Rates (in Basis Points) +10 -10
Net income {P6,004,211) P6,004,211

The cther financial instruments of the Group are either shori-term or noninterest-
bearing and are therefore not subject to interest rate risk.

Cash flow interest rate risk exposure is managed within parameters approved by
management. If the exposure exceeds the parameters, the Group enters into
hedging transactions.

Equily Price Risk

Equily price risk is the risk that fair value of future cash flows of a financial instrument
will fluctuate because of changes in market prices {other than those arising from
interest rate risk or currency fisk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all
similar financial instruments traded in the market.

The Group is exposed to equity price risk because of its investment in shares of
stock of Wil which are listed in the PSE totaling to 86.71 million shares as at
December 31, 2017 and 2016 (see Note 8f). s

The Group monitors the changes in the price of the shares of stock of WIL. In
managing its price risk, the Group disposes of existing or acquires additional shares
based on the economic conditions. , ‘

The following table iiiustrates the sensitivity of the Group’s equity to a reasonably
possible change in equity price. These changes are considered fo be reasonably
possible based on past equity price performance of the Group's AFS investment and
macroeconomic forecast for 2017 and 2016. This analysis assumes an increase of
10% for 2017 and 2016 and a decrease of 10% for 2017 and 2016 of the equity price
of the Group's AFS investment. All other variables are held constant:

2017 2016
10% -10% 10% -10%

Equity P1,116,826 (P1,116,825) P1,177,522 (P1,177,522)
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Fair @ of Financi and Liabilities
The table below summarizes the camying amounts and fair values of the Group’s
financial assets and liabilities as at December 31, 2017 and 2016 (in thousands):

2017 2016
Carrying Falr Cantying Fair
Amounts Values Amounts Values
Financial Assets
Cash and cash equivalents* P342,868  P342,858 P186.211 P186,211
Recelivables 228,361 228,361 235,447 235,447
Notes receivable 195,607 195,807 - -
Due from related parties 2,011,233 2,011,233 1,939,282 1,939,282
Short-term investment 12,360 12,360 12,281 12,251
Available-for-sale investment 15,955 15,955 16,822 16,822
Other noncurient assets = 23,018 23,019 27341 27,341
P2,828,793 P2,828,793 P2417,354 P2417354
“Exciuding cash on hend
~Excluding special project deposits
_ 2017 2016
Carrying Fair Carmying Fair
Amounts Values Amounts Values
Financial Liabilltles
Accounts payable and accrued
expenses*™ P1,431,656 P1,431656 P1,329383 P1,329,383
Other cumrent liabilities™™ 13,623 13,623 21,028 21,028
Loans payable 375,000 375,000 375,000 375,000
Concessionaires' deposits -
net of cuvent partion §,342 §,342 4,548 4,548

P1,825621 P1,825621 P1,720859 P1,720,959

~Excludas locel laxas, autput VAT end withhoiding laxes
~*Excluding defemed incomo

The canying amount of cash and cash equivalents, receivables, notes receivable,

- current portion of due from related parties, short-term investment, other noncurrent

assets, accounts payable and accrued expenses, other cument liabilities and
concessionaires’ deposits approximate their fair values due to the short-term maturity
of these instruments.

. The fair value of interest-bearing due from related parties and loan payable is based

on the discounted value of expected future cash flows using the applicable market
rates for similar types of instruments as of the reporting date, thus, the carying
amount approximates fair value.

The fair value of AFS investment was determined using the closing market price of
the investment listed on the PSE as of December 31, 2017 and 2016.

apital Management
The primary objective of the Group’s capital management is to ensure its ability to
continue as a going concern and that it maintains a strong credit rating and healthy
capital ratios in order to support its business and maximize shareholder value.
Capital is defined as the invested money or invested purchasing power, the net
agsem or equity of the entity. The Group's overall strategy remains unchanged from
2017 and 2016.

-33-



The Group manages its capital structure and makes adjustments to it, in light of
changes in econcmic conditions. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders, retum capital to
shareholders or issue new shares. No changes were made in the objectives, policies
of precesses in 2017 and 2016.

On March 13, 2018, the WCCCHI's BCD approved the increase in the WCCCHI's
authorized capital stock from P13.80 million divided into 13.80 million shares with a
par value of P1 per share to P2.00 billion divided into 2 billion shares with a par value
of P1 per share.

Further, the WCCCHI's BOD approved the proposal to convert the existing deposit
on future subscriptions which currenily amounts to P1.00 billion into equity, in
tranches, the first tranche in the amount of P500.00 million and subsequent tranches
as the WCCCHI's BOD shall decide.

As at the date of the approval of the consolidated financial statements, WCCCHI has
yet to file its application for the increase in authorized capital stock with the SEC.

For purposes of the Group's capital management, capital includes all equity items
that are presented in the consolidated statement of changes in equity.

The Group is not subject to extemally-imposed capital requirements as at
December 31, 2017.

22, Lease Agreements with PAGCOR

The Parent Company, in behalf of WCCCHI and WMCHI, entered into lease
agreements with PAGCOR. The lease agreement of WCCCHI with PAGCOR
covered the Main Area (8,123.60 sq.m.), Slot Machine Expansion Area (883.38
sq.m.), Mezzanine (2,335 sq.m.) and 5" Flcor Junket Area (2,336 sq.m.) for a total
area of 13,677.98 sq.m. which commenced on March 3, 2011 and March 16, 2011,
for the Main Area and Siot Machine Expansion Area, respectively. The lease
agreement of WMCHI with PAGCOR covered the Main Area (4,076.24 sq.m.) and
Chip Washing Area (1,076 sq.m.) for a total area of 5,152.24 sq.m. which was last
renewed on March 21, 2011. Both leases expired on August 2, 2016. Thereafter,
PAGCOR paid the WCCCHI and WMCHI rental on a month-to-month basis. The
lease was renewed on February 15, 2018, for a period of 1 year.

APHC also has a lease agreement with PAGCOR covering the Main Area (7,093.05
sq.m.), Expansion Area A (2,130.36 sq.m.), Expansion Area B (3,069.92 sq.m.) and
Air Handling Unit Area (402.84 sq.m.) for a total lease area of 12,696.17 sq.m. The
lease agreement was last renewed on December 1, 2010 and expired on
December 31, 2016. As at December 31, 2017, PAGCOR continued to operate a
porticn of the lease area on a month-to-month basis while completing its pullout from
APHC.

The amortized cost of the refundable security deposits received by WCCCHI,
WMCHI and APHC upon execution of the above lease contracts were determined by
calculating the present value of the cash flows anticipated until the end of the lease
term using the respective interest rates. The change in the present value and the
amortization of the discount is recognized as part of “Interast expense” account in
the consolidated statements of profit or loss and amounted to n#l, P19.01 million and
P20.31 miltion in 2017, 2016 and 2015, respectively. As the deposits do not have an
active market, the underiying interest rates were determined by reference to market
interest rates of comparable financial instruments. ‘
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Total rental income from the above PAGCOR lease contracts recoegnized as part of
*Rent and related income” in the consolidated statements of profit or lass amounted
to P619.44 million, P720.41 million and P891.99 million in 2017, 2016 and 2015,

respectively.

23. Other Lease Agreements

Group as | essor

Lease Agreements with Concessionaires

WCCCHI, WMCHI, DIHCI and APHC have lease agreements with concessionaires
for the commercial spaces available in their respective hotels. These agreements
typically run for a period of less than one year, renewable upon the mutual
agreement of the parties.

Rent revenue recognized as part of “Rent and related income” in profit or loss and
amounted to P56.39 million, P85.29 million and P135.63 million in 2017, 2016 and
2015, respectively.

Group as Lessee

Land under Operating Lease

On Seplember 15, 1994, Waterfront Hotel and Resort Sdn. Bhd. (WHR), a former
related parly, executed a lease contract (the Agreement) with Mactan Cebu
International Airport Authority (MCIAA) for the lease of certain parcels of land where
the hotels were constructed. On October 14, 1994, WHR assigned its rights and
obligations under the MCIAA contracts to WCCCHI and WMCHI.

WCCCHI and WMCHI shall pay MCIAA fixed rentais per month plus a 2% variable
rent based on the annual gross revenues of WCCCHI and WMCHI, as defined in the
Agreement. The leases are for a period of fifty (50) years, subject to automatic
renewal for another twenty-five (25) years, depending on the provisions of the
applicable Philippine laws at the time of renewal.

Fixed and non-cancellable operating lease rentals payable to MCIAA are as follows:

2017 2016
Less than 1 year P17,741,933 P17,741,933
Between 1 and 5 years : 60,341,346 60,341,346
More than § years 276,271,062 286,619,044

P364,364,341 P364,702,323

Lease of Slot Gaming Machines

fn 2007, Dynamo Atlantic Limited (Dynamo), a foreign corporation duly organized,
existing and registered at the British Virgin Islands, entered into @ Memorandum of
Agreement (MOA) with Entertainment Gaming (Philippines), Inc. (EGP), for the lease
of electronic gaming machines for instaliation and operation in Universal Park Mall
Building located at Rizal Avenue, Sta. Cruz, Manila. Subsequently, Dynamo
executed a deed of assignment in faver of MBI for the full authority and rights over
the contract, The MOA was renewed several times, the latest of which expired in
June 30, 2016.

As a result of the cessation of MBI's business operations effective July 1, 2016, the
lease contract was no longer renewed.



Total rent expense for the aforementioned leases amounted to P37.41 million,
P47.93 millicn and P&6.78 million in 2017, 2016 and 2015, respectively in the
consolidated statements of profit or loss and other comprehensive income.

24. Commitments and Contingencies

The following are the significant commitments and contingencies involving the
Group:

a. On November 10, 2008, the Parent Company received a preliminary assessment
notico from the BIR for deficiency taxes for the taxable year 2006. On
February 9, 2009, the Parent Company sent a protest letter to BIR contesting the
said assessment. On February 18, 2009, the Regional Office of the BIR sent a
letter to the Parent Company informing the latter that the docket was retumed to
Revenue District Office for reinvestigation and further verification.

On December 8, 2009, the Parent Company received BIR’s Final Decision on
Disputed Assessment for deficiency taxes for the 2006 taxable year. The final
decision of the BIR seeks to coflect deficiency assessments totaling to
P3.30 miilien. However, on January 15, 2010, the Parent Company appealed the
final decision of the BIR with the Court of Tax Appeals {CTA) on the grounds of
lack of legal and factual bases in the issuance of the assessments.

In its decision promulgated on November 13, 2012, the CTA upheld the
expanded withholding tax (EWT) assessment and cancelled the VAT and
compromise penalty assessments. The Parent Company decided not to contest
the EWT assessment. The BIR filed its MR on December 4, 2012 and on
April 24, 2013, the Court issued its amended decision reinstating the VAT .
assessment. The Parent Company filed its MR on the amended decision that
was denied by the CTA In its resolution promulgated on September 13, 2013.

The Parent Company appealed the case to the CTA sitting En Banc on
October 21, 2013. The CTA En Banc decision promuigated on
December 4, 2014 affimed the VAT and EWT assessments. The EWT
assessment was paid on March 3, 2013,

The CTA En Banc decision was appealed to the SC on February 5, 2015 .
covering the VAT assessment only. As at December 31, 2017, the Parent
Company is still awaiting the SC's decision.

Management and its legal counsels belleve that the position of the Parent
Company is sustainabls, and accordingly, believe that the Parent Company does
not have a present obligation (legal or constructive) with respect to the
assessment.

b. WMCHI has a tax case involving VAT assessment for the taxable year 2006. The
case was elevated to the CTA in 2011. In 2012, WMCHI offered its formal
evidence to the court. In its decision promulgated on May 31, 2013, the CTA
cancelled the VAT assessment in its entirety. The BIR fited a MR that was denied
by the CTA in its resolution promuilgated on August 16, 2013. The BIR appealed
the case to the CTA silling En Banc on September 20, 2013, On
September 15, 2015, the CTA reaffirmed the decision canceiling the VAT
assessment.

in March 9, 20186, the BIR filed with the SC its motion for extension of time to file
its appeal. As at December 31, 2017, WMCHI is still awaiting the SC's decision.
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€. Acesite (Phils.) Hotel Comoration versus PAGCOR, et al.

The case involved a Petition for Prohibition and Mandamus, with application for
the issuance of a Temparary Restraining Order (TRO) and writ of prefiminary
injunction filed by APHC against PAGCOR and Vanderwoed Management Corp.
(VMC). APMC filed this case to assail PAGCOR's award to VMC of a
procurement project entited “Lease Space for a Casino Gaming Facility in
Manila for a Period of 15 Years” under ITB No. 09-16-2014 for being violative of
the laws and rules on govemment procurement.

Subsequently, VMC filed its “Motion to Admit Attached Supplemental
Comment/Answer with Compulsory Counterclaim® (the Motion to Admif) on
August 10, 2015, to which APHC filed an oppaosition to VMC’s Motion to Admit. In
an order dated September 5, 2016, the Court denied VMC's Motion to Admit.
The Regional Trial Court of Manila, Branch 36, (the Court) likewise denied the
MR fited by VMC in an order dated February 28, 2017.

In a resolution dated June 18, 2015, the Court denied the APHC's application for
TRO. The APHC thereafter filed a MR on July 6, 2015. The said MR was denied
by the Court on August 1, 2016. APHC filed with the CA a Petition for Certiorari
(the 2nd petition), with application for TRO and/or writ of preliminary injunction, to
assail the Court's resolutions dated June 18, 2015 and August 1, 2016. VMC and
PAGCOR filed their respective comments to the 2nd petition, to which APHC
filed its Consolidated Reply on December 19, 2016.

At the pre-trial conference on October 4, 2016, the Court referred the parties to
the Philippine Mediation Center for mediation proceedings. After the termination
of the mediation proceedings, the case was retumed to the Court for the Judicial
Dispute Resclution (JDR) proceedings. The JDR conference was set on
May 2, 2017 and was reset to February 6, 2018. No update conference has yet
been issued.

In a resolution dated January 25, 2017, the CA denied the APHC's applications
for the TRO and writ of preliminary injunction, and directed the parties to submit
their respective memcranda. In compliance with the CA's directive, APHC filed
its memorandum on February 13, 2017. VMC also filed its memorandum dated
February 16, 2017, while PAGCOR filed its memorandum dated
February 14, 2017.

In a resolution dated March 3, 2017, the CA considered APHC's Petition for
Certiorari as submitted for decision. To date, no decision has yet been issued.

d. In the nomal course of business, the Group enters into commitments and
encounters certain contingencies, which include a case against a contractor of
one of its hotels for specific performance. Management befieves that the losses,
if any, that may arise from these commitments and contingencies would not be
material to wamant additional adjustment or disclosure to the consclidated
financial statements.

The Group is defendant in other legal cases which are still pending resolution.

Management and legal counsels believe that the outcome of these cases will not
have any material effect on the Group's financial position and financial performance.
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25. Settlement of Tax Case with the Treasurer of City of Manila

The case arose from the notice of assessment issued by the Manila City Treasurer's
Office on July 13, 2007 demanding APHC to pay for deficiency business tax for the
years 2004 to 2006 totaling P45.58 million (including interest and penalties), arising
principally from non-declaration for local tax purposes of revenues derived from
services in connection with the operation of PAGCOR in APHC's hotel.

After the filing of the protest letters, pefitions and appeals, the case was
subsequently decided against APHC on January 9, 2014 by the CTA En Banc.
Accordingly, APHC recognized a provision for P45.58 milion in its books but
preceeded to elevate the case to the SC.

On December B, 2015, APHC executed a compramise agreement with the City of
Manila wherein both parties agreed to the following terms: (1) APHC will pay the
recomputed tax (iability amounting to P5.84 million; and (2) upon ratification of the
compromise agreement by the City Council of Manila, APHC shall cause the
withdrawal of the case pending before the SC.

The recomputed tax liabifity was paid by APHC on December 10, 2015. The
provision set up for the amounting to P45.58 million was subsequently reversed in
the consolidated statement of financial position and a gain on the reversal of
provision amounting to P39.73 million was recognized as part of revenues under
“Others® in the consolidated statements of profit or loss and other comprehensive
income.

On January 12, 2016, the City Council of Manila passed a resolution ratifying the
compromise agreement between the City of Manila and APHC.

26. Omnibus and Security Loan Agreement

On December 21, 2017, the Parent Company, WCCCHI, WMCHI, DIHCI, CRDC and
PRC (collectively, the Borrowers) entered into an Omnibus Loan and Security
Agreement (the Agreement) with Philippine Bank of Communications (PBCOM) for
the latter to provide the Borrowers multiple term loan facilittes (the Loan Facilities) for
general corporate purposes in the maximum aggregate amount of up to P1.50 billion.
The Loan Facilities consist of the following: . ‘ .

Facility 1 - represents secured term loan facility in the amount of P850.00 million
avaflable through a single or multipte drawdowns with term of fifty-four (54) months
from the initial drawdown date, regardless of the number of drawdowns. Any amount
not drawn after the expiration of the commitment period shall be automatically
cancelled and may not be reinstated. Commitment period means the period
commencing from the date of the agreement and terminating on the earliest of:
(a) six (6) months from the signing of the Agreement; (b) the date when the
commitment is fully drawn or availed by mutual agreement of the parties; or (c) the
date when the commitment is terminated ot cancelled in accordance with the terms
of the Agreement.

Facility 2 - represents secured term loan facifity in the amount of P200.00 million
availzble through a singte or multiple drawdowns with term of fifty-four (54) months
from the initial drawdown date, regardless of the number of drawdowns. Any amount
not drawn after the expiration of the commitment pericd shall be automatically
cancefled and may not be reinstated.
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Facility 3 - represents secured term loan facility in the amount of P450.00 million
avaitable through a single or multiple drawdowns with term of forty-two (42) months
from the initial drawdown date, regardless of the number of drawdowns. Any amount
not drawn after the expiration of the commitment pericd shall be automatically
cancelled and may not be reinstated. Facility 3 requires, on or before the initial
drawdown date, the borrower to cause the relevant mortgagors to constitute in favor
of PBCOM a first ranking real estale mortgage over Davao Agricultural Property
located at Matina, Pangi, Tolomo, Davao City consisting of parcels of agricultural real
property containing an aggregate area of seventy (70) hectares registered in the
names of CRDC and PRC, and Locob property still registered in the name of an
individual, and register such security interest with appropriate Registry of Deeds.

The loan principal is repayable on equal monthly installments to commence at the
end of sixth (6th) month from the initial drawdown date subject to balloon payment
upon maturity. Interest is charged at the higher of four (4)-year PDSTR2 rate on the
date of availment and spread of 3.25% per annum or 7.756% per annum, and
repayable monthiy from the drawdown date.

The Loan Facilities are secured by chattel and real morigages over variocus operating
assets of WCCCHI and DIHCI; real estate mortgages over Davao Agricuitural
Property; assignment over leasehald rights on the land owned by MCIAA on which
WCCCHI stands; and pledge of shares of stocks representing ownership of the
Parent Company in WCCCHI and DIHCI. ’

Each of the Borrowers is required to comply with certain covenants during the term
of the Agreement and until the full payment of the amounts due which include,
among others:

1. Debt to Equity Ratio of not higher than 2.5:1;
2. Debt Service Coverage Ratio of at least 1.25x; and
3. Negative covenants which prohibit each of the Borrowers to:

o Change the nature or scope of its business as presently conducted, of
liquidate or dissolve, or enter into any consolidation, merger, peol, joint
venture, syndicate or other combination, or sell, lease or dispose of a
substantial portion (as determined by PBCOM) of its business of assets, with
market or book value of P500.00 million or more;

« Permit any change in ownership (direct or indirect), management or control
of its business, which results in the present majority stockholders ceasing to
hold, whether direclly or indirectly through any person beneficially, at least
sixty-eight percent (68%) of the direct or indirect beneficial or economic
interest in each of the Borrowers;

e Declare or pay dividends to stockholders and make any capital or asset
distribution to stockholders;

o Purchase, redeem, retire or otherwise acquire for value any of capital stock
now or hereafter outstanding (other than as a result of the conversion of any
shares of capital stock Into shares of any other class of capital stock), retum
any capital to its stockholders as such, or make any distribution of assets to
its stockholders as such (other than distribution ‘payable in shares of its own
outstanding capital stock);

« File any legal action to question any corporate act or transaction;

» Extend any loans, advances or subsidies to any corporation, partnership or
entity owned by the Borrowers or in which it may have equity, other than
advances in the ordinary course of business; and

» Extend any loans or advances to any of its directors, officers, stockholders,
gfﬁtiates and partners other than advances in the ordinary course of

usiness.
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On March 13, 2018, the Borrowers made the drawdowns of Facility 1 and Facility 2
amounting to P850.00 million and P200.00 mifiion, respectively. On April 10, 2018,
the Berrowers made the drawdown of Fagility 3 amounting to P450.00 million.

27. Significant Accounting Policies

The aocouqﬁng policies set cut below have been applied consistently to all years
presented in the consolidated financial statements, except for the changes in
accounting policies as explained below:

jon of Amendments to Sta
The Group has adopted the following amendments to standards starting
January 1, 2017 and accordingly, changed its accounting policies. The adoption of
these amendments to standards and interpretations did not have any significant
impact on the Group’s consolidated financial statements.

« Disclosure initiative (Amendments to Philippine Accounting Standard (PAS) 7,
Statement of Cash Flows). The amendments address financial statements users’
requests for improved disclosures about an entity's net debt relevant to
understanding an entity’s cash flows. The amendments require entities to provide
disclosures that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both changes arising from
cash flows and non-cash changes - e.g. by providing a reconciliation between
the opening and closing balances in the statement of financial position for
liabilities arising from financing activities.

* Recognition of Deferred Tax Assets for Unrealized Losses {Amendments o
PAS 12, Income Taxes). The amendments clarify that:

o the existence of a deductible temporary difference depends solely on a
comparisan of the camying amount of an asset and its tax base at the end of
the reporting period, and is not affected by possible future changes in the
carrying amount or expected manner of recovery of the asset,

o the calculation of future taxable profit in evaluating whether sufficient taxable
profit will be available in future periods excludes tax deductions resulting
from the reversal of the deductible tempaorary differences; .

« the estimate of probable future taxable profit may include the recovery of
some of an entity's assets for more than their carrying amount if there is
sufficient evidence that it is probable that the entity will achieve this; and

o an entity assesses a deductible temporary difference related to unrealized
losses in combination with all of its other deductible temporary differences,
unless a tax law restricts the utitization of losses to deduction against income

of a spacific type.

Basis of Consaiidation
The consolidated financial statements include the accounts of the Parent Company,

as well as those of its subsidiaries enumerated in Note 1 to the consclidated financial
statements.
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Subsidiaries

Subs:idiaries are entities controlled by the Group. The Group controls an entity if and
only if, the Group is exposed to, or has rights to, variable retumns from its involvement
with the entity and has the ability to affect those retuns through its power over the
entity. The Group reassesses whether or not it controls an investee if facts and
cifrcumnces indicate that there are changes to one or more of the three alements
of control.

The financial statements of the subsidiaries are prepared for the same reporting
period as the Parent Company and are included in the consclidated financial
statements from the date when contrel commences until the date when control
ceases,

The accounting policies of subsidiaries are being aligned with the policies adopted by
the Group. Losses applicable to the NCI in a subsidiary are allocated to the NCI even
if doing so causes the NCI to have a deficit balance.

Accotunting for NCI

NCI represents the portion of profit or loss, OCI and the net assets not held by the
Group and are presented separately in the consolidated statement of profit or loss
and cther comprehensive income and within equity in the consolidated statement of
financial position, separately from the Parent Company’s equity.

Acquisitions of NCI are accounted for as transaction with owners in their capacity as
owners and therefore no goodwill is recognized as a result of such transactions. The
adjustments to NC|, if any, are based on a proportionate amount of the net assets of
the subsidiary.

Loss of Controf

Upocn the loss of control, the Group derecognizes the assets and liabilities of the
subsidiary, any noncontrolling interests and other components of equity related to the
subsidiary. Any surplus or deficit resulting from loss of cantrol is recognized in profit
or loss. If the Group retains any interest in the previcus subsidiary, then such interest
is measured at fair value at the date that contro! is lost. Subsequently, it is accounted
for as an equity-accounted investee or as an AFS investment depending on the level
of influence.

Transactions Efiminated on Gonsalidation ) : .
Intra-group balances and transactions, and any unrealized income and expenses
arising from intra-group transactions, are eliminated in preparing the consolidated
financial statements. Unrealized gains arising from transactions with equity-
accounted investees are eliminated against the investment to the extent of the
Group's interest in the investee. Unrealized losses are eliminated in the same way as
unregiized gains, but only to the extent that there is no evidence of impairment.

Seament Reporting
An operating segment is a component of the Group that engages in business

activities from which it may earn revenues and incur expenses, including revenues
and expenses that relate to transactions with any of the Group's other components.
All operating results are reviewed regularly by the Group’s BOD, the chief operating
decision maker of the Group, to make decisions about resources to be allocated to
the segment and to assess its performance, and for which discrete financial
information is available.
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Segment results that are reported to the Group's BOD include items directly
attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise mainly corporate assets, head office expenses
and income tax assets and liabflities.

Segment capital expenditure is the total cost incurred during the year to acquire
property and equipment.

The Group's businesses are operated and organized according to the nature of
business provided, with each segment representing a strategic business unit,
namely, the Hotel operations, Marketing operations and Corporate and Other
Operations segments.

The Group's only reportable gecgraphical segment is the Philippines.

evenue nition
Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Group and the revenue can be reliably measured. Income is measured at
the fair value of the consideration received, net of trade discounts, rebates, and other
sales taxes or duties. The following specific criteria must also be met before revenue
is recognized:

Rooms
Room revenue is recognized based on actual occupancy.

Food and Beverage
Food and beverage revenue is recognized when orders are served and billed.

Rent and Related Income

Rent and related income on leased areas of the Group's properties is accounted for
on a straightline basis over the term of the lease, except for canceliable leases
which are recognized at amount collected or collectible based on the contract

provision. : :

Other Revenues
Other revenues are recagnized upan execution of service or when earmed.

interest Income

Interest income is recognized as it accrues using the effective interest method.

Determination of whether the Group is Acting as a Principal or an Agent .
The Group assesses its revenue arrangements against the following criteria to

determine whether it is acting as a principal or an agent:

« whether the Group has primary responsibility for providing the goods and
services;

« whether the Group has discretion in establishing prices; and

» whether the Group bears the credit risk. ‘

If the Group has determined it is acting as a principal, the Group recognizes revenue
on a gross basis with the amount remitted to the other party being accounted as part
of costs and expenses. If the Group has determined it is acting as agent, only the net
amount retained is recognized as revenue.

The Group assessed its revenue arrangements and concluded that it is acting as
principal in all arangements.
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Costs and expenses are recognized in profit or loss upon utilization of the service or
at the Qate they are incurred. Interest expense is recognized in profit or loss in the
period in which they are incurred using the effective interest method.

Einancial Instruments
Financial Assets

The Group classifies its financial assets in the following categories: (a) at fair value
through profit or loss (FVPL), (b} loans and receivables, (c) held-to-maturity (HTM)
investments, and (d) AFS financial assets. The Group’s classification depends on the
purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at initial recognition. The Group only holds
financial assets classified as AFS investments and loans and receivables.

(a) Classification

Loans and receivables are nonderivative financial assets with fixed or
determinable payments that are not quoted in an active market and where
management has no intention of trading. They are included in current assets,
axcept for maturities greater than twelve (12) months after the financial reporting
date, in which case, these are classified as noncurrent assets. The Group's cash
and cash equivalents, receivables, short-tem investment, due from refated
parties and refundable deposits (presented under “Other noncurment assets”
account in the consolidated statement of financial position) are classified as
loans and receivables as at December 31, 2017 and 2016.

Cash, which includes cash on hand and in banks, is stated at face value. Cash
equivalents are short-term, highly liquid investments that are readily convertible
to known amounts of cash with original maturities of three (3) months or less
which are subject to insignificant risk of change in value.

Short-term investment is a certificate of deposit which is highly liquid with
maturity of more than three (3) months but less than one (1) year from date of
acquisition and subject to an insignificant risk of change in value.

AFS investment is designated as such or does not qualify to be classified as
financial asset at FVPL, HTM investments or loans and receivables. This
investment, which is purchased and held indefinitely, may be scld in response to
liquidity requirements or changes in market conditions. This only includes equity
investiments.

(b) Initial Recognition and Derecognition

Financial assets are recognized in the consolidated statement of financial
position when the Group becomes a party to the contractual provisions of the
instrument.

Regular way purchases and sales-of financial assets are recognized on trade
date - the date on which the Group commits to purchase or sell the asset
Regular way purchases or sales of financial assets require delivery of assets
within the timeframe generally established by regulations or convention in the
marketplace. Financial assets are initially recognized at fair value plus
transaction costs for afl financial assets not carried at FVPL.
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Financial assets are derecognized when:

the rights to receive cash flows from the financial assets have expired; or

» the Group retains the right to receive cash flows frem the asset, but has
assumed an cbligation to pay them in full without material delay to a third
party under a ‘pass-through'’ arrangement; or

« the Group has transferred its rights to receive cash flows from the asset and
either; (i) has transferred substantially all the risks and rewards of the asset;
or (i) has neither transferred nor retained substantially all the risks and
rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from a financial
assel and has neither transferred nor retained substantially all the risks and
rewards of the financial assets nor transfemed control of the financial asset, the
financial asset is recognized to the extent of the Group’s continuing involvement
in the financial asset.

Continuing involvement that takes the form of a guarantee over the transferred
financial asset is measured at the lower of the original carrying amount of the
financial asset and the maximum amount of consideration that the Group could

be required to repay.
(¢) Subsequent Measurement

Loans and receivables are carried at amortized cost using the effective interest
method, less impaimment losses, if any.

AFS investment is subsequently measured at fair value. The effective yield
component of AFS debt securities, as well as the impact of restatement on
foreign currency-denominated AFS debt securities, is reported in profit or loss.
The unrealized gains and losses arising from the fair valuation of AFS
investments are recognized in OCl and are presented as “Fair value reserve” in
the equity section of the consofidated statement of financial position.

(d) Determination of Fair Value

Fair value is determined as the price that would be received to sell an asset or
paid to_transfer a liabffity in an orderly transaction in the principal {or most
advantageous) market at the measurement date under current market conditions
(i.e. an exit price), regardless of whether that price is directly observable or
estimated using another valuation technique. Where appticable, the Group uses
valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant
cbservable input and minimizing the use of uncbservable inputs.

When measuring the fair value of an asset or liability, the Group uses market
observable data as far as possible.

Fair values are categorized into different levels in a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

» Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;

= Level 2 inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (i.e., as prices) or
indirectly (i.e., derived from prices); and
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* Level 3. inputs for the asset or ffability that are not based on observable
market data (unobservable inputs),

if the inputs used to measure the fair value of an asset or fability might be
categorized in different levels of the fair value hierarchy, then the fair value
measurement is categorized in its entirety in the same level of the fair value
hierarchy as the lowest tevel input that is significant to the entire measurement.
The Group recognizes fransfers between levels of the fair value hierarchy at the
end of the reporting pericd during which the change has occurred.

The Group’s AFS investment as at December 31, 2017 and 2016 is based on
Level 1. Further information about the assumption made in measuring the
recurring fair value of AFS investment is included in Note 8f to the consolidated
financial statements.

(e} Impairment

The Group assesses at each financial reporting date whether there is objective
evidence that a financial asset is impaired.

impaimment of trade and other receivables financial assets is described in Note 3
to the consolidated financial statements. For those camied at amortized cost,
individually significant financial assets are tested for impaimment if there are
indicators of impairment. Impaimment loss is recognized in profit or loss and the
carrying amount is reduced through the use of allowance. If, in a subsequent
pericd, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occuming after the impairment was recognized,
the previously recognized impainment loss is reversed.

Impairment loss on AFS financial asset is recognized by reclassifying the loss
accumulated in the fair value reserve to profit or loss. The amount reclassified is
the difference between the acquisition cost (net of any principal repayment and
amortization) and the current fair value, less. any impairment loss previously
recognized in profit or loss. If the fair value of an impaired AFS debt security
instrument subsequently increases and the increase can be related objectively to
an event occurring after the impaiment loss was recegnized, then the
impairment loss is reversed through profit or loss; otherwise it is reversed
through OCI. A

Financial Liabilittes
{a) Classification

The Group classifies its financial liabilities as financial liabilities at FVPL and
other financial liabllities. The Group's financial liabifities are classified as other

financial liabilities.

Other Financial Liabilities : .

These include liabilities that are not classified or designated at FVPL and contain
contract obligations to deliver cash or ancther financial asset to the holder or to
settle the obligation other than the exchange of a fixed amount of cash.

The Group's financial liabilities categorized under other financial liabilities include

interest-bearing loans, accounts payable and accrued expenses, refundable
security deposits and related accrued interest.
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{b) Initial Recognition and Derecognition

Financial liabilities are recognized in the consclidated statement of financial
poszilllilon wthen the Group becomes a party to the contractual provisions of the
instrumen

Financial liabilittes are initially recognized at fair value, less any directly
attributable transaction cost.

A financial liability is derecognized when the obligation under the liability is
discharged, cancefled or has expired. Where an existing financial liability is
replaced by ancther from the same lender on substantiafly different terms, or the
terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the
recognition of a new liability, and the difference in the respective camying
amounts is recognized in profit or loss.

{c) Subsequent Measurement

After initial measurement, other financial liabilities are subsequently measured at
amortized cost using the effective interest method. Amortized cost is calculated
taking into account any discount or premium cn the issue and fees that are an
integral part of the effective interest rate.

Offselting Financial Assets and Liabiliies

Financial assets and liabilities are offset and the net amount is reported in the
consolidated statement of financial position if, and only if, there is a currenlly
enforceable legal right to offset the recognized amounts and there is intention to
settle on a net basis, or to realize the asset and settle the liability simultaneously.
This is not generally the case with master netting agreements, and the related assels
and labilities are presented at gross in the consolidated statement of financial

position.

Inventories
Inventories are stated at the tower of cost and NRV. Cost incurred in bringing the
inventories to thelr present location and condition is calculated using the weighted

average method.

NRV for food and beverage represents the estimated selling price in the ordinary
course of business less the estimated costs to sell. NRV of operating supplies and
engineering and maintenance supplies is the estimated current replacement cost.
Inventories are periodically reviewed and evaluated for cbsolescence. Obsolete
inventories are scrapped or disposed of and the related cosls are charged to
operations.

Prepaid Expenses
Prepaid expenses represent expenses not yet incurred but are already paid. Prepaid

expenses are initiafly recorded as assets and measured at the amount of cash paid.
Subsequent to initial recognition, these are charged to profit or loss as they are
consumed in operations or expire with the passage of time.

Prepaid expenses are classified in the consolidated statement of financlal position as
current assets when the cost of goods or services related to the prepayments are
expected to be incurred within one year or the Group’s nomal operating cycle,
whichever is tonger. Otherwise, they are classified as noncurrent assets. :



o .
Measurement at Initial Recognition

Upon {nltial recogniticn, items of property and equipment are measured at cost which
comprises the purchase price and ail directly attributable costs of bringing the asset
to the location and condition for its intended use.

Measurement Subsequent to Initial Recognition

Property and equipment, except for lsasehold improvements, operating equipment
and construction in progress which are stated at cost, are camied at revalued
amounts, being the fair value at the date of the revaluation less any subsequent
accumulated depreciation and amortization and impairment losses, if any. Fair
values are determined through appraisal by an independent firm of appraisers.
Revaluations are made with sufficient regularity to ensure that the carrying amount
does not differ materially from that which would be determined using fair value at the
end of the reporting period.

The net appraisal surplus resulting from the revaluation is credited to “Revaluation
surplus on property and equipment” account (net of corresponding deferved income
tax effect) shown under the consolidated statement of changes in equity. Any
increase in the revaluation amount is credited to the “Revaluation surplus on property
and equipment’ account uniess it offsets a previous decrease in the vaiue of the
same asset recognized in profit or loss. A decrease in vaiue is recognized in profit or
loss where it exceeds the increase previously recognized in the “Revaluation surplus
on property and equipment” Upon disposal, any related revaluation surplus is
transferred to “Accumulated Deficit” account and is not taken into account in amiving
at the gain or loss on disposal. Also, the amount of revaluation surplus absorbed
through depreciation is being transferred to “Accumulated Deficit” account, net of
deferred tax effect.

All costs, including borrowing costs, which were directly and clearly associated with
the construction of the hotels, were capitalized.

Construction-in-progress, included in property and equipment, represents structures
under construction and is stated at cost. This includes cost of construction and other
direct costs. Construction-in-progress is not depreciated until such time as the
relevant assels are completed and put into operational use.

Operating equipment consisting of chinaware, glassware, silverware and linen are
stated at cost less accumulated amortization and adjustments based on pericdic
inventory methad. Under this method, the recorded costs of operating equipment are
amortized using various rates and adjusted based on periodic inventory count.
Adjustments include the effects of any breakages and damages. The amortization
and adjustments are recognized in profit or loss.

Subsaquent Costs ,

Subsequent costs that can be measured reliably are added to the canrying amount of
the asset when it is probable that future economic benefits associated with the asset
will flow to the Group. The costs of day-to-day servicing of an asset are recognized
as an expense in the pericd in which they are incurved.

Fair Value Measurement

The Group’s propetty and equipment as at December 31, 2017 and 2016 is based
on level 3. Further information about the assumption made in measuring fair value of
propesty and equipment is included in Note 8 to the consolidated financial
statements. :

-47-



Depreciation and Amortization

Depreciation is computed using the straight-ine method over the estimated useful
lives of the assets. Leasehold improvements are amortized over the estimated useful
life of the asset or term of the lease, whichever is shorter.

The estimated useful lives are as follows:

Numbser of Years

Land improvements 5-10
Leasehold improvements Shorter of lease temm

and 10
Hote! buitdings and improvements 15-560
Furniture, fixtures and equipment 3
Operating equipment 3
Transportation equipment 3

The estimated useful lives, as well as the depreciation and amertization methods are
reviewed at each reporting date to ensure that the pericd and methods of
depreciation and amortization are consistent with the expected pattemn of econemic
benefits from those assets.

Fully depreciated and amertized assets are retained in the accounts unt they are no
tonger in use, no further charges for depreciation and amortization are made in
respect of those assets.

When an asset Is disposed of, or is permanently withdrawn from use and no future
economic benefits are expected from its disposal, the cost and related accumulated
depreciation, amortization and impairment losses, if any, are removed from the
accounts and any resulting gain or loss arising from the retirement or disposal is
recagnized in profit or loss.

Impainment of Nonfinancial Assets

The canying amount of the Group’s property and equipment is reviewed at each
reporting date to determine whether there Is any indication of impairment. If such
indication exists, the recoverable amount of the impaired asset is estimated.

An impairment loss is recognized whenever the carrying amount of an asset or its
cash-generating unit (CGU) exceeds its recoverable amount. Impairment losses are -
recognized in profit or loss, unless the asset is carried at revalued amount, in which
case the impaimnent loss Is charged to the revaluation increment of the sald asset.

The recoverable amount is the greater of the asset's fair value less costs of disposal
and value in use (VIU). Fair value less cost of disposal is the price that would be
received to sefl an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, less the costs of disposal. In
assessing VIU, the estimated future cash flows are discounted to their present value
using a pretax discount rate that reflects current market assessments of the ime
value of money and the risks specific to the asset being evaluated. If an asset does
not generate cash inflows that are largely independent of those from other assets,
the recoverable amount is determined for the CGU to which the asset balongs.
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An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impaimment loss is reversed oniy to the extent
that the camying amount of the asset does not exceed the camying amount that
would have been determined, net of depreciation, if no impaiment loss had been
recognized. Reversals of impairments are recognized in profit or loss, unless the
asset is camied at a revalued amount, in which case the reversal is treated as a
revaluation increase.

After such reversal, the depreciation and amortization expense is adjusted in future
years to allocate the asset's revised camrying amount, less any residual value, on a
systemnatic basis over its remaining fife.

Bensfits
Short-term Employee Benefils
Short-term employee benefit obligations, such as those for salaries and wages,
social security contributions, short-term compensated absences, bonuses and
nonmonetary benefits, among others, are measured on an undiscounted basis and
are expensed as the related service is provided.

Defined Benefit Plan

The Group's net obligation in respect of the defined benefit plan is calculated by
estimating the amount of the future benefit that employees have eamed in the
current and prior periods, discounting that amount and deducting the fair value of any

plan assets.

The calculation of DBGC is performed on a periedic basis by a qualified actuary using
the prajected unit credit method. When the calculation results in a potential asset for
the Group, the recognized asset is limited to the present value of economic benefits
available in the form of any future refunds from the plan or reductions in future
contributions to the plan,

Remeasurement of the net defined benefit liability, which comprise actuarial gains
and losses, the retum on plan assets (excluding interest) and the effect of the asset
ceiling (if any, excluding interest), are recegnized immediately in OCI and presented
under “Retirement Benefits Reserve” under equity. The Group determines the net
interest expense or income on the net defined benefit liability or asset for the period
by applying the discount rate used to measure the DBO at the beginning of the
annual period to the net defined benefit liability or asset, taking into_account any
changes in the net defined liability or asset during the period as a result of
contributions and benefit payments. Net interest expense and other expenses related
to the defined benefit plan are recognized in profit or loss.

When the benefits of a pian are changed or when a plan is curtailed, the resulting
change in benefit that retates to past service or the gain or loss on curtailment is
recognized immediately in profit or loss.

The Group recognizes gains and losses on the seitlement of a defined benefit plan
when the setlement occurs. - . -
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Related Parly Relationship

A related party relationship exists when one party has the ability to control, directly or
!ndlrectly. through one or more intermediaries, the other parly or exercise significant
influence over the other party in making financial and operating decisions. Such
relationships also exist between and/or ameng entities which are under common
control with the reporting enterprise, or between, andlor among the reporting
enterprise and its KMP, directors, or its stockho!ders. In considering each possible
related party relationship, attention is directed to the substance of the relationship,
and not merely the legal form.

Leases in which a significant portion of the risks and rewards of ownership is
retained by the Group are classified as operaling leases. Inifial direct costs incurred
in negotiating operating lease are added to the carrying amount of the leased asset
and recognized over the leased term on the same basis as rental income. Rental
income from operating leases is recognized in profit or loss on a straight-line basis
over the term of the lease, except for cancellable leases which are recognized at the
amount collected or collectible based on the contract provision.

ing Lease - asl
Lease In which a significant portion of the risk and rewards of ownership is retained
by the lessor are classified as operating lease. Payments made under non-
cancellable operating leases are recognized in profit or loss on a straight-line basis
over the term of the lease.

E ] Transactions and Translatio

Transactions denominated in foreign currencies are recorded in Philippine peso
based on the exchange rates prevailing at the dates of the transactions. Monetary
assets and liabilites denominated in foreign currencies are translated to Philippine
peso using the rates of exchange prevalling at the reporting date.

Differences arising on settlement or transtation of monetary items are recognized in
profit or loss with the exception of monetary items that are designated as part of the
hedge of the Group's net investment in a foreign operation. These are recognized
under “Foreign currency translation differences for foreign operations” account in
OC| until the net investment is disposed of, at which time, the cumulative amount is
reclassified to profit or loss. Tax charges and credits atiributable to exchange
differences on those monetary items are also recorded in OCI. :

Nonmonetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rates at the dates of the initial
transactions. Nonmanetary items measured at fair vafue in a foreign currency are
translated using the exchange rates at the date when the fair value is determined.

The gain or loss arising on translation of nonmenetary items measured at fair value
is treated in line with the recognition of the gain or loss on the change in fair value of
the item (i.e., translation differences on items whose fair value gain or loss is
recognized in OCI or profit or loss are afso recognized in OCI or-profit or loss,
respectively).

During the translation of the financial statement accounts of the foreign subsidiaries
wherein accounts are being maintained in U.S. dollar, the differences between the
reporting cumency and the functional currency are recorded in OCI.
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The results and financial position of the foreign subsidiaries are translated into
Philippine peso using the following procedures:

» assels and liabilities are translated at the closing rate at reporting date;

= income and expenses are translated at exchange rates at the date of the
transaction; and

« all roi;ysulting exchange differences are recognized as a separate component in
equity.

In axes
Income tax, which comprises current and deferred tax, is recognized in profit or loss
except to the extent that it retates to items recognized directly in equity and in OCI.

Current tax is the expected tax payable for the year, using tax rates enacted at the
reporting date, and any adjustment to tax payable in respect of previous years, if
any.

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax is not recognized for:

s temporary differences on the initial recognition of assets or liabilites in a
transaction that is not a business combination and that affects neither accounting
nor taxable profit or loss;

* temporary differences related to investments in subsidiaries and jointly controlled
entites to the extent that it is probable that they will not reverse in the
foreseeable future; and

s taxahle temporary differences arising on the initial recognition of goodwill.

Deferved tax is measured at the tax rates that are expected to be applied to
temporary differences when they reverse, based on the laws that have been enacted

or substantively enacted at the reporting date.

A deferred tax asset is recognized only to the extent that it is probable that future
taxable profits will be available against which the asset can be utilized. Deferred tax
assets are reduced to the extent that it is no longer probable that the related tax
benefit will be realized. The deferred tax assets are reviewed at each reporting date
and reduced, if appropriate.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax liabifities and assets, and if they relate to income taxes levied by
the same tax authority on the same taxable entity, or on different tax entities, but
they intend to settle current tax liablliies and assets-on a net basis or either tax
assets and liabilities will be realized simultanecusly.

VAT
Revenues, expenses and assets are recognized net of the amount of VAT, except:

= where the tax incurred on a purchase of assets or services is not recoverable

from the taxation authority, in which case the tax is recegnized as part of the cost
of acquisition of the asset or as pant of the expense item as applicable; and
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» receivables and payables that are stated with the amount of tax included.

The net amount of tax recoverable from, or payable to, the taxation authority is
included as part of “Prepaid expenses and other current assets® or "Accounts
pay%ble and accrued expenses” accounts in the consclidated statement of financial
position.

Equity

Capital stock is classified as equity. Incremental costs directly atiributable to the
issuance of capital stock, if any, are recognized as a deduction from equity, net of
any tax effects, if this can be absorbed by the excess of issue cost over par value.
Otherwise, these are recegnized in profit or loss.

Accumulated deficit includes accumulated results of operations as reported in the
consolidated statement of comprehensive income.

EPS

Basic EPS is determined by dividing net income or loss for the year by the weighted
average number of commoen shares subscribed and issued during the year, after
retroactive adjustment for any stock dividend and stock splits declared during the
year. Diluted EPS is computed in the same manner as the aforementioned, except
that all outstanding convertible preferred shares were further assumed to have been
converted to common stock at the beginning of the pericd or at the time of issuance
during the year.

Provisions and Contingencies

A provision is a liability of uncertain timing or amount. It is recognized when the
Group has a legal or constructive obligation as a result of a past event; when it is
probable that an outflow of economic benefits will be required to settle the obtigation
and a reliable estimate can be made. The amount to be recognized as provision shail
be the best estimate of the expenditure required to settle the present obligation at the
end of the reporting pericd.

When it is not probable that an outflow of economic benefits wilt be required, or the
amount cannat be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurence or non-
accurrence of one or more future events, are also digclosed as contingent liabilities
unfess the prabability of outflow of economic benefits is remote.

A contingent asset is a possible asset that arises from past events and whose
existence will be confirmed only by the occurrence or nen-occurrence of one or more
uncertain future events not wholly within the control of the entity.

Contingent assets are not recognized in the consolidated financial statements but
are disclosed when the inflow of econcmic benefits is probable.

Events After the Reporting Pericd : ‘

The Group identifies post year-end events as events that occurred after the reporting
date but before the date when the consclidated financial statements were authorized
for issue. Any post year-end events that provide additional information about the
Group's financial position or performance at the end of a reporting period (adjusting
events) are recognized in the consolidated financial statements. Post year-end
events that are not adjusting events are disclosed in the notes to the consclidated
financial statements when material.
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A number of new standards, amendments and interpretations are effective for annual

peﬁoc!s beginning after January 1, 2017. However, the Group has not applied the

following new or amended standards and interpretations in preparing these

consolidated financial statements. The Group is currently assessing and has yet to

srﬁts;ona';bltg estimate the impact of these, if any, on its consolidated financial
ments.

To be Adopted on January 1, 2018

PFRS 9, Financial instruments (2014). PFRS 9 (2014) replaces PAS 39,
Financial Instruments: Recognition and Measurement and supersedes the
previously published versions of PFRS 9 that introduced new classifications and
measurement requirements (in 2009 and 2010) and a new hedge accounting
model (in 2013). PFRS 9 includes revised guidance on the classification and
measurement of financial assets, including a new expected credit loss medel for
calculating impairment, guidance on own credit risk on financial liabilities
measured at fair value and supplements the new general hedge accounting
requirements published in 2013. PFRS 9 incorporates new hedge accounting
requirements that represent a major overhaul of hedge accounting and
Infroduces significant improvements by afigning the accounting more closely with
risk management. The Parent Company is still completing its assessment of the
impact of PFRS 9 on its consolidated financial statements.

PFRS 15, Revenue from Conlracts with Customers, replaces PAS 11,
Construction Contracis, PAS 18, Revenue, Intemational Financial Reporting
Interpretations Committee (IFRIC) 13, Customer Loyalty Programmes, IFRIC 18,
Transfer of Assets from Customers and Standard Interpretations Committee-31,
Revenue - Barter Transactions Involving Advertising Services. The new standard
introduces a new revenue recognition madel for contracts with customers which
specifies that revenue should be recognized when (or as) a company transfers
control of goods or services to a customer at the amount to which the company
expects to be entitled. Depending on whether certain criteria are met, revenue is
recagnized over time, in a manner that best reflects the company’s performance,
or at a point in time, when control of the gocds or services is transferred to the
customer. The standard does not apply to insurance contracts, financial
instruments or lease contracts, which fall in the scope of cther PFRS. It also
does not apply if two companies in the same line of business exchange non-
monetary assets to facilitate sales to other parties. Furthermore, if a contract with
a customer is partly in the scope of another PFRS, then the guidance on
separation and measurement contained in the other PFRS takes precedence.
The new standard is to be applied retrospectively.

Phitippine Interpretation IFRIC-22, Foreign Currency Transactions and Advance
Consideration. The interpretaticn clarifies that the transaction date to be used for
translation for foreign currency transactions invoiving an advance payment or
receipt is the date on which the entity initially recognizes the prepayment or
deferred income arising from the advance consideration. For transactions
involving multiple payments or receipts, each payment or receipt gives rise to a
separate transaction date. The interpretation applies when an enfity pays or
receives consideration in a foreign cumrency and recognizes a non-monetary
asset or liability before recognizing the related item.
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To be Adopted on January 1, 2019

PFRS 18, Leases, supersedes PAS 17, Leases, and the related Philippine
Interpretations. The new standard introduces a single lease accounting model for
lessees under which ail major leases are recognized on-balance sheet, removing
the lease classification test. Lease accounting for lessors essentially remains
unchanged except for a number of detgils including the application of the new
lease definition, new sale-and-leaseback guidance, new sub-lease guidance and
new disclosure requirements. Practical expedients and targeted reliefs were
introduced including an optional lessee exemption for short-term leases (leases
with a tem of twelve months or less) and low-value items, as well as the
permission of portfolio-level accounting instead of applying the requirements to
individual leases. New estimates and judgmental thresholds that affect the
identification, classification and measurement of lease fransactions, as well as
requirements to reassess cestain key estimates and judgments at each reporting
date were infroduced. The new standard is to be applied retrospectively.

Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments
clarifies how to apply the recognition and measurement requirements in PAS 12,
Income Taxes when there is uncertainty over income tax treatments. Under the
inferpretation, whether the amounts recorded in the consolidated financial
statements will differ to that in the tax retum, and whether the uncertainty is
disclosed or reflected in the measurement, depends on whelher it is probable
that the tax authority will accept the Group's chosen tax treatment. If it is not
probable that the tax authority will accept the Group's chosen tax treatment, the
uncertainty is reflected using the measure that provides the better predicticn of
the resolution of the uncertainty - either the most likely amount or the expected
value. The interpretation also requires the reassessment of judgements and
estimates applied if facts and circumstances change - e.g., as a result of
examination or action by tax authorities, following changes in tax rules or when a
tax autherity’s right to challenge a treatment expires.
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REPORT OF INDEPENDENT AUDITORS
TO ACCOMPANY SUPPLEMENTARY INFORMATION FOR FILING
WITH THE SECURITIES AND EXCHANGE COMMISSION

The Board of Directors and Stockholders

Waterfront Philippines, Incorporated and Subsidiaries
No. 1 Waterfront Drive

Qff Salinas Drive, Lahug

Cebu City, Cebu

We have audited, in accordance with Philippine Standards on Auditing, the consclidated
financial statements of Waterfront Philippines, Incorporated and Subsidiaries
(the Group) as at and for the year ended December 31, 2017, included in this

_Form 17-A, on which we have rendered our report thereon dated April 25, 2018.

Our audit was made for the purpose of forming an opinion on the consolidated financial
statements of the Group taken as a whole. The supplementary information included in
the following accompanying additional components is the responsibility of the Group's

. management.

1. Schedule of Philippine Financial Reporting Standards and Interpretations
{Annex A)

2. Map of Conglomerate (Annex B)

3. Supplementary Schedules of Annex 68-E (Annex C)
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The ahove supplementary information is presented for purposes of complying with the
Securities Regulation Code Rule 68, As Amended, and is not a required part of the
consolidated financial statements. Such supplementary information has been subjected
to the auditing procedures applied in the audit of the consolidated financial statements
and, in our opinion, is fairly stated, in all material respects, in relation to the consolidated
financial statements taken as a whole.

R.G. MANABAT & CO.

TIRESO RANDY F. Lﬁ; 5 E 5

CPA L:cense No. 0092183
SEC Accreditation No. 1472-A, Group A, valid until April 30, 2018
Tax ldentification No. 162-411-175
BIR Accreditation No. 08-001987-34-2017
Issued September 4, 2017; valid untit September 3, 2020
PTR No. 6615138MD
Issued January 3, 2018 at Makati City

April 25, 2018
Makati City, Metro Manila



ANNEX A

WATEFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULE REQUIRED UNDER SECURITIES REGULATION CODE RULE 68,

AS AMENDED

Schedule of Philippine Financial Reporting Standards (PFRS) and Interpretations
Effective as at December 31, 2017

Framework for the Preparation and Presentation of Financial
Statements
Conceptual Framework Phase A: Objectives and qualitative characteristics

PFRSs Practice Statement Management Commentary v
| Philippine Financial Reporting Standards
. PFRS 1 First-time Adoption of Philippine Financial Reporiing 7
| (Revised) | Standards
i Amendments to PFRS 1 and PAS 27: Cost of an Investment .
! in a Subsidiary, Jointly Controlled Entity or Associate
| Amendments to PFRS 1: Additional Exemptions for First-time ‘ v
| Adopters
Amendment to PFRS 1: Limited Exemption from Comparative 4
PFRS 7 Disclosures for First-time Adopters
Amendments to PFRS 1: Severe Hyperinflation and Removal d
of Fixed Date for First-time Adopters ]
| Amendments to PFRS 1: Government Loans v
Annual Improvements to PFRSs 2009 — 2011 Cycle: First- |
time Adoption of Philippine Financial Reporting Standards — v ;
Repeated Application of PFRS 1
Annual Improvements to PFRSs 2008 — 2011 Cycle: J ‘
Borrowing Cost Exemption |
Annual Improvements to PFRSs 2011 — 2013 Cycle: PFRS 7 ‘
version that a first-time adopter can apply
Annual Improvements to PFRSs 2014 — 2016 Cycle: Deletion v
of short-term exemptions for first-time adopters
' PFRS 2 Share-based Payment v
: Amendments to PFRS 2: Vesting Conditions and J
Cancellations
Amendments to PFRS 2: Group Cash-settled Share-based v
Payment Transactions
Annual Improvements to PFRSs 2010 — 2012 Cycle: Meaning 7
of 'vesting condition’
Amendments to PFRS 2: Classification and Measurement of Y,
Share-based Payment Transactions
PFRS3  Business Combinations v
(Ravisea) | Annual Improvements to PFRSs 2010 — 2012 Cycle: v
: Classification and measureament of contingent consideration
| Annual Improvements to PFRSs 2011 — 2013 Cycle: Scope J
- exclusion for the farmation of joint arrangements
PFRS 4 ' Insurance Contracts v/
| Amendments to PAS 38 and PFRS 4: Financial Guarantee v
Contracts 1 |
Amendments to PFRS 4: Applying PFRS 8, Financial | J
Instruments with PFRS 4, Insurance Contracts |

PFRS 5 Non-current Assets Held for Sale and Discontinued




Operatlons

Annual Improvements ta PFRSs 2012 - 2014 Cycle:
Changes in method for disposal

ANNEX A

PFRS &

Exploration for and Evaluation of Mineral Resources

PFRS 7

Financial Instruments: Disclosures

:Amendments lo PFRS 7: Transition

Amendments lo PAS 39 and PFRS 7: Reclassmcatuon of
FlnanmalAssels

Amendmems to PAS 39 and PFRS 7: Reclassfscatmn of
Financial Assets - Effective Date and Transition

Amendments to PFRS 7: Improving Disclosures about
Financial Instruments

Amendments to PFRS 7: Disclosures - Transfers of Financial

Assets

Amendments to PFRS 7: Disclosures — Offsetting Financial
Assets and Financial Liabilities

Amendments to PFRS 7: Mandatory Effective Date of PFRS

9 and Transition Disclosures

Annual Improvements to PFRSs 2012 — 2014 Cycle:
‘Continuing involvement' for servicing contracts

Annual Improvements to PFRSs 2012 - 2014 Cycle
Offsetting disclosures in condensed interim financial
statements

PFRS 8

| Operating Segments

| Annual Improvements to PFRSs 2010 — 2012 Cycle:

Disclosures on the aggregation of operating segments

PFRS 8

Fmanctal Insiruments (2014)

Amendments to PFRS 9: Prepayment Features with Negative
Compensation

PFRS 10

Consolidated Financial Statements

Amendments to PFRS 10, PFRS 11, and PFRS 12:
Caonsolidated Financial Statements, Joint Arrangements and
Disclosure of Interests in Other Entities: Transition Guidance

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011):
Investment Entities

Amendments to PFRS 10 and PAS 28: Sale or Contribution of
- Assets between an Investor and its Associate or Joint Venture

Amendments to PFRS 10, PFRS 12 and PAS 28: Investment
Entities: Applying the Consolidation Exception

PFRS 11

Joint Arrangements

Amendments to PFRS 10, PFRS 11, and PFRS 12
Consolidated Financial Statements, Joint Arrangements and
Disclosure of Interests in Other Entities: Transition Guidance

Amendments to PFRS 11: Accounting for Acquisitions of
Interests in Joint Qperations

PFRS 12

Disclosure of Interests in Other Ennhes

Amendments to PFRS 10, PFRS 11, and PFRS 12;
Consolidated Financial Statements, Joint Arrangements and
Disclosure of Interests in Other Entities: Transition Guidance

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011):
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‘Invesiment Entities

ANNEX A

- Amendments to PFRS 10, PFRS 12 and PAS 28: Investment
 Entities: Applying the Consolidation Exception |

Annual Improvements to PFRSs 2014 - 2016 Cycle: |
Clarification of the scope of the standard

PFRS 13

Fair Value Measurement

Annual Improvements to PFRSs 2010 — 2012 Cycle:
Measurement of short-term receivables and payables

Annual Improvements to PFRSs 2011 — 2013 Cycle: Scope of
portfolio exception

PFRS 14

Regulatory Deferral Accounts

PFRS 15

| Revenue from Contracts with Customers

PFRS 16

| Leases

Philippine Accounting Standards

PAS 1
(Revised)

Presentation of Financial Statements

Amendment to PAS 1: Capital Disclosures |

Amendments to PAS 32 and PAS 1: Puttable Financial
Instruments and Obligations Arising on Liquidation

Amendments to PAS 1: Presentation of Items of Other
Comprehensive Income

Annual Imprevements to PFRSs 2009 ~ 2011 Cycle:
Presentation of Financial Statements — Comparative
Information beyond Minimum Requirements

- Annual Improvements to PFRSs 2009 — 2011 Cycle:
- Presentation of the Opening Statement of Financial Position

and Related Notes

- Amendments to PAS 1: Disclosure Initiative

PAS 2

Inventories

PAS 7

Statement of Cash Flows

Amendments to PAS 7: Disclosure Initiative

PAS 8

Accounting Policies, Changes in Accounting Estimates and
Errors

PAS 10

Events after the ﬁébnning PEfIOCT

SN [SNISES TS

PAS 11

Construction Contracts

PAS 12

Income Taxes

L

! Assets

Amendment to PAS 12: Deferred Tax: Recovery of Underlying |

Amendments to PAS 12: Recognition of Deferred Tax Assets
for Unrealized Losses

Property, Plant and Equipment

Annual Improvements to PFRSs 2009 - 2011 Cycle: Property,
Plant and Equipment - Classification of Servicing Equipment |

Annual Improvements to PFRSs 2010 - 2012 Cycle:
Restatement of accumulated depreciation (amortization) on
revaluation (Amendments to PAS 16 and PAS 38)

Amendments to PAS 16 and PAS 38: Clarification of
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i Acceptable Methods of Depreciation and Amortizaticn

Amendments to PAS 16 and PAS 41: Agriculture: Bearer
Plants

PAS 17

Leases

PAS 18

Revenue

'PAS 19
(Amended)

Employee Benefits

Amendments to PAS 19: Defined Benefit Plans: Employes
Contributions

NSNS

Annual Improvements to PFRSs 2012 — 2014 Cycle: Discount
rate in a regional market sharing the same currency — .9. the
Eurozone

PAS 20

Accounting for Government Grants and Disclosure of
Government Assistance

PAS 21

The Effects of Changes in Foreign Exchange Rates

Amendment: Net Investment in a Foreign Operation

| PAS 23
{Revised)

Borrowing Costs

PAS 24
(Revised)

Related Party Disclosures

Annual Improvements to PFRSs 2010 — 2012 Cycle:
Definition of ‘related party’

PAS 26

Accounting and Reporting by; ﬁéiirement Benefit Plans

PAS 27
(Amended)

Separate Financial Statements

Amendments to PFRS 10, PFRS 12, and PAS 27 (2011):
Investment Entities

Amendments to PAS 27: Equity Methed in Separate Financial
Statements

PAS 28
(Amended)

Invesiments in Associates and Joint Ventures

Amendments to PFRS 10 and PAS 28: Sale or Contribution of
Assets between an Invesior and its Associate or Joint Venture

Amendments to PFRS 10, PFRS 12 and PAS 28 Investment
 Entities: Applying the Consalidation Exception

Annual Improvements to PFRSs 2014 — 2016 Cycle:
Measuring an associate or joint venture at fair value

Amendments to PAS 28: Long-term Interests in Associates
| and Jaint Ventures

PAS 29

} Financial Reporting in Hyperinflationary Economies

PAS 32

Financial Instruments: Disclosure and Presentation

Amendments to PAS 32 and PAS 1: Puftable Financial
Instruments and Obligations Arising on Liquidation

Amendment to PAS 32: Classification of Rights Issues

| Amendments to PAS 32: Offsetting Financial Assets and
Financial Liabilities

| Annual Improvements to PFRSs 2009 — 2011 Cycle: Financial
| Instruments Presentation ~ Income Tax Consequences of
 Distributions

PAS 33

| Earnings per Share

PAS 34

| Interim Financial Reporting




Annual Improvements to PFRSs 2009 — 2011 Cycle: Interim
Financial Reporting — Segment Assels and Liabilities

Annual Improvements to PFRSs 2012 - 2014 Cycle:
Disclosure of information “elsewhere in the interim financial
report’

PAS 36 Impairment of Assets

Amendments to PAS 36: Reé:overabie Amount Disclosures for
Non-Financial Assets

PAS 37 Provisions, Cantingent Liabilities and Contingent Assets

PAS 38 Intangible Assets

Annual Improvements to PFRSs 2010 - 2012 Cycle.
Restatement of accumulated depreciation (amortization) on
ravaluation (Amendments to PAS 16 and PAS 38)

Amendments to PAS 16 and PAS 38: Clarification of
Acceptable Methods of Depreciation and Amortization

|

PAS 39 Financial Instruments. Recognition and Measurement

Financial Assets and Financial Liabilities

Amendments to PAS 39 Transition and Initial Recagnition of |

Amendments to PAS 39: Cash Flow Hedge Accounting of
Forecast Intragroup Transactions

Amendments to PAS 39: The Fair Value Option

Amendments to PAS 39 and PFRS 4. Financial Guarantee
Contracts

Amendments to PAS 39 and PFRS 7' Reclassification of
Financial Assets

| Amendments to PAS 39 and PFRS 7' Reclassification of
| Financial Asseis — Effective Date and Transition

Amendments to Philippine Interpretation IFRIC-8 and PAS
39: Embedded Derivatives

Amendment to PAS 39: Eligible Hedged Items

L I N

Amendment to PAS 39: Novation of Derivatives and
Continuation of Hedge Accounting

%

PAS 40 | Investment Property

| Annual Improvements to PFRSs 20?1 - 2013 Cyc!e_:. ihter-
relationship of PFRS 3 and PAS 40 (Amendment te PAS 40)

Amendments te PAS 40: Transfers of Investment Property

PAS 41  Agriculture

Amendments to PAS 16 and PAS 41: Agriculture: Bearer
Plants

NSNS S S S

Philippine Interpretations

IFRIC 1 Changes in Existing Decommissioning, Restoration and
Similar Liabilities

IFRIC 2 -Members' Share in Co-operaiive' E;tiiies and Similar
Instruments

IFRIC4  Determining Whether an Arrangement Contains a Lease

IFRIC 5 Rights to Interests arising frem Decommissioning, Restoration
and Environmental Rehabilitation Funds

IFRIC 6 Liabilities arising from Participating in a Specific Market -
Waste Electrical and Electronic Equipment

IFRIC 7 Applying the Restatement Approach under PAS 29 Financial

L
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Bty i

Repoerting in Hyperinfiationary Economies
IFRIC 9 Reassessment of Embedded Derivatives v
Amendments to Philippine Interpretation IFRIC-9 and PAS 7 :
39: Embedded Derivatives B
IFRIC 10 Interim Financial Reporting and Impairment v
IFRIC 12 Service Concession Arrangements v
IFRIC 13 | Customer Loyalty Programmes 7 v
IFRIC 14 PAS 19 - The Limit on a Defined Benefit Asset, Minimum J
| Funding Requirements and their Interaction
! ' Amendments to Philippine Interpretations IFRIC- 14, 7
% Prepayments of a Minimum Funding Requirement -
|IFRIC 16  Hedges of a Net Investment in a Foreign Operation | J
IFRIC 17 Distributions of Non-cash Assels to Owners ) ; v
IFRIC 18 Transfers of Assets from Customers , v
IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments ' v N
IFRIC 20 Stripping Costs in the Production Phase of a Surface Mine v
IFRIC 21 Levies v
IFRIC 22 | Foreign Currency Transactions and Advance Consideration
IFRIC 23 Uncertainty over Income Tax Treatmenis v
sic7 Introduction of the Euro I J oo
SIC-10 | Government Assistance - No Specific Relation to Operating v
| | Activities
5510-15 | Operating Leases - Incentives v
SiC-26 Income Taxes - Changes in the Tax Status of an Entity or its f v
Shareholders B .
sic-27 Evaluating the Substance of Transactions Invelving the Legal J ‘
| Form of a Lease | "
'sic-29 Service Cancession Arrangements: Disclosures. _ 7 v |
SIC-31 ' Revenue - Barter Transactions Invelving Advertising Services | i J |
{ i i | |
'slC-32 ' Intangible Assats - Web Site Costs i v |
}Philippine Interpretations Committee Questions and Answers '
%PIC Q&A PAS 18, Appendix, paragraph 9 - Revenue recognition for | | } J _
E2006-01 - sales of property units under pre-completion contracis { |
PIC Q&A PAS 27.10(d) - Clarification of criteria for exemption from s '
2006-02 presenting consolidated financial statements
PIC Q&A PAS 1.103(a) - Basis of preparation of financial statements if |
2007-01- an entity has not applied PFRSs in full | ! v
Revised i
PICQ&A  PAS 20.24.37 and PAS 39.43 - Accounting for government | ? ? v
2007-02 loans with low interest rates [see PIC Q&A No. 2008-02] f | |
PIC Q&A PAS 40.27 - Valuation of bank real and other properties { E ! o
2007-03 acquired (ROPA) - |
PIC Q&A PAS 101.7 — Application of critena for a qualifying NPAE { | v
2007-04 _ _
PIC Q&A PAS 19.78 — Rale used in discounting post-empiocyment ‘: E
2008-01- benefit obligations v
Revised | [
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PIC Q&A PAS 20.43 — Accounting for government loans with low v .
2008-02 interest rates under the amendments to PAS 20 - !
PIC Q&A Framework.23 and PAS 1.23 - Financial statements prepared J
2008-01 on a basis other than going concern
PIC Q&A PAS 39.AG71-72 - Rate used in determining the fair value of J
2009-02 government securities in the Philippines
PIC Q&A PAS 39.AG71-72 — Rate used in determining the fair value of J
2010-01 government securities in the Philippines B - _5
PIC Q&A PAS 1R.16 — Basis of preparation of financial statements .
2010-02 -
PIC Q&A PAS 1 Presentation of Financial Statements — Current/non- J
2010-03 current classification of a callable term loan
PIC Q&A PAS 1.10(f) — Requirements for a Third Statement of J
2011-01 Financial Position
PIC Q&A PFRS 3.2 — Common Control Business Combinations v
2011-02
PIC Q&A Accounting for Inter-company Loans J
2011-03
PIC Q&A PAS 32.37-38 — Costs of Public Offering of Shares J
2011-04
PIC Q&A PFRS 1.D1-D8 ~ Fair Value or Revaluation as Deemed Cost ¥,
2011-05
PIC Q&A PFRS 3, Business Combinations (2008), and PAS 40,
2011-06 Investment Property — Acquisition of Investment properties — v
asset acquisition or business combination?
PIC Q&A PFRS 3.2 — Application of the Pooling of Interests Method for
2012-01 Business Combinations of Entities Under Common Control in v
Consolidated Financial Statements i
PIC Q&A Cost of a New Building Constructed on the Site of a Previous v
2012-02 Building
PIC Q&A Applicability of SMEIG Final Q&As on the Application of IFRS ¥,
2013-01 for SMEs to Philippine SMEs B
PICQ&A  Conforming Changes to PIC Q&As - Cycle 2013 i v ‘
2013-02 !
|PIC Q&A PAS 19 - Accounting for Employee Benefits under a Defined
2013-03 Contribution Plan subject to Requirements of Republic Act v
(Revised) | (RA)7€41, The Philippine Retirement Law
PIC Q&A Conforming Changes to PIC Q&As - Cycle 2015 J
2015-01 E
| PIC Q&A Conforming Changes to PIC Q&As - Cycle 2016 7
2016-01
PIC Q&A PAS 32 and PAS 38 - Accounting Treatment of Club Shares J
2016-02 Held by an Entity
PIC Q&A Application of PFRS 15 “Revenue from Contracts with {
2016-04 Customers” on Sale of Residential Properties under Pre- ")
Completion Contracts
PIC Q&A Conforming Changes to PIC Q&As - Cycle 2017 .
2017-01
PIC Q&A PAS 2 and PAS 16 - Capitalization of operating lease cost as v
2017-02 part of construction costs of a building
PIC Q&A PAS 28 - Elimination of profits and losses resulting from v
1 2017-03 transactions between associates and/or joint ventures
PIC Q3A PAS 24 - Related party relationships between parents, v
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12017-04 subsidiary, associate and non-controlling shareholder
PIC Q&A PFRS 7 - Frequently asked questions on the disclosure
2017-05 requirements of financial instruments under PFRS 7, I v
Financial Instruments: Disclosures
PIC Q&A PAS 2, 16 and 40 - Accounting for Collector’s Items 7
2017-06
PIC Q&A PFRS 10 — Accounting for reciprocal holdings in associates ‘ y,
2017-07 and joint ventures [
PIC Q&A PFRS 10 — Reguirement to prepare consolidated financial
2017-08 statements where an entity disposes of its single investment [ [ v
in a subsidiary, assaociate or joint venture [
PIC Q&A PAS 17 and Philippine Interpretation SIC-15 - Accounting for Y |
2017-09 payments between and among lessors and lessees |
PIC Q&A PAS 40 - Separation of property and classification as | J
2017-10 investment property | |
PIC Q&A PFRS 10 and PAS 32 - Transaction costs incurred to acquire ;
2017-11 autstanding non-controlling interest or to sell non-controlling | v
interest without a loss of control
PIC Q&A Subsequent Treatment of Equity Component Arising from . Y
201712 Intercompany Loans |
PIC Q&A Voluntary changes in accounting palicy i 7
2018-01 B
PIC Q&A Non-controlling interests and goodwill impairment test { N
2018-02
PIC Q&A Fair value of PPE and depreciated replacement cost 7
2018-03 -
PIC Q&A Inability to measure fair value reliably for biclogical assets | ‘ J
2018-04 within the scope of PAS 41
PIC Q&A Maintenance requirement of an asset held under lease ‘ ,
2018-05 i
PIC Q&A Cost of investment in subsidiaries in SFS when pooling is | K,
2018-06 applied j
PIC Q&A Cost of an associate, joint venture, or subsidiary in separate ! WV
2018-07 financial statements
PIC Q&A Accounting for the acquisition of non-wholly owned subsidiary | v
2018-08 that is not a business | | |
PIC Q&A Classification of deposits and progress payments as : | v
2018-09 monetary or non-monetary items
PIC Q&A Scope of disclosure of inventory write-down ‘ | Y ;
2018-10 ‘ ‘ | ‘
Legend:

Adopted - means a particular standard or interpretation is relevant o the operations of the entity (even if it has no affect or no material effect on
the financial stalements), for which there may be a related particular accounting policy made in the financial statements and/or there are current
transactions the amounts or balances of which are disciosed on the face or in the notes of the financial statements.

Not Adopted — means a particular standard or interpretation is effective but the entity did not adopt it due fo either of these two reasons: 1) The
entity has deviated or departed from the requirements of such standard or interpretation; or 2) The standard provides for an option to earty adopt
it but the entity decided otherwise.

Not Applicable — means the standard or interpretation is not relevant at all to the operations of the entity.
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ANNEX B
WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SUPPLEMENTARY SCHEDULE REQUIRED UNDER SRC RULE 68, AS AMENDED
Map of Conglomerate
December 31, 2017
WCCCHI WHMICHI “DIHCI "APHC - BIRDI: . MBI " WFC " WHMC ' WEC
+ ) - ATCH . {8B%). . Eoc I I B . foa%y (oo {100%) . ooy
|
GIMAR
o (HOOR)
LEGEND:
TWGI - The Wellex Group, Inc.
WPi - Waterfront Phifippines, Incorporated
WCCCHI - Waterfront Cebu City Casino Hotel, Incorporated
WMCHI - Waterfront Mactan Casino Hotel, Incorporated
DIHC) - Davao Insular Hotel Company, Inc.
APHC - Acesite (Phils.) Hotel Corporation
CIMAR - CIMA Realty Philippines, Inc.
GIRD! - Grand llocandia Resort and Development, Inc.
WWGI - Waterfront Wellness Group, Inc. (formely W Citigyms & Wellness, Inc.)
WPL - Waterfront Promotions Limited
CwiL - Club Waterfront Internaticnal Limited
MB1 - Mayo Bonanza, Inc.
WFC - Waterfront Food Concepls
WHMC - Waterfront Hotel Management Corp. (formerly Waterfront Management Corporation)

WEC - Waterfront Entertainment Corporation
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
Table of Contents
Supplementary Schedules of Annex 68-E
Required Under Securities Regulations Code Rule 68, As Amended (2011)
Becember 31, 2017
__Page

Financial Assets 2
Amounts Receivable from Directors, Officers, Employees, Related
Parties and Principal Stockhelders {Other than Related Parties) 3
Amounts Receivable from Related Parties which are Eliminated
during the Consolidation of Financial Statements 4
Intangible Assets - Other Assets - (nothing {o report) 5
Long-term Debt ‘ 6
Indebtedness to Related Parties - (nothing to report) 7
Guarantees of Securities of Other lssuers - (nothing to report) 8
Capital Stock ]
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE A - FINANCIAL ASSETS
DECEMBER 31, 2017
(Amounts in thousands)
E Nomberal  ADURSION vt Basadr

Name of Issuing Entity. ription Principal Amount Statements of Market Quotations Income Received

of Each Issue of Bonds and Financial at December 31, and Accrued

Notes Position 2017
Loans and receivables
Due from The Wellex Group, tnc. - P882,189 P882,189 P13,000
Due from Pacific Rehouse Corp. - 541,781 541,781 10,623
Due from Crisanta Realty

Development Corp. - 362,858 362,858 7.465

Due from Philippine Estate Corp. - 104,554 104,554 -

Due from Others - 58,666 58,666 -

Cash on hand - 3,072 3,072 -
Various banks - 355,218 355,218 1,802

Receivables from various

customers - 216,029 216,029 -

Other receivables - 12,332 12,332 -

Notes receivable 195,007 195,007 195,007 -

Refundable deposits - 23,019 23,019 -

Available-for-sale Investment 86,710 15,956 15,855 -
P2,770.680 P2,770,680 P32,980

See Notes 4, 5, 7, 8 and 10 to the Consolidated Financial Statements.
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE B - AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS,
EMPLOYEES, RELATED PARTIES AND PRINCIPAL STOCKHOLDERS (Other than Related Parties)
DECEMBER 31, 2017
{Amounts in thousands)
Name and Balance at
N P Amounts Amounts Balance at end
Designation of beginning of Additions . Current Noncurrent .
Debtor the period collected written off of the period

The Wellex

Group, Inc. P861,550 P46,127 P25,488 P - P832 189 P - P882 189
Pacific

Rehouse

Corp. 531,158 10,623 - - 541,781 - 541,781
Crisanta Realty

Development

__Corp. 347,662 15,186 - - 14,930 347,928 362,858

Philippine

Estate Corp. 92,054 12,500 - - 104,554 - 104,554
Acesite Leisure

Entertainment

Corporation - 185,007 - - 195,007 - 195,007

See Note 8 to the Consolidated Financial Statements.



Name and
Designation of
Debtor

WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Balance at
beginning of the
period

DURING CONSOLDIATION OF FINANCIAL STATEMENTS

Additions

DECEMBER 31, 2017

Amounts
collected

Amounts
written off

Current

AnnexC
Page 4 of 9

SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED

Noncument

Balance at end
of the period

Waterfront
Cebu City
Casino Hotel,
Incorporated

P1,510,820,507

P -

P199,973,327_

P

P1,310,847,180

0
'

P1,310,847,180

Waterfront
Hote!
Management
Corp.

72,040

Mayo
Bonanza, Inc.

343,547

“Waterfront
Wellness
Group, Inc.

165453

Waterfront
Focd

Concepts,

Inc.

166,373

Davao Insular
Hotel
Company,
Inc.

(5,425 ,438)

1,745,863

5,425,438

1,745,863

1,745,863

Acesite
{Phils.) Hotel
Corp.

123,072

123,072
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

SCHEDULE D - INTANGIBLE ASSETS - OTHER ASSETS

DECEMBER 31, 2017
Other
Charged to Charged to charges,
Beginning Additions at cost and other additions Ending
Description balance cost expenses accounts {deductions) Balance
P- P- P- P- P- P-
P- P- P- P- P- P-

Nothing to report




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE E - LONG-TERM DEBT

DECEMBER 31, 2017

Title of Issue and Type of Amount authorized by

Obligation

indenture

Social Securily System Loans
Payable

P375,000,000

Amount shown under
caption “Current portion
of long-term debt” in

related balance sheet

P375,000,000

Annex C
Page 6 of 9

Amount shown under
caption “Long-Term Debt"
in related balance sheet

P-

See Note 13 to the Consolidated Financial Statements.
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE F - INDEBTEDNESS TO RELATED PARTIES
DECEMBER 31, 2017

Name of Affiliates ‘ Balance at beginning of peried Balance at end of period

Nothing to report
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE G - GUARANTEES OF SECURITIES OF OTHER ISSUERS
DECEMBER 31, 2017
Name of iasuing entity of
securities guaranteed by the Title of issue of each Total amount Amount owned by

company for which this class of securities guaranteed and person for which Nature of
statement is filed guaranteed outstanding statement is filed guaraniee

Nothing to report
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE H - CAPITAL STOCK
-DECEMBER 31, 2017
Number of
Number of shares issued Number of Directors,
Shares and Treasury shares held by officers and
Description authorized outstanding Shares affiliates employees Others
Common shares 5,000,000,000 2,498,891,753 - 1,128,466,800 41,790,430 1,328,734,5623

See Note 16 to the Consolidated Financial Statements.
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QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended

March 31, 2018

2. SEC ldentification Number

. AS0948678
3. BIR Tax ldentification No.
DB80003878254NV

4. Exact name of issuer as specified in its charter

WATERFRONT PHILIPPINES, INC.

5. Province, country or other jurisdiction of incorporation or organization

PHILIPPINES

6. Industry Classification Code (SEC Use Only)

7. Address of principal office



NO. 1 WATERFRONT DRIVE, OFF SALINAS DRIVE, LAHUG, CEBU
CITY Postal Code 6000

8. Issuer's telephone number, including area code

032-2326888

-

9. Former name or former address, and former fiscal year, if changed since last
report

NOT APPLICABLE

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4
and 8 of the RSA

Number of Shares of Common Stock Outstanding and Amounnt of Debt-

Tite of Each Class Outstanding

'COMMON SHARES - P1.00

PAR VALUE 2,498,991,753

11. Are any or all of registrant's securities listed on a Stock Exchange?

@ Yes

No

If yes, state the name of such stock exchange and the classes of securities
listed therein:

THE PHILIPPINE STOCK EXCHANGE

12. Indicate by check mark whether the registrant:




{a) has filed all reports required to be filed by Section 17 of the SRC and SRC
Rule 17 thereunder or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder,
and Sections 26 and 141 of the Corporation Code of the Philippines, during the
preceding twelve (12) months (or for such shorter period that the registrant was

required to file such reports)

k= Yes
e No

(b} has been subject to such filing requirements for the past ninety (90) days

e Yes
& No

The Exchange does not warrant and holds no responsibilily for the veracily of the facts and
representations contained in all corporate disclosures, including financial reports. All data
contained herein are prepared and submitied by the disclosing party to the Exchange, and
are disseminated solely for purposes of information. Any questions on the data contained
herein should be addressed directly to the Corporate Information Officer of the disclosing

party.

Waterfront Philippines, Incorporated

PSE Disclosure Form 17-2 - Quarterly Report References: SRC Rule 17

and

Sections 17.2 and 17.8 of the Revised Disclosure Rules

For the period

e ‘March 31, 2018

_Currency (indicate
‘ units, if applicable) PESO

Balance Sheet

Period Ended
March 31, 2018
Current Assets 4,946,985,163
Total Assets 10,843,613,472
| 2,110,788,267

- Gurrent Liabilities

Calendar Year Ended (Audited)
Dec 31, 2017

2,502,900,348
9,352,809,593

1,929,206,522



Total Liabilities

Retained
‘Earnings/(Deficit)

. Stockholders' Equity
Stockholders' Equity - Parent

;Book Value per Share

4,730,080,044
(285,209,723)

6,113,533,428
5,269,556,059

2.11

3,335,294,986

(404,632,514)
6,017,514,607

5,150,133,268

2.06

Income Statement

(Diluted)

Current Year
{3 Months)

;Opgrati_ng Revenue 509,026,988
gqm_erneyenue .. 7,769,084
Gross Revenue 516,796,072
fOperatlng Expense 350,036,628
Other Expense 67,188,197
%Gross Expense 417,224,825
‘Net Income/(Loss) Before 99,571,248
.Tax
élncpme Tax Expense 0.00
‘Net Incomel(Loss) After 99,571,248
‘Tax
;Net Income Attributable to 119,422,790
'Parent Equity Holder
i(EBa;I':::)gs»'(Loss) Per Share 0.048
‘Eamlngsl(Loss) Per Share 0.048

Previous Year
{3 Months)

548,525,311
7,760,328
556,285,639
326,454,290
73,572,293

400,026,583

156,259,056

0.00

156,259,056

140,663,693

0.056

0.056

Current Year-To-Date
509,026,988
7,765,084
516,796,072
350,036,628
67,188,197

417,224,825
99,571,248
0.00

99,571,248

119,422,790

0.048

0.048

Previous Year-To-

Date

548,525,311
7,760,328
556,285,639
326,454,290
73,572,293

400,026,583

156,259,056

0.00

156,259,056

140,663,693

0.056

0.056



Current Year (Trailing 12 months) Previous Year (Trailing 12 months)

Earnings/(Loss) Per Share (Basic) 0.029 0.157
Earnings/{Loss) Per Share
{Diluted) 0.029 0.157
Financial Ratios
Formula Current Year Previous Year
March 31, 2018 March 31, 2017

Liquidity Analysis Ratios:

Current Ratio or Working Curent Assets / Current
Capital Ratio Liabilities 2.34 1.38
(Current Assets - Inventory -
Quick Ratio Prepayments)/ Current
Liabilities 2.29 1.32
Solvency Ratio Taotal Assets / Total Liabilities 2.29 2.89
Financial Leverage Ratios
Debt Ratio Total Debt / Total Assets 0.44 0.35
. . Total Debt / Total
Debt-to-Equity Ratio Stockholders’ Equity 0.77 0.53
Earnings Before Interest and
Interast Coverage Taxes (EBIT) / Interest
Charges 4.59 6.07
. Total Assets / Total
Asset to Equity Ratio Stockholders® Equity 1.77 1.53
Profitability Ratios

Gross Profit Margin Sales - Cost of Goods Sold or

Cost of service/ Sales 0.32 0.41

Net Profit Margin Net Profit / Sales 0.19 0.28

Return on Assets Net Income / Total Assets 0.01 0.02
. Net Income / Total

Return on Equity Stockholders' Equity 0.02 0.03

Price Per Share / Earnings Per

Price / Earnings Ratio Common Share 0.048 0.056



PART [—FINANCIAL INFORMATION

Item 1. Financial Statements.

Please refer 10 Annex A.
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Please refer to Annex B.

PART II—OTHER INFORMATION
NONE
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION Page 1 of 4
As of March 31, 2018
Unaodited Unaudieed Acdited

Mareh 31, 2018 March 31, 2017 December 31, 2017
ASSETS
Current Assets
Cash and cash equivalents S)9035,885 IR9.470.968 345929975
Receivabies - et 361,925,584 380,531,689 228,360,959
Notes receivable 115,142,975 . 195,607,214
Insurance reccivable 921.117.922 - -
Inventorics 28.332.004 21,174,029 33,918,796
Dua froms related panies - currem poftien 1,508,698,980 1.557,170.184 1.602,120,064
Prepaid expenses and other cument assots 74931812 78,190,535 92,563,340
Total Current Assets 3,545,385,163 3
Noocmment Assets
Receivables from Acesite Limited (BVI) - - -
Due from related pantics - noncument partion 347917481 313253414 347927681
Goodwill - - -
Propeny and equipment « net $.416,846,006 6372199167 £,390,497,964
Available-for-sate (AFS) invesiments 15,954,640 16,821,740 15,954,640
Deferred tax assets 56,587,520 17,307,895 64,994,497
Qther noteumcnt assels

Totel Nancarrent Asscls

22335215

LIABILITIES AND EQUITY

Current Liabilitles

Accaunts payzble and sccmued expenses 141,103,179 1,239,42,094 b,468,215,052
Loans payablc - cumrent penion 375,000,000 375,000,000 375.000,000
Income tax payable - 232052 10,613,726
Contrsct payehle - - -
Provisions 71189344 - -
Other current lisbilities NLISSTH 86,123,748 15,372,144
“Fotal Current Liabilizles A 701,097, 1983
Noncurrent Liahiiities

Lotas payable - noncurrer: portion - . - -
Deferred wax liabilities 1,.253,681.944 1328,141.563 1,175,869.230
Retirement benefits liability 120,683,712 87381383 124,481,908
_Ogernmctml lizbitites 1,344,956,121 49,917,196 6537329
Total Notictirrent Lizbilifes 1,619,291, 1,485.461,1 ¥

Total Ligbliitles A TS0,080.040 3,186,539.015 3333.394.350
Equity Attrihutabls to Equity Holders of the Parent Compaay

Capital stock 2498.99,753 1.498,991,753 2.498,991,753
Additional paid-in capital 706,364,357 106,364,257 06,364,357
Revatuation sumplis in property and cquipment 2211102991 2349,524.496 2301108591
Fereign cumrency teanslotion adjustment 51,542,800 41,686,179 52,542,000
Feir value reserve 2083213 2,643,245 206320
Retiretrent beneflis reserve 83,695,458 102,082,569 83,695458
Deficit

Appropristed - -

Unapproprizted (285,209,723) 620,321,974 (484.632.514)
Tois! Equity Atiributable to Equity Holders of the Parent Company 8,169,5856,059 5,081,010,628 5,150,133,268
Nofi-contralting Interest 843,977,369 907,091,295 867.381.339

10.543.603472 9.153.650.936 0352800393

See Notes ta the Coatatidated Fi 2




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page 20fd
As of March 31, 2018
Unzudited Unaudited Audited
March 31, 2018 March 31,2017 December 31, 2007
REVENUES
Hotel 500,760,515.34 542,921,160 2,057,910,622.00
Nonhotel 8266473 5,598.151
Iriterest and other income 7,769,084 7,760,328 47,021,801
516,796,072 556.285,639 2,104,932,423
COSTS AND EXPENSES
Cost of sales
Hote) 339,114,597 316925285 1,805,632,603
Nentiotel 10,922,034 9,529,005 415,150,260
350,035,628 326,454,290 1,420,782,863
166,759,445 229,R31,34% 684,149,560
OTHER EXPENSES (INCOME)
Depreciation and amortization 49,379,447 51,463,327 355307819
Interest expense 17,808,750 22,117,107 60,222,509
Penalties and other charges - N -
Impairment losses, bed debts written off and provisions - - 632,751
Loss on sale on Acesite shares -
Interest income - - (42,276 067
Foreign exchange losses (gains) - net - (8.141) 10,365,853
Others - net - - 714,766
67,188,197 73,572,293 384,967,631
INCOME(LOSS) BEFORE INCOME TAX 99,571,248 156,259,056 299,181,929
INCOME TAX EXPENSE (BENEFIT) - . 100,448,728
NET INCOME (LOSS) 99,571,248 156,259,056 198,733,201
OTHER COMPREHENSIVE INCOME
Appraisal on increase on property ard equipment - - -
Foreign currency translation differences for foreign operations - - 10,855,821
Actuzrial geins on dafined benefit plan - - (36.534.729)
Newchange in fair value of AFS investment - - (367,1000
Deferred wax effect - 10,960,417
- - (15,585.586)
TOTAL COMPREHENSIVE INCOME (LOSS) 99,571,248 156,259,056 183,147,615




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY Page 3 of 4
As of March 31, 2048
Unsudiced l.l'mdil._a_d Acdited

March 31, 3018 Mazch 31, 3017 Decernber 31, 3017
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT COMPANY
Caphiat stoek - 1 par value per gharp 2498591753 2,498.991,753 2498991753
Addiifone) Peld-ta Caplea) 705,364,357
Revalustion Surplas In Property snd Equipmuen:
Balarce 81 beginning of year T2A14,008991 2,349.524.436 3,349,524,4%
Ocher comprehentive intotne - pot of income tex effect - -
Prerecognition of tond keld under finznce lexse due to cequisition of o subsidiary .y
Texnster of revaluasion surpbas obsorbed thrgugh deprociation for the yeat - net of income tsx effoct - 4132415505
Balznte sl od of e LIS TIISTHAR  SINLIGES
Uzrestized Vatustion Gala {Lats) o2 AFS lavertments
Balance 41 beginning of year - . ‘

Valuztion tass taken inta equity during the year

Change in equity awnerchin of nan-cantmiling interest in g subisidiary

B2l at ond of year 3 T

Farelgn Currency Tressiztion Adjustment

Batance at beginning of year S1542000 41486079 41,586,179

Dnder comprchontive igorsic - aet of incosse tua clfect - - 10,855,821

Balspec ot end of year L1000 IrA g STI2000

Deflelt -

Appeapristian for on and business expansion - -

Uuspprpristed

Ratenee atbegining of year HOLRSLY (760,985,567 176095 567

Transfer of revatuation surplus ebsorbod through dep for the year « net of income tax effct . . 138,415,508

Chiage in rctircment benefits coverve - .

Met incame for e year ngazIH 140,661,693 307588

Balence o end of year (RS 10%,120) ¢ G

Toal deficit BEINI0 g T4 I S14)

_ ORaE ] 1)

Falr value seserve, beginalng of the year eaan 1680245 TAL245

Other comprebentive ineonte-net tax ¢ffoct - e 1520012)

Tou fsir vatuo meserve 106,10 T68 138

Resirtment beoaflis rserve, begianing of the year 02695458 102,082,569 102002569

Qe compruhucsies income-oet e ffoc - - (88710

Tou retiremons benclits rescrve T BIASAR 102081555 3693458
o 105356859 T OM0ATS SASOIINIEE




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CASH FLOWS Page 4 of4
As of March 31, 2018
Unaudited Unzudited Audited
March 3§, 2018 March 31, 2007 December 31, 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before income tax 93,511,249 156,259,057 299,181,929
Adjustments for:
Deprecintion and smonizatica 493719447 51,463,317 355307819
Intcrest expense 12.808.750 it 60,222,509
Lass on salc on ecesite shares - . -
Retirement benelit costs (3.798.193) (11,136,502) 21196973
Provisions (TH289.344) + -
Unteatized Foreign exchionge loss (gain) - 41 10855821
Penahtics and other charges . - -
Lass{gain} on disposal of property and aquipment - - .
Impairment logsce - - 632,751
Intcrest incame (7,769.034) . (42,276,067)
Operating incoms bofare working capital changes 61501818 218,694,848 705,121,678
Decrease (inerease) in:
Recsivablos 974,818,308) {65,050.542) 6453437
Inventories 5.586,791 813075 (5.731.692)
Prepaid expenses and other cumment assets 22,631,528 12,212,430 (2.160.375)
Increase (decrense) in:
A payeble and d expenses 127,101,873 118,631,938 49,626,652
Other current lio_;_kilitia (176,868,559) (60,479,564} $10,266.440)
Cash gonerated from operations 513,463,540 124,782,185 738,043,257
Interes reccived 7,769,084 - 1,902,783
Incoms taxes paid (70,613.726) (69,323,570) (176,585,272}
Retirement plan contributions paid - . (21,450,000)
Benafits paid - - (10,317,597
Interest paid {17,808.750) (2L017.100 -
Net cash provided by activities [ ) 3 3071
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of property and equipment 504272511 161,386,356 -
Investment in a subsidiory - - .
Due (rom cedoted partbes (1,303,578,916) (52.326,458) 31.577.221)
Proceeds fram szle of on equity interest in subsidiary - - -
Procesds (ram sale of property 2nd equipment - - (160,776,933)
MNotes Recoivable 79.864.239 - {195,007.214)
[agrease in other noncurens assets 190,463,812 (89.391.550) (2,556.351)
Net cush used in investing activities @55783549) BRI
Forwant
Years Ended Decernber 31
September 30, 2047 March 34, 2017 Degember 31, 2017
CASH FLOWS FROM FINANCING ACTIVITIES
(Inerease)Decrcase in locas payable - .
(Increasc) Deercase in dus from related pantics - - .
Increase (decrease) in other noncument lisbilities 1,217,008,508 32,185.999 140,630)
Pa!E arobﬁgmon under finance lease
Net cash provided by {used in) financing sctivities 1,217,001,506 - 30.630)
INCREASE (DECREASE) $N TRANSLATION ADJUSTMENT FOR THE YEAR
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 193,905911 185,175,815 141,634,822
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 345929975 304,295,153 304,295,153
CASH AND CASH EQUIVALENTS AT END OF YEAR 539,835,886 389.470.968 35919575
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Organization and Status of the Business

Corporate Information
Waterfront Philippines, Incorporated (the Parent Company) was incorporated in the

Philippines and registered with the Philippine Securities and Exchange Commission (SEC) on
September 23, 1994. The Parent Company is 46%-owned by The Wellex Group, Inc. (TWGI), an entity
registered and domiciled in the Philippines, which is listed in the Philippine Stock Exchange (PSE).
The Parent Company holds equity interests in hotels and resorts, a fitness gym, entities engaged in
the international marketing and promotion of casinos, manufacturing of pastries, and hotel
management and operations.

The Parent Company and the following subsidiaries (collectively referred to as the Group) were
incorporated in the Philippines, except for Waterfront Promotion Ltd. (WPL) and Club Waterfront
International Limited (CWIL), which were registered in the Cayman Islands.

Percentage of Ownership
Direct Indirect
Hotels and Resorts
Waterfront Cebu City Casino Hotel, Incorporated
(WCCCHI) 100 -
Waterfront Mactan Casine Hotel, Incorporated (WMCHI) 100 -
Davao Insular Hotel Company, Inc. (DIHCI) 98 -
Acesite (Phils.) Hotel Corporation (APHC) 56 -
Grand llocandia Resort and Development, Inc. (GIRDI) 54 -
Real Estate
CIMA Realty Phil,, Inc. (CIMAR) - 56*
Fitness Gym
Waterfront Wellness Group, Inc. (WWGI) 100 -
International Marketing and Promotion of Casinos
WPL 100 -
Mayo Bonanza, Inc. (MBI} 100 -
CWIL (through direct ownership in WPL) - 100
Waterfront Entertainment Corporation (WEC) 100 -
Pastries Manufacturing
Waterfront Food Concepts Inc. (WFC) 100 -
Hotel Management and Operation
Waterfront Hotel Management Corp. (WHMC) 100 -

Hotels

Waterfront Cebu City Casino Hotel, Inc.

WCCCHI was incorporated on September 23, 1994 to manage and undertake operations of
Waterfront Cebu City Hotel and Casino (WCCHC). WCCCHI achieved a milestone during the year
by opening the doors of WCCHC on January 5, 1998, with 158 guest-rooms which has already grown
to 561 by the last quarter of 1999, six-storey convention center known as the Waterfront Convention
Center , previously known as Cebu International Convention Center and six-storey™ Entertainment
Block. Located in this Entertainment Block is a 1,000-square meter 5-star restaurant, which completes
5
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the Company’s restaurants row. On February 5, 1998, PAGCOR commenced operations at the new

purposely-built casino at the Entertainment Block.

- Waterfront Convention Center-(WCC)

Waterfront Convention Center previously known as Cebu International Convention Center is a six-
storey building, especially-designed to adapt to any event size and purpose, with a total gross area of
40,587 square meters, and has been in operation since January 5, 1998. Major amenities of the center
include ten (11) function rooms and two (2) Grand Ballrooms with a seating capacity of 4,000. WCC is
the only convention and exhibition center of international standard in Cebu City.

- Entertainment Block

The Entertainment block is a six-storey building with a total gross area of 34,938 square meters. It is
comprised of eleven (9) Food and Beverage entertainment outlets, an 11,000 square meters of public
and international gaming area that includes the “Casino Filipino”, and 62 hotel rooms and suites

- Hotel Tower Block

The Hotel Tower block is a 22-storey building with a total gross area of 44,334 square meters. It
consists of a podium, containing the lobby, a food and beverage outlet, a reception, a shopping
arcade, three (3) press function rcoms, and a high rise block of 498 hotel rooms and suites.

The Hotel, with its fairytale-inspired fagade, is conveniently located in the center of Cebu City and is
within easy reach from key business, commercial and shopping districts and is just 30 minutes away
from the Mactan International Airport.

Waterfront Cebu City Hotel & Casino has elegantly designed and well-appointed guest rooms
and suites. The 18th Floor is the Waterfront Ambassador Club with a two floor Club Lounge exclusive
for Ambassador Floor guests. Waterfront Ambassador Club guests enjoy butler service,
complimentary business services and a business boardroom fit for a group of up to 8 people,
equipped with a built-in LCD projector, a roll-up screen, PA and recording system, a local area
network (LAN) and a poly communication system. The 2nd floor lounge is outfitted with 3 computer
stations, where guests can avail of complimentary WIFI access, flat-screen television entertainment,
an array of lifestyle and business magazines as well as newspapers and board games. The hotel offers
a 10,000-square meter convention center, which is the largest convention center in the Visayas and
Mindanao, and is designed to adapt to multiple types of events. The convention center is equipped
with 10 function rooms, 2 executive board rooms, and 2 Grand Ballrooms, each seating 4,000people. It
has played host to a myriad of national as well as regional events, conventions and conferences.

Waterfront Cebu City Hotel and Casino operates 9 F&B outlets, including a hotel coffees shop, a
Japanese restaurant, an Italian restaurant and a poolside snack bar. The hotel has a fully functional
business center paired with flat-screen computers, internet access and private boardrooms.
The newly renovated lobby was inspired based on two main objectives; first, to transform the
existing single dimension grand lobby into a multi-dimensional lifestyle-concept space that will
enhance the guests’ experience when dining and lounging in the lobby; and second, to improve traffic
patterns, through the construction of larger check-in areas and through maximizing the Lobby’s three
entrances. Waterfront Cebu City Hotel and Casino’s massive, high-ceilinged lobby has always been
its principal attraction in fact it is touted as the largest hotel lobby in Visayas-Mindanao area.
Spanning 22 meters wide, 96 meters in long and 35 meters high and crisscrossed by hundreds of
people each day, the hotel’s grand lobby sets the whizzing pulse for the hotel and dictates its overall
ambiance. Apart from improvements to the general structure of the lobby, the Lobby Lounge itself
will offer an all-new dining and lounging experience, with newly-installed glass panels, semi-closing
each side of the lounge. Fully-equipped bar areas have also been installed in the middle of each of the
lounge’s two sections, ensuring diners of more efficient and prompt service. To enhance the overall
guest experience, the hotel has put together additional features such as nightly entertainment from
the «city's top  performers, and  soulful  afterncon  music by  soloists.
Among the hotel’s newest pride comes in the form of delectable treats, introducing Lobby Lounge’s
new service concepts.

Afternoon.Tea
Guests can now relive the splendor and grace of the old English days with the Lobby Lounge’s
Afternoon Tea offering. It is a tea and dessert concept created to give guests a whole new tea

6
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experience by giving emphasis on unique ways to enjoy a cup of tea. Guests can expect an array of
snack choices to complement their tea selection. The Afternoon Tea comes with a choice of Traditional
Afterncon Tea with a Local Twist or Chocolate Temptations. For each selection, guests may opt for
tea, coffee or hot chocolate. Each selection also comes with a variety of snack options to go along with
their choice of beverage.

Wine Dispenser

Guests can now take a sip of Lobby Lounge’s extensive selection of wine. The wine dispenser is an
innovative addition to the wining and dining experience at the hotel. It serves the purpose of
allowing guests to select among an array of bottles, through tasting by the glass. This concept intends
to give guests an opportunity to sample different wines in small amounts before deciding to order a
full glass or bottle. Guests may test wines from the dispenser in three different amounts. This way,
guests can choose the perfect wine fit for their palate. To enjoy the wine dispenser service, guests
must avail of the Wine Card which comes in prepaid or postpaid.

To complement the Hotel's main lobby, a group check-in counter is constructed, dedicated solely to
corporate and travel groups; a larger Duty Free shopping is also provided; and an additional Casino
Filipino gaming space of 2,350 square meters is launched together with it. This will not only enhance
the current lobby, but will also increase operational efficiency and add more exciting features for the
hotel’s customers.

Waterfront Mactan Casino Hotel, Inec.

Waterfront Mactan was incorporated on September 23, 1994 to manage and undertake operations of
Waterfront Mactan Island Hotel and Casino (WMIHC). WMCHI has completed Phase I of Waterfront
Mactan Island Hotel and Casino (WMIHC). It is located right across Mactan-Cebu International
Airport, on a land area of approximately 3.2 hectares. The hotel features 164 rooms and suites, 6 food-
and-beverage and entertainment outlets, with a total built-up area of 38,000 square meters. Equipped
with one of the largest casinos in the Philippines, WMIHC has made Cebu the only city in Southeast
Asia that offers casino facilities to transients while waiting for their flights. For future development is
Phase II, consisting of 200-guest rooms, which will be built depending on the demands of the market.
It has recently improved its rooms by installing fax machines and Internet connections to cater to the
needs of its guests. Additionally, the company has acquired the newest hospitality software in the
industry, the OPERA Property Management System, which is designed to help run the hotel
operations at a greater level of productivity and profitability. This was installed last January 14, 2003.

The hotel is conveniently located in front of the Mactan International and Domestic Airport, just a
three-minute drive to the Industrial Zone, a fifteen-minute drive to the beaches of Mactan Island and
just thirty minutes away from Cebu City’s shopping and financial district.

This year 2016, the property extended the Annex parking to provide more slots for the guests and this
year also marks the 20t anniversary of Waterfront Mactan Casino Hotel, Inc.

Davao Insular Hotel Company, Inc. or Waterfront Insular Hotel Davao, Inc.

Davao Insular Hotel Company Inc. was incorporated in the Philippines on July 3, 1959 to engage in
the operation of hotel and related hotel businesses. The hotel is a 98% owned subsidiary of Waterfront
Philippines, Incorporated and is operating under its trading name Waterfront Insular Hotel Davao.
Waterfront Insular Hotel, the prestigious business hotel in a sprawling garden resort setting, is only
five to ten minutes to the downtown area. Nestled along the picturesque Davao Gulf, its open air
corridors provide a refreshing view of the hotel’s beautifully landscaped tropical garden and the sea.

With a greater area than any other hotel facility in the city, it is unmatched in servicing large business
meetings, conventions, and exhibit groups. The hotel consists of four low-rise buildings of 159 guest
rooms and suites, 5 function rooms and 6 F&B outlets .Every room opens to a lanai overlooking a Iush
garden the blue waters of the Davao Gulf or a scenic coconut grove. Features included in the newly
re-opened hotel are the 5 Gazebos located along the beach area. The hotel is every guest's gateway to
the diverse, colorful and rich cultural heritage of Davao City.

Discover the rich cultural heritage of Davao which stems from the different groups and tribes that
populated the area throughout its history and be astonished of artworks in the hotel lobby where it

7
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showcases pieces of artifacts featuring the various object d’art from the different tribes and historical.

On 2015, the property re-opens its gym with 48 square meters to continuously serve its guests and to
ensure guests satisfaction.

Acesite (Phils.) Hotel Corporation

The principal property of the Company is a 22-storey building known as the Manila Pavilion Hotel
located at the corner of United Nations Avenue and Maria Y. Orosa Street in Ermita, Manila. The
Hotel has 337 guestrooms and suites that have individually controlled central air conditioning,
private bathroom with bathtub and shower, multi-channel radio, color TV with cable channels and
telecommunications facilities. It has 3 function rooms and one of this is Alcuaz which can
accommodate 250-300 guests. The hotel has approximately 2,200 sq. meters of
meeting/banquet/conference facilities, and also houses several restaurants, such as Seasons Café
(coffee shop), the El Rey (bar & lounge) and the Patisserie (bakeshop and deli items). Other guest
services and facilities include a chapel, swimming pool, gym, business center and a valet-service
basement car park. Concessionaires and tenants include beauty salon, foot spa, photography services,
transportation services, travel agency, flower shop and boutiques. In addition, Casino Filipino -
Pavilion, owned and operated by PAGCOR, occupies part of the first, second, third, fourth and fifth
floors (a total of 12,696.17 5q. m.) of the building.

The Company acquired 100% interest of CIMAR, a former subsidiary of Acesite Limited (BVI) or
ALB, in October 2011. In July 2011, The Company and CIMAR executed a Memorandum of
Agreement (MOA), which effectively settle all pending cases and controversies between the two
parties. In fulfillment of all the terms and conditions of the MOA, CIMAR's stockholders including all
their nominees, agreed to sign, sell, transfer and convey all existing shares of stocks of CIMAR to the

Company.

Year 2015, Alcuaz function that can accommodate 250-300 guests was renovated and 111 rooms under
superior room category were opened.

Waterfront Hotel Management Corporation (previously Waterfront Management Corp.)

G-Hotel by Waterfront located in 2090 Roxas Boulevard, Malate Manila on November of 2006 is being
managed by Waterfront Management Corporation. Itis a seven-story building with 10 deluxe suites,
20 deluxe king and 20 deluxe twin rooms which offers a personalized butler service. A boutique hotel
boasting with its trendy Café Noir, pool bar Mirage and an elegant ballrcom, Promenade, added to
the list of must-go places in the busy district of Manila. The black and white concept of its lobby is
distinctly G-Hotel.

On October 01, 2014, the BOD approved the cessation of the Company's business operations.
Consequently, the Company’s activities were confined mainly to the collection of receivables,
settlement of liabilities, and other administrative matters, while maintaining its status as non-
operating entity seeking for other business opportunities.

Mayo Bonanza, Inc.

Mayeo Bonanza, Incorporated (MBI), a 100% owned subsidiary of WPI was incorporated on November
24, 1995 in the Philippines with principal activities in the operation and management of amusement,
entertainment, and recreation businesses. MBI is to extend the gaming business of the Company. Its
primary purpose is to establish, operate, and manage the business of amusement entertainment, and
recreation facilities for the use of the paying public. The Company entered into an agreement with
the Philippine Amusement and Gaming Corporation (PAGCOR) whereby the latter shall operate the
former’s slot machine outside of casinos in line with PAGCOR's slot machine arcade project.

On May 30, 2016. BOD approved the cessation of the Company’s business operations effective July 01,
2016.



17Q-Ist quarter 2018
Waterfront Entertainment Corporation

WPI has successfully established the country’s first ever integrated hotel reservations and booking
system featuring a full-service, round-the-clock, 7 days a week Central Reservation Office. This
service ranges from systems and solutions specializing in the operations hotel framework. It offers
specialize hotel consultancy services to hotel owners, operators, brands, developers, lenders and
investors with the support of hand-picked networks of experts covering all elements of the hotel or
haspitality business within a global perspective.

Waterfront Food Concepts, Inc.

Waterfront Food Concepts, Inc. is a pastry business, catering to pastry requirements of Waterfront
Cebu, Waterfront Mactan and other established coffee shops and food service channels outside the
hotels. The property is located in the lobby level of Waterfront Cebu City Casino Hotel. It has started
its operation on May of 2006. Its pastry products include cakes, cookies and sandwiches. The
subsidiary has already catered most of the renowned coffee shops in the city of Cebu.

Waterfront Wellness Group, Inc.

This new subsidiary is located in the Ground Level of Waterfront Cebu City Casino Hotel occupying
617.53 square meters, WCitigyms and Wellness, Inc. is a fully equipped gym with specialized trainers
and state of the art equipments. The gym offers variety of services from aerobic instructions to belly
dancing, boxing, yoga classes and a lot more. It also has its own nutritionist/ dietician. Its highly
trained therapists perform massage and spa services to guests within the hotel.

Citigym entices the public by opening the newly renovated room-The Citigym Hit Zone. This is
Citigym's “Do It Right” and smart solution to Cebu’s growing interest in high intensity workout
routines.

Grand Hocandia Resort and Development, Inc.

As of March 31, 2000, the Company carried its investments in GIRDI at cost since it intended to
dispose such investment in the near future. In November 2000, GIRDI sold all of its property and
equipment, inclusive of the hotel facilities and related operating assets and the investment in
marketable securities.

Waterfront Promotions Limited/Club Waterfront International Limited

Waterfront Promotion Ltd. was incorporated on March 6, 1995, under and by virtue of the laws of
Cayman Islands to act as the marketing arm for the international marketing and promotion of hotels
and casinos under the trade name of Club Waterfront International Limited (CWIL). It is a wholly
owned subsidiary of Waterfront Philippines, Inc., a domestic company. Under the agreement with
PAGCOR, WPL has been granted the privilege to bring in foreign players under the program in
Waterfront Cebu City Hotel and Grand Ilocandia Resort Development Corp. On the other hand,
CWIL is allowed to bring in foreign players in Waterfront Mactan Hotel. In connection to this, the
company markets and organizes groups of foreign players as participants to the Philippine
Amusement and Gaming Corporation’s (PAGCOR) Foreign Highroller Marketing Program. The
company also entered into agreements with various junket operators to market the casinos for foreign
customers. Under these agreements, the company grants incentive programs to junket operators such
as free hotel expenses, free airfares and rolling commissions.

The company participated in a joint venture with Jin Lin Management Corporation, its sole marketing
agent and co-venturer on September 24, 2001. This joint venture was terminated on April 15, 2002.

The operations for Waterfront Promotions Limited, and likewise for Club Waterfront International
Limited had ceased for the year 2003 in March due to the bleak market.
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Basis of Consolidation
The consolidated financial statements include the accounts of the Parent Company, as well as those of
its subsidiaries enumerated in Note 1 to the consolidated financial statements.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity if and only if, the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. The Group reassesses whether or
not it controls an investee if facts and circumstances indicate that there are changes to one or more of
the three elements of control.

The financial statements of the subsidiaries are prepared for the same reporting pericd as the Parent
Company and are included in the consolidated financial statements from the date when control
commences until the date when control ceases.

The accounting policies of subsidiaries are being aligned with the policies adopted by the Group.
Losses applicable to the NCI in a subsidiary are allacated to the NCI even if doing so causes the NCI
to have a deficit balance.

Segment Reporting

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Group’s other components. All operating results are reviewed regularly by the
Group’s BOD, the chief operating decision maker of the Group, to make decisions about resources to
be allocated to the segment and to assess its performance, and for which discrete financial
information is available.

Segment results that are reported to the Group’s BOD include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly
corporate assets, head office expenses and income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the year to acquire property and
equipment.

The Group’s businesses are operated and organized according to the nature of business provided,
with each segment representing a strategic business unit, namely, the Hotel operations, Marketing
operations and Corporate and Other Operations segments.

The Group’s only reportable geographical segment is the Philippines.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. Income is measured at the fair value of the
consideration received, net of trade discounts, rebates, and other sales taxes or duties. The following
specific criteria must also be met before revenue is recognized:

Rooms
Room revenue is recognized based on actual accupancy.

Food and Beverage
Food and beverage revenue is recognized when orders are served and billed.

Rent and Related income

Rent and related income on leased areas of the Group’s properties is accounted for on a straight-line
basis over the term of the lease, except for cancellable leases which are recognized at amount collected
or collectible based on the contract provision.

Other Revenues
Other revenues are recognized upon execution of service or when earned.

Interest Income
Interest income is recognized as it accrues using the effective interest method.

10



17Q-1st quarter 2018

1. Cash and Cash Equivalents

Cash in banks earn interest at the respective bank deposit rates. Short-term placements earn interest at
annual average of 0.13% to 2.88% in 2017 and 2016 and have average maturities ranging from 30 to 36

days for both years.
2. Receivables
This account consists:
March 2018 March 2017
Trade 138,763,006 176,959,069
Others 244,746,492 145,889,748
383,509,498 322,848,817
Less allowance for doubtful accounts 21,583,914 -22,311,128
Total 361,925,584 300,537,689
3. Inventories
This account consists of:
March 2018 March 2017
Food and Beverage 13,449,833 9,618,500
Operating Supplies 11,056,623 16,411,609
Others 3,825,548 1,343,920
Total 28,332,004 27,374,029
4. Related Party Transactions

In 2018, the Parent Company extended interest-bearing, collateral free advances to TWGI, PRC and
Crisanta Realty at a rate of two percent (2%) per annum. This also inciudes PHES which is due and
demandable.

5. Accounts Payable and Accrued Expenses

This account consists of:
March 2018 March 2017
Trade 9,127,282 543,441,145
Accrued Expenses 1,034,693,409 596,241,732
QOthers 297,292,488 100,059,217
‘Total 1,341,113,179 1,239,742,094
6. Loans Payable
This account consists of:
S$8S Loan

§SS vs WPL. Et al civil case no. Q-04-52629 at regional trial court, Quezon City. On October 28, 1999,
the Parent Company obtained a five-year term loan from SS5 amounting to P375.00 million originally
due on October 29, 2004. The SSS loan bears interest at the prevailing market rate plus 3% or 14.5%
per annum, whichever is higher. Interest is repriced annually and is payable semi-annually. Initial
interest payments are due 180 days from the date of the release of the proceeds of the loan. The
repayment of the principal shall be based on eight (8) semi-annual payments, after a one-year grace
period.

11
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The SSS loan was availed to finance the completion of the facilities of WCCCHI. It was secured by a
first mortgage over parcels of land owned by WII and by the assignment of 200 million common
shares of the Parent Company owned by TWGL. The common shares assigned were placed in escrow
in the possession of an independent custodian mutually agreed upon by both parties.

On August 7, 2003, when the total loan obligation to SSS, including penalties and interest, amounted
to P605.00 million, the Parent Company was considered in default with the payments of the loan
obligations, thus, on the same date, SSS executed a foreclosure proceeding on the mortgaged parcels
of land. The SSS's winning bid on the foreclosure sale amounting to P198.00 million was applied to
penalties and interest amounting to P74.00 million and P124.00 million, respectively. In addition, the
Parent Company accrued penalties charged by 5SS amounting to P30.50 million covering the month
of August until December 2003, and unpaid interest expense of P32.00 million.

The Parent Company, WI and TWGI were given the right to redeem the foreclosed property within
one (1) year from October 17, 2003, the date of registration of the certificate of sale. The Parent
Company recognized the proceeds of the foreclosure sale as its liability to WII and TWGL The Parent
Company, however, agreed with TWGI to offset this directly against its receivable from the latter. In
August 2604, the redemption period for the Parent Company, WII and TWGI expired.

The remaining balance of the SSS loan is secured by the shares of stock of the Parent Company owned
by TWGI and shares of stock of WII numbering 235 million and 80 million shares, respectively.

The Parent Company, at various instances, initiated negotiations with the 5SS for restructuring of the
loan but was not able to conclude a formal restructuring agreement.

On January 13, 2015, the RTC of Quezon City issued a decision declaring null and void the contract of
loan and the related mortgages entered into by the Parent Company with SSS on the ground that the
officers and the SSS are not authorized to enter the subject loan agreement. In the decision, the RTC of
Quezon City directed the Company to return to SSS the principal amount of loan amounting to
P375.00 million and directed the SSS to return to the Company and to its related parties titles and
documents held by SSS as collaterals.

On January 22, 2016, SSS appealed with the CA assailing the RTC of Quezon City decision in favor of
the Parent Company, et al. S5S filed its Appellant's Brief and the Parent Company filed a Motion for
Extension of Time to file Appellee’s Brief until May 16, 2016.

On May 16, 2016, the Parent Company filed its Appellee’s Brief with the CA, furnishing the RTC of ‘
Quezon City and the Office of the Solicitor General with copies. S35 was given a period to reply but it
did not file any.

On September 6, 2016, a resolution for possible settlement was received by the Parent Company from
the CA. However, on February 7, 2017 a Notice to Appear dated December 7, 2016 was received by
the Parent Company from the Philippine Mediation Center Unit - Court of Appeals (PMCU-CA)
directing the Parent Company and SSS to appear in person and without counsel at the PMCU-CA on
January 23, 2017 to choose their mediator and the date of initial mediation conference and to consider
the possibility of settlement. Since the Notice to Appear was belatedly received, the parties were not
able to appear before the PMCU-CA.

On February 27, 2017, a Second Notice to Appear issued by the PMCU-CA directing all parties to
appear on February 27, 2017 at a specified time was received by the Parent Company only on
February 27, 2017 after the specified time of the meeting. The Parent Company failed to appear.
On June 30, 2017, a resolution issued by the CA, resolved to submit the appeal for decision.

As at the report date, there had been no updates on the matter.

12
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7. The earnings (loss) per share is computed as follows:

March 2018 March 2017
Net Income {Loss) 119,422,790 140,663,693
Weighted Average Number of Shares
Outstanding 2,498,991,753 2,498,991,753
Eamings (Loss) per share 0.048 0.056

There are no dilutive potential shares as of March 31, 2018 and 2017.

8. Lease Agreement with Philippine Amusement and Gaming Corporation (“PAGCOR")

The Parent Company, in behalf of WCCCHI and WMCHI, entered into lease agreements with
PAGCOR. The lease agreement of WCCCHI with PAGCOR covered the Main Area (8,123.60 sq.m.),
Slot Machine Expansion Area (883.38 sq.m.), Mezzanine (2,335 sq.m.) and 5th Floor Junket Area (2336
sq.m.) for a total area of 13,677.98 sq.m. which commenced on March 3, 2011 and March 16, 2011, for
the Main Area and Slot Machine Expansion Area, respectively. The lease agreement of WMCHI with
PAGCOR covered the Main Area (4,076.24 sq.m.) and Chip Washing Area (1,076 sq.m.) for a total area
of 5,152.24 sq.m. which was last renewed on March 21, 2011. Both leases expired on August 2, 2016.
Thereafter, PAGCOR paid the WCCCHI and WMCHI rental on a month-to-month basis. The lease
was renewed on February 15, 2018, for a period of 1 year.

APHC also has a lease agreement with PAGCOR covering the Main Area (7,093.05 sq.m.), Expansion
Area A (2,130.36 sq.m.), Expansion Area B (3,069.92 sq.m.) and Air Handling Unit Area (402.84 sq.m.)
for a total lease area of 12,696.17 sq.m. The lease agreement was last renewed on December 1, 2010
and expired on December 31, 2017, As at December 31, 2017, PAGCOR continued to operate a portion
of the lease area on a month-to-month basis while completing its pullout from APHC.

9. Other Lease Agreements

Group as Lessor

Lease Agreements with Concessionaires

WCCCHI, WMCHI, DIHCI and APHC have lease agreements with concessionaires for the
commercial spaces available in their respective hotels. These agreements typically run for a period of
less than one year, renewable upon the mutual agreement of the parties.

Rent revenue recognized as part of “Rent and related income” in profit or loss and amounted to
P56.39 million, P85.29 million and P135.63 million in 2017, 2016 and 2015, respectively.

Group as Lessee

Land under Operating Lease

On September 15, 1994, Waterfront Hotel and Resort Sdn. Bhd. (WHR), a former related party,
executed a lease contract (the Agreement) with Mactan Cebu International Airport Authority
{MCIAA) for the lease of certain parcels of land where the hotels were constructed. On October 14,
1994, WHR assigned its rights and obligations under the MCIAA contracts to WCCCHI and WMCHIL

10, Commitments and Contingencies
The following are the significant commitments and contingencies involving the Group:
a. On November 10, 2008, the Parent Company received a preliminary assessment notice from the BIR

for deficiency taxes for the taxable year 2006. On February 9, 2009, the Parent Company sent a protest
letter to BIR contesting the said assessment. On February 18, 2009, the Regional Office of the BIR sent
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MANAGEMENT DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITIONS AND RESULTS OF OPERATIONS

Below are the results of operations of the Parent Company and its subsidiaries, for the period ending

March 31, 2018 and 2017 together with its financial conditions as of the same period.

RESULTS OF OPERATIONS

March 2018 March 2017
Revenues 516,796,072 556,285,639
Less: Costs and Expenses 350,036,628 326,454,290
Net [n;:me (Loss) Before Fixed Financial and Other 166,759,445 229,831,349
Less: Fixed Financial and Other Charges (Dep’n and 67,188,197 73,572,293
Amort'n, and Interest)
Income (Loss) before Income Tax 99,571,248 156,239,056
Income Tax Expense ( Benefit) 0.00 0.00
Income (Loss) before Share in Minority Interest 99,571,248 156,259,056
Share of Minority Interest -19,851,543 15,595,363
Net Income (Loss) 119,422,790 140,663,693
Earnings (loss) Per share 0.048 0.056
FINANCIAL CONDITION

March 2018 March 2017
Assets
Current assets 4,946,985,163 2,352,743 505
Non-current Assets 5,896,628,309 6,801,917,431
Total Assets 10,843,613,472 9,154,660,936
Liabilities and Stockholders’ Equity
Current Liabilities 2,110,788,267 1,701,097,8%4
Non-current Liabilities 2,619,291,777 1,465,461,122
Total Stockholders’ Equity 5,269,556,059 5,081,010,625
Minority Interest 843,977,369 907,091,295
Total Liabilities and Stockholders’ Equity 10,843,613,472 9,154,660,936
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RESULTS OF OPERATIONS

Period ended March 31, 2018 compared to Period Ended March 31, 2017
Income Statement

Hotels and other subsidiaries gross revenues for the 1st quarter of 2018 and 2017 are Php 516.80
million and Php 556.29 million respectively, decreased by 7% from last year. Consolidated costs and
expenses for all properties increased by 7% as compared from last year.

Seasonality or Cyclicality of Interim Operations
15TQUARTER

The accupancy for the two (2) hotels, WCCCHI and WMCHI, are high during the months of January
and February because of the celebration of the Feast of Sto. Nifio better, renowned as the “Sinulog” as
well as the celebration of the Chinese New Year. Many visitors come to Cebu during this time just to
wilness and participate in the festivities. Sinulog is one of the city’s main pull for tourists as well as
other locals. The celebration of the Chinese New Year also added to the Company’s revenues. As we
all know, the country is full of Chinese nationalities and businessmen and celebrating their New Year
would really be an advantage to the hotels in terms of revenues.

On March 18, 2018, , a fire broke out at the Hotel of Acesite (Phils.) Hotel Inc. damaging several floors,

casinos and restaurants, Operations have been suspended since then. It is expected that operations
will continue after damages are repaired.

TOP FIVE (5) PERFORMANCE INDICATORS

March 2018 March 2017
Occupancy Percentage 78% 79%
Average Room Rates 2,634 2,457
|[Food Covers 306,506 298,854
Average Food Checks 412 381
|Average Food Costs 38% 6%

Occupancy Percentage

The occupancy percentage is down by 1% as compared to st quarter of last year. Occupancy
percentage is computed by dividing the total number of rooms sold over the total number of rooms
available for sale.

Average Room Rate
Average room rate is 7% higher compared as compared from last year. Average room rate is
computed by dividing the net rooms revenue over the total number of rooms sold.

Food Covers
Food covers this quarter increased by 3% compared to the 1st quarter of last year. Food covers
pertains to the number of guests that availed of the restaurants services.

Average Food Check

The average food check or average consumption per guest this quarter increased by 8% compared to
the 1st quarter of last year. Average Food Check is derived by dividing the total food and beverage
revenue by total food covers,

Average Food Cost

The average food costs increased by 2%. Average Food Cost is computed by dividing the total food
and beverage revenue by total food cost.
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a letter to the Parent Company informing the latter that the docket was returned to Revenue District
Office for reinvestigation and further verification.

On December 8, 2009, the Parent Company received BIR's Final Decision on Disputed Assessment for
deficiency taxes for the 2006 taxable year. The final decision of the BIR seeks to collect deficiency
assessments totaling to F'3.30 million. However, on January 15, 2010, the Parent Company appealed
the final decision of the BIR with the Court of Tax Appeals (CTA) on the grounds of lack of legal and
factual bases in the issuance of the assessments.

In its decision promulgated on November 13, 2012, the CTA upheld the expanded withholding tax
(EWT) assessment and cancelled the VAT and compromise penalty assessments. The Parent
Company decided not to contest the EWT assessment. The BIR filed its motion for reconsideration
(MR} on December 4, 2012 and on April 24, 2013, the Court issued its amended decision reinstating
the VAT assessment. The Parent Company filed its MR on the amended decision that was denied by
the CTA in its resolution promulgated on September 13, 2013.

The Parent Company appealed the case to the CTA sitting En Banc on October 21, 2013, The CTA En
Banc decision promulgated on December 4, 2014 affirmed the VAT and EWT assessments. The EWT

assessment was paid on March 3, 2013,

The CTA En Banc decision was appealed to the SC on February 5, 2015 covering the VAT assessment
only. As at December 31, 2017, the Parent Company is still awaiting the SC's decision.

Management and its legal counsels believe that the position of the Parent Company is sustainable,
and accordingly, believe that the Parent Company does not have a present obligation (legal or
constructive} with respect to the assessment.
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Revenues and Earnings per Share
Revenues decreased by 7%, Php 516.80 million for the 1st quarter of 2018 and Php 556.29 million of

the same quarter last year and operating expenses increased by 7%.
GOP at Php 166.76 million in 2018 and Php 229.83 million in 2017.
Earnings per share this quarter is at Php 0.048 while same quarter last year was at Php 0.056.

Fixed Financial and Other Charges
Total fixed financial and other charges, Php 67.19 million, reflecting a significant cost reduction of 9%
from the previous year's PHP 73.57 million.

This account includes the depreciation and interest expense from S55 Loan.
Interest expense this quarter is lowered by 19% or Php 4.31 million.
FINANCIAL CONDITION

Cash and Cash Equivalents
Cash and cash equivalents as of the 1st quarter of this year is at Php 539.84 million higher by
Php 150.36 million from [ast year or 39%.

Receivables
Receivables for the period increased by 20% from Php 300.54 million 1st quarter last
year to Php 361.93 million 1st quarter this year.

Notes Receivable
The Group extended loans to Acesite Leisure and Entertainment Corporation (ALEC) and bear
interest at 4% per annum. The loan is guaranteed by another entity in behalf of ALEC.

Insurance Receivable

On March 18, 2018, a fire broke out at the Hotel of Acesite (Phils.) Hotel Inc. damaging several floors,
casinos and restaurants. Operations have been suspended since then. The Hotel has insurance
coverage to answer for the damages sustained. It is expected that operations will continue after
damages are repaired.

Inventories
Inventory this year showed an increased of 3%..

Due from related parties-current portion
This account increased by 87% from last year’s 1st quarter. This represents interest bearing advances
from TWGI and PRC. PHES and ALEC which are due and demandable.

Due from related parties-noncurrent portion
Crisanta Realty at a rate of two percent (2%) per annum is classified as non-current due in 5 years.

Property, Plant and Equipment
The account reflects a decrease of 15% or Php 935.35 million from last year.

Accounts Payable and Accrued Expenses
This account had increased to 8% or Php 101.37 million from last year.

Loans Payable
The account remains static at Php 375 million. This refers to loan with Social Security System.
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Key Variable and Other Qualitative and Quantitative Factors:

a. Any known Trends, Events or Uncertainties-(material impact on liquidity)-NONE
b. There are no events that will trigger direct or contingent financial obligation that is
material to the company, including any default or acceleration of an obligation.
¢. There are no material off-balance sheet transactions, arrangements, obligations
(including, contingent obligations), and other relationships of the comparty with
unconsolidated entities or other persons created during the reporting period.
d. There are no material commitments for capital expenditures, general purpose of
such commitments, expected sources of funds for such expenditures,
e. From continuing operations, the Company is not exposed to any significant elements of income or
loss except for those already affecting profit or loss.
f. There are no significant elements of income or loss that did not arise from the issuer’s continuing
operations other than those already affecting profit or loss.

Risk Management Structure

The BOD is mainly responsible for the overall risk management approach and for the approval of risk
strategies and principles of the Group. It also has the overall responsibility for the development of
risk strategies, principles, frameworks, policies and limits. It establishes a forum of discussion of the
Group'’s approach to risk issues in order to make relevant decisions.

Risk Management Committee
Risk management committee is responsible for the comprehensive monitoring, evaluation and
analysis of the Group's risks in line with the policies and limits set by the BOD.

Financial Risk Management Objectives and Policies

The Group's principal financial instruments comprise of cash and cash equivalents, receivables, due
from related parties, AFS investment, accounts payable and accrued expenses (except for local taxes
and output VAT, withholding taxes and deferred income), other current liabilities, loans payable, and
other noncurrent liabilities. These financial instruments arise directly from operations.

The main risks arising from the financial instruments of the Group are credit risk, liquidity risk and
market risk. There has been no change to the Group’s exposure to risks or the manner in which it
manages and measures the risks in prior financial year. The Group's management reviews and
approves policies for managing each of these risks.

Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s cash in
banks, receivables and advances to related parties. The Group has established a credit policy under
which each new customer is analyzed individually for creditworthiness before the Group's standard
payment and delivery terms and conditions are offered. The Group's review includes external mting_s.
if they are available, financial statements, credit agency information, industry information, and in
some cases bank references.

The Group limits its exposure to credit risk by establishing credit limits and maximum payment
period for each customer, reviewing outstanding balances to minimize transactions with customers in
industries experiencing particular economic volatility.

With respect to credit risk from other financial assets of the Group, which mainly comprise of due
from related parties, the exposure of the Group to credit risk arises from the default of the
counterparty, with a maximum exposure equal to the carrying amount of these instruments.

There is no other significant concentration of credit risk in the Group.

Liquidity Risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall
due.

The Group monitors and maintains a level of cash deemed adequate by the management to finance
the Group's operation and mitigate the effects of fluctuations in cash flows. Additional short-term

18



* .

17Q-151 quarter 2018
funding is obtained through related party advances and from bank loans, when necessary.

Ultimate responsibility for liquidity risk management rests with the BOD, which has established an
appropriate liquidity risk management framework for the management of the Group’s short, medium
and long-term funding and liquidity management requirements. The Group manages liquidity risk
by maintaining adequate reserves, by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities, For the Group's short-term funding,
the Group’s policy is to ensure that there are sufficient working capital inflows to match repayments
of short-term debt.

Market Risk

Market risk is the risk that the fair value or cash flows of a financial instrument of the Group will
fluctuate due to change in market prices. Market risk reflects interest rate risk, currency risk and other
price risks.

Since the Group’s loan in US. dollar had been fully paid in March 2016, the Group is not anymore
significantly exposed to changes in foreign currency exchange rates.

Interest Rate Risk

Cash flow interest rate risk is the risk that the future cash flow of the financial instruments will
fluctuate because of the changes in market interest rates. Fair value interest rate risk is the risk that
the fair value of a financial instrument will fluctuate due to changes in market interest rates.

The Group's financial instrument that is exposed to interest risk is the interest-bearing funds made
available by the Parent Company to WCCCHI to finance the construction of the Cebu City Hotel
Project. Such funds were substantially sourced from a P375 million loan from S5, as well as the stock
rights offering of the Parent Company. The Parent Company is charging WCCCHI on the related
interests and penalties on the contention that the latter benefited from the proceeds of the SSS loan

Equity Price Risk

Equity price risk is the risk that fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market.

The Group is exposed to equity price risk because of its investment in shares of stock of WII which are
listed in the PSE totaling to 86,710,000 shares as at December 31, 2017 and 2016.

The Group monitors the changes in the price of the shares of stock of WIL In managing its price risk,
the Group disposes of existing or acquires additional shares based on the economic conditions.

Fair Value of Financial Assets and Liabilities

The carrying amount of cash and cash equivalents, receivables, current portion of due from related
parties, accounts payable and accrued expenses and other current liabilities approximate their fair
values due to the short-term maturity of these instruments.

The fair value of interest-bearing due from related parties and loans payable is based on the
discounted value of expected future cash flows using the applicable market rates for similar types of
instruments as of the reporting date, thus, the carrying amount approximates fair value.

The fair value of AFS investment was determined using the closing market price of the investment
listed on the PSE as of December 31, 2017 and 2016.

Capital Management

The primary objective of the Group’s capital management is to ensure its ability to continue as a going
concern and that it maintains a strong credit rating and healthy capital ratios in order to support its
business and maximize shareholder value. Capital is defined as the invested money or invested
purchasing power, the net assets or equity of the entity. The Group’s overall strategy remains
unchanged from 2017 and 2016.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
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shareholders, return capital to shareholders or issue new shares. No changes were made in the
objectives, policies or pracesses in 2017 and 2016. For purposes of the Group's capital management,
capital includes all equity items that are presented in the consolidated statement of changes in equity.

The Group is not subject to externally-impaosed capital requirements.
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

SCHEDULE OF AGING OF ACCOUNTS RECEIVABLE FOR SEC REPORTING

As of Morch 31, 2018

Trade Receivables 0-30 days 31-60 days 61-90 days 91-120 days 121 days over Total
Waterfront Cebu City Casino Hotel Inc. 18,234,066.85 12,949,559.04 2,226,777.82 3,242,433.94 12,103,719.33 48,756,556.98
Waterfront Alrport Hotel and Casino 20,574,460.90 439,532.27 230,469.04 25,825.40 34,320.94 21,304,608.55
Waterfront Insular Hotel Davao 6,082,328.75 1,240,676.87 1,662,359.27 795,341.92 3,671,300.25 13,452,007.06
ManhHa Pavilion Hote! 12,816,751.41 1,068,226.74 232,144.50 254,828.80 11,314,721.87 25,686,673.32
Total §7,707,607.51 15,697,994.92 4,351,750.63 4,318, .06 27,124,062.39 109,199,845.91
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SECURITIES AND EXCHANGE COMMISSIONSsEC
FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period ended

June 30, 2018

2, SEC |dentification Number

AS0948678

3. BIR Tax Identification No.

D80C03978254NV

4, Exact name of issuer as specified in its charter

WATERFRONT PHILIPPINES, INC.

§. Province, country or other jurisdiction of incorporation or crganization

PHILIPPINES

6. Industry Classification Code (SEC Use Only)

—

7. Address of principal office




NO. 1 WATERFRONT DRIVE, OFF SALINAS DRIVE, LAHUG, CEBU
CITY Postal Code 6000

8. Issuer's telephone number, including area code

032-2326888

9. Former name or former address, and former fiscal year, if changed since last
report

NOT APPLICABLE

10. Securities registered pursuant to Sections 8 and 12 of the SRC or Sections 4
and 8 of the RSA

i ;
i o
i Title of Each Class fNumher of Shares of Commog 3::03::3:‘;“““8 aod Amount of Debt

| COMMON SHARES - P1.00 .

11, Are any or all of registrant's securities listed on a Stock Exchange?

E:Yes:
t:I\lo

If yes, state the name of such stock exchange and the classes of securities
listed therein:

THE PHILIPPINE STOCK EXCHANGE

12. Indicate by check mark whether the registrant:




A

(a) has filed all reports required to be filed by Section 17 of the SRC and SRC
Rule 17 thereunder or Sections 11 of the RSA and RSA Rule 11({a)-1 thereunder,
and Sections 26 and 141 of the Corporation Code of the Philippines, during the
preceding twelve (12) months (or for such shorter period that the registrant was

required to file such reports)

& Yes
E No

{b) has been subject to such filing requirements for the past ninety (80) days

e Yes
E N

The Exchange does not warrant and holds no responsibilily for the veracily of the facts and
representations contained in all corporate disclosures, including financial reports. All data
contained herein are prepared and submitted by the disclosing parly fo the Exchange, and
are disseminated solely for purposes of information. Any questions on the dala contained
herein should be addressed directly to the Corporate Information Officer of the disclosing

party.

Waterfront Philippines, Incorporated

PSE Disclosure Form 17-2 - Quarterly Report References: SRC Rule 17

{For the period

and

Sections 17.2 and 17.8 of the Revised Disclosure Rules

.ended j‘June 30, 2018
Currency (Indicate '
units, If appticable) |PESO
Balance Sheet
Period Ended
R June 30, 2018
Curvent Assets . 4,737,514,668
Total Assets 10,603,977,503
1,437,941,560

| Current Liabitities

Catendar Year Ended (Audited)
Dec 31, 2017

2,502,900,348

9,352,809,593

1,929,206,522



Total Liabilitles

Retained
Eamings/{Deficit)

[

Stockholders' Equity

Book Value per Share

Income Statament

Operating Revenue

Other Revenue

Gross Rovenue
H

{Oparating Expense

.

Other Expanse

Gross Expense

Net Income/(Loss) Before

ncome Tax Expense

Nst iIncomel/{Loss) After
Tax

Net Incomae Attributable to -
Parent Equity Holder

Earningsi(Loss) Per Share
(Baslc) ‘

Eamings/(Loss) Per Share
(Dlluted) "

Stockholders’ Equity - Parqn_t.

Current Year
(3 Months)

477,452,321

7,769,083

485,221,404

308,457,008

68,642,075

377,099,083

108,122,320
0.00

108,122,320

113,399,313

0.045

0.045

4,374,552,670
(164,041,324)

6,229,424,833

5,390,724,458

2.16

Provious Year
(3 Months)

445,561,196
7,456,002
453,017,198
296,700,662
56,032,302
352,732,964
109,284,234

0.00

100,284,234

82,191,813

0.033

0.033

3,335,294,986
{404,632,514)
6,017,514,607
_ 5,150,133,268
2.06
Previous Year-To-
Current Year-To-Date Date
986,479,310 994,086,508
15,538,167 15,216,330
1,002,017,477 1,009,302,838
658,493,636 623,154,951
135,830,273 129,604,595
7943,23,908 752,759,546
207,693,569 256,543,292
0.00 0.00
207,693,569 256,543,292
232,822,105 238,450,871
0.093 0.095
0.093 0.095



Earnings/{Loss) Per Share (Basic)

Earnings/(Loss) Per Share
{Blluted)

Financial Ratios

Liguidity Analysis Ratios:

Current Ratio or Working
Capital Ratio

Quick Ratio
Solvency Ratio

Financial Leverage Ratios
Debt Ratio

Debt-to-Equity Ratio
Interest Coverage

Asset to Equity Ratio

Profitability Ratios
Gross Profit Margin

Net Profit Margin
Return on Assels

Return on Equity

Price / Earnings Ratio

Book Value

Current Year (Trailing 12 months)

0.054

0.054

Formula

Current Assets / Current
Liabilities
{Current Assets - Inventory -
Prepayments)/ Current
Llabllities
Total Assets / Total Liabilities

Total Debt/ Total Assets
Total Debt / Total
Stockhalders’ Equity
Earnings Before Interest and
Taxes (EBIT) / Interest
Charges
Total Assets / Total
Stockholders® Equity

Sales - Cost of Goods Soid or
Cost of service/ Sales
Neot Profit / Sales
Net Income / Total Assets
Net Income / Total
Stockholders’ Equity
Price Per Share / Earnings Per
Common Share
Total Commeon Stockholder's

Equity-Parent/No. of Common
Shares

Previous Year (Trailing 12 months)

Current Year

June 30, 2018

3.29

3.22
242
0.41

0.70

2.50

1.70

0.34
o1
0.02
0.03

0.093

2.16

0.129
0.129

Previous Year

June 30, 2017

1.36

1.30
2.88
0.35

0.53

7.55

1.63

0.38
0.25
0.03
0.04

0.095

2.08



PART I—FINANCIAL INFORMATION

Item 1. Financial Statements,

Please refer to Annex A.
ftem 2. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Please refer to Annex B.

PART II—OTHER INFORMATION
NONE

SIGNATURES

Pursuant to the requirements of the Securitics Regulation Code. the issuer has duly
caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

Registrant: Watertront Philippines. Inc.
[ssuer Atty. Arthur R. Ponsaran

Signature and Title ‘7%“‘

Cﬁporate Secretary

Date 08/09/2018

Principal Financial/Accounting Officer/Controller Precilla O. Toriano

Signature and Title / /L' A W

Cmbbliance Officer/Corporate Director of Finance

Date 08/09/2018




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES Annex A

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION Page 1 of §
As of June 30, 2018
Unaudited Unaudited Audited
June 30, 2018 lune 30, 2017 December 31, 2017

ASSETS
Current Asseta
Cash and cash equivalcats 585,065,914 449,126,088 345929975
Receivables « net 211303762 254,794,368 128,360,959
Notes mocivable 129,104,506 - 195,007.214
Insurance receiveble 963,089,200 - -
[uventories 26596328 20,764 819 ) 331.918,796
Date from retated parties - current pasion 1,728 311699 1,614,831,28) 1.602,120,064
Prepaid expenses and other curient assels 81,239,859 85,831,53 97,563,340
Totsl Carrest Assss TR TSI TS
Noncurrent Assets
Receivables fram Acesite Limited (BVI) - . *
Due from related partics « noscurrent portion 347917681 173,253414 341927681
Property and equipment - net 5418,629,892 6,483.358,59) 6,360,497.964
Availshic-forsale (AFS) investments 15954,640 16,821,740 15,954,640
Defemed tax agscts 62,768,808 27,534,120 54,994,497
QOther noncurment assets 20,181,814 21,251,586 30,534,463
“Fota) Noncurrent Assets 8 S5548TE35 CID T GERR00.A3

10,6009 77,503 0e134.873,142 9:333.609,593
LIABILITIES AND EQUITY
Curreat Linhilties
Aceouts payeble and sccrued expentes 744,182,708 1,293,726.020 1.468.215,052
Loans paysble - cment portion 375,000,000 375,000,000 375,000000
Inconte tax payuble - - 10,613,726
Cantract payable - - .
Provisians . 2,468,000 -
Other curreat liabilitics 318,788,852 11,028,813 153771144
“Tatal Curvent Lisbililes A I s S X5 7 3
Noacurrent Liabilitles
Loans payable - noncurrem pontion - . -
Deferred tax liabitities 1,264,167.382 1,320.126,9504 1,215.069,230
Retiremant benstita liability 88,504,819 90,558,386 124,481,905
2tber nencument lighilitics 1,583,538,899 51173433 63531389
Total Noacurvens Liabilitics 23 A TR TAGLASE.TD  TAGR008,468
Tatal Lisbilittes T AIESIEI  L.AR008505 . 3135294986
Eqguity Attributable to Equity Holders of the Parent Company
Capital stock 1,498,991,753 2,498,991,753 2.498.991,153
Additional paid-in capia) WEIS AT 106,364,357 705,353,357
Revaluation surplus in property and equipment 1,211,108.991 2,349,524,49 2.211,108.991
Forcign currency translation adjustment §1,542,000 41,686,179 52542000
Fair vatus reserve 2,063,123 2,683,245 2063223
Retircment bensfits rescrve 83.695.488 102,082,569 R3,695.458
Deficic:

Appropriated - -

Unappropriated (164,041,314) (504,442,375) (404,632.514)
Tete} Equity Attributable to Equlty Holders of the Pareat Company 5,360,724,458 5,196,890,224 5,150,133,268
Non-controlllng tnterest 838,700375 909,588,253 67,381,039

9.3 142 9,

Sev Nota 0 the Conpolidated Fincocie! Smromety.



WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page2of §
For the Quarter Ended June 30, 2018
Unaudited Unaudited Audited
April-Junc 2018 April-fune 2017 Dccember 31, 2017
REVENUES
Hotet 473,546,445 444,248,828 2,057,910,622.00
Nonhoiel 3,905,876 1,312,368
Interest and other income 7,769,083 7,456,002 47,02t 801
485,221,404 453,017,198 2,104,932,423
COSTS AND EXPENSES
Cost of sales
Hota! 300,678,808 291,559,277 1,005,632,603
Nonkotel 7,778,400 5,141,385 415,150,260
308,457,008 296,700,662 1,420,782,863
176,764,3%6 156,316,536 684,149,560
OTHER EXPENSES (INCOME)
Depreciztion and amortization 17119270 48,141,268 355,307,819
Interest expense 41,512,805 7.882,893 60,222,563
Penalties and other charges - - -
Impairment losses, bed debis written off and provisions - - 632,751
Loss on sale on Acesite shares -
Interest income - - (42,276,067)
Forcign exchange losses (gains) - net - 8,141 10,365,453
Others - net - - 714,766
68,642,075 56,032,302 384,967,631t
INCOME(LOSS) BEFORE INCOME TAX 108,122,320 100,284,234 299,181,929
INCOME TAX EXPENSE (BENEFIT) - - 100.448,728
NET INCOME (LOSS) 108,122,320 100,284,234 158,733,201
OTHER COMPREHENSIVE INCOME
Appraisal an inerease on property and equipment - - -
Foreign cusrency translation differences for foreign operations - - 10,855,821
Actuarial gains on defined benefit plan - - (36,534,724)
Net change in fair value of AFS investment - - (867,160}
Reduction of deferred tax liability relating to reveluation surplus .
Deferred tax effect - 10,960,417
- - (15,585,586)
TOTAL COMPREHENSIVE INCOME {LOSS) 108,122,320 100,284,234 183,147,615
EARNINGS PER SHARE - Basic and Diluted 0.045 0.033 0.087

There are co dikative potential sharcs




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES Anniex A

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME Page 3 of 5
As of June 30, 2018
Unaudited Unaudited Audited
Junc 30, 2018 Junc 30, 2017 Decentber 31, 2007
REVENUES
Hotel 974,306,960.65 987,175,989 2,057,910,622.00
Nozhoatel 12,172,350 6910519
Interest and other income 15,538,167 15,216,330 47,021,801
10602017477 1,009,302,838 2,104,932.423
‘COSTS AND EXPENSES
Cost of sales
Hotel 639,793,205 608,484,561 1,005,632.603
Nozhotel 18,700,430 14,670,390 415,150,260
658,493,636 623,154,951 1,420,782,863
343,523 842 386,147,887 684,149,560
OTHER EXPENSES (INCOME)
Depreciation and amorntization 76,508,718 99,604,595 355,307,819
Interest expense 59,321,555 30,000,000 60,222,509
Penalties and other charges - - -
Impainment losses, bad debis written off and provisiens - - 632,751
Loss on sale on Acesite shares -
Interest income - - (42,276,06N)
Forcign exchange losses (gains) - net - - 10,165,853
Others - nat - - 714,765
135,830,273 129,604,595 384,967,631
INCOME(LOSS) BEFORE INCOME, TAX 207,693,569 ) 256,543,292 299,181,929
INCOME TAX EXPENSE (BENEFIT) - - 100,448,728
NET INCOME (LOSS) 207,693,569 256,543,292 198,733,201

OTHER COMPREHENSIVE INCOME
Appraisal o increase on propesty and equipment - - .

Foreign currency translation differences for foreign operations - - 10.855.821

Actuarial gains on defined benefit plan - - (36,534,724)

Net change in fair value of AFS investment - - (867,100)

Redyction of deferred tax libility relating s revaluation surplus -

Deferred tax effect - 10,960,417
. - (15,585,586)

TOTAL COMPREHENSIVE INCOME (LOSS) 207,693,569 256&35292 l835l4156|5

EARNINGS PER SHARE - Bastc and Dituted 0.093 0.095 0.087




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY Page 4 of 5
As of Juse 30, 2018
Usaudited Ungudised Audited
e 30, 2018 Tua 30, 2017 Dcoermbar 31, 3017
"EQUITY ATTRIBUTABLE TO EQUITY HOLOERS OF THE PARENT COMPANY
Capliel stock - P par vakic per shat 145290153 2498.991,753 2490991753
‘Additional Paidn 706,364,357
Revaliation Sorpias i Property end Equlpnent
Balincee 21 beginaing of yesr L20.408991 2349524456 2549
Qther comprehensive incoma « net of incoma tax effect . -
Nesccognition of tand held uader dapnce lease die & noquisiiion of s subsidinry -
Teansder of revalzosion surphus cbusrbiod thruugh depreciation for the yew - act of inorme tex effest - {135.415.505)
Babince ot end ol TINA08991 TIPSR TG00
Usrealized Vatuztion Galo {Lows) o AFS lovestments
Balanca st beginning of year - . .
Vatuation lous teken into equity during the yoar . . .
I equity ipof ofllng totersst i o subsidiary - - -
Batsoco st ond of yer o - e p
Foretgn € > T tation Ad)
Balsnee 21 begizning of yeir $2,542,000 41,685,479 4142519
Cbar o torome - nct of incomae tax effoct - - 10855821
Balaee 4t cud of year SLHLAGE A1,586,( 10 SIIIL000
Defict:
Aﬁﬂnﬂiﬂhfmmﬁmlﬂhﬂmuw - .
Unappropeinted
Balence et begianing of year (404.632.514) (160.988,561) (160938560
Teansfer of eovalustion surplus sbtorbed ihrough depeeeistion (or the yeor - net of income toe effect - - 138415505
Change inreticzment beaelits ceterve - .
Nexintems for the yosr 240591150 25650292 IR LSy PAT]
“Balanco ol cod of year (LK) CHARLID . G
Tow) deficst [(LiE T GAMLIT RIS
ST SOILIAAD SO TIET
Fair vale rescrve, beginzing of the year 10038 1683245 TEDNS
Dy comprehentive income-net iex effect - - (620020
oz feir vatue ceserve FrIAk ] 1585,343 1083 18
Reviremment besefis reserve, begioaing of the yeer D684 02062.569 102,082,589
Orher compechentive incomennet tax effiet - . (E8I87,100)
Totz! extirenacn benelis mserve 0,695458 162082559 WL A
T304 A 2

el L
Toulgg mma&zmam Patent Cacipaay




WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES

Annex A

CONSOLIDATED STATEMENTS OF CASH FLOWS Page Sof §
As of Juns 30, 2018
Unaudited Ussudited Andited
June 30, 2018 Junc 39, 2017 December 31, 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Income before izcome wx 107,693,569 256,543,293 199,181,929
Adjustments for;
Depreciation and amormization 76,508,718 99,604,594 355301819
Intercst cxpense 59,311,855 30,600,000 60,223,509
Loss on salc on acesite shares - - -
Retirement benefit costs 35,577.076) (2.959479) 11,196,913
Provisions . {4,468.009) -
Unreatized foreign exchange loss (gain) - - 10,855,821
Penaltics and other charges - - .
Loss{gain) on disposa] of property and equipment - - -
Imptirment losses - - 632,751
[nterest income - (13,212,615) 142,276,067)
Operuting income before weorking capital changes 07,945,768 360,507,784 705,121,675
Decsease (increase) in:
Receivebles (891,531,695) (19.347.221) 6453437
Inventories 6912468 422 288 (5.731,692)
Prepaid cxpenses and other curment assets 1531,481 4571432 (1.160,375)
Iocrease (dacocase) in:
Accounts paysblc and accrucd cxpenscs (724,062 344) 44,636,871 49,626,652
Other current liabilities (173,271,667 (86,394,629) (10.266.442
Cash goncrated from operations (1458,672,991) 324,396,522 736,043,257
Interest received - (3,212,615 1,901,783
Income taxas paid (70,613,726) {69,555,622) (176.585.210)
Retirement plan cestributions paid . - (21,450,0a0)
Benefits paid - - (10317,597)
Intcrest paid (59,321,5585) (30,000,000} -
Net cash by operating sctivities OS86808.5 238053503 LN
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of propesty and equipment 895359354 2,045,662 -
Invesiment in a subsidiary - - -
Due from related parties {1,126,192,635) (109,987,455) (31.51.221)
Proceeds fram sale of an equity intevest in subsidiary - - -
Procecds from sale of property and equipment - . (160,776,933}
Notes Reecivable 65,500,308 - (195,002,214}
Increase in other noncurrent assets 11,578,339 88,292,635 (2,556,351)
Nemdtummmvuﬁmuﬁvma ( { X (389,817,719)
Forwand
Years Ended December 31
June 30, 2018 June 30, 2017 December 31, 2017
CASH FLOWS FROM FINANCING ACTIVITIES
(Increase)Decrense in loans payable - -
(frereasc) Decrease in dus from related partics . - .
Increase {decreass) in other noncurment Habilities 1,581,098,846 26,406,578 {40,630)
Payrient of obligation under financs loase
Net cash provided by (used in) finsncing sctivitics i T T R T Y T
INCREASE (DECREASE) IN TRANSLATION ADJUSTMENT FOR THE YEAR
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 139,135,939 244,830,938 141,634,822
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 345,929,975 204,295,153 204,295,153
CASH AND CASH EQUIVALENTS AT END OF YEAR 585,065,914 43,116,088 345919975




17Q-20d quarter 2018

WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Organization and Status of the Business

Corporate Information

Waterfront Philippines, Incorporated (the Parent Company) was incorporated in the
Philippines and registered with the Philippine Securities and Exchange Commission (SEC) on
September 23, 1994, The Parent Company is 46%-owned by The Wellex Group, Inc. (TWGI), an entity
registered and domiciled in the Philippines, which is listed in the Philippine Stock Exchange (PSE).
The Parent Company holds equity interests in hotels and resorts, a fitness gym, entities engaged in
the international marketing and promotion of casinos, manufacturing of pastries, and hotel
management and operations.

The Parent Company and the following subsidiaries (collectively referred to as the Group) were
incorporated in the Philippines, except for Waterfront Promotion Ltd. (WPL) and Club Waterfront
International Limited (CWIL), which were registered in the Cayman Islands.

Percentage of Ownership
Direct Indirect
Hotels and Resorts
Waterfront Cebu City Casino Hotel, Incorporated
(WCCCHI) 100 -
Waterfront Mactan Casino Hotel, Incorporated (WMCHI) 100 -
Davao Insular Hotel Company, Inc. (DIHCI) 98 -
Acesite (Phils.) Hotel Corporation (APHC) 56 -
Grand Ilocandia Resort and Development, Inc. (GIRDI) 54 -
Real Estate
CIMA Realty Phil., Inc. (CIMAR) - 56*
Fitness Gym
Waterfront Wellness Group, Inc. (WWGI) 100 -
International Marketing and Promotion of Casinos
WPL 100 -
Mayo Bonanza, Inc. (MBI) 100 -
CWIL (through direct ownership in WPL) - 100
Waterfront Entertainment Corporation (WEC) 100 -
Pastries Manufacturing
Waterfront Food Concepts Inc. (WFC) 100 -
Hotel Management and Operation
Waterfront Hotel Management Corp. (WHMC) 100 -

Hotels

Waterfront Cebu City Casino Hotel, Inc.

WCCCHI was incorporated on September 23, 1994 to manage and undertake operations of
Waterfront Cebu City Hotel and Casino (WCCHC). WCCCHI achieved a milestone during the year
by opening the doors of WCCHC on January 5, 1998, with 158 guest-rooms which has already grown
to 561 by the last quarter of 1999, six-storey convention center known as the Waterfront Convention
Center , previously known as Cebu International Convention Center and six-storey” Entertainment
5Block. Located in this Entertainment Block is a 1,000-square meter 5-star restaurant, which completes



* 17Q-2nd quarter 2018

the Company’s restaurants row. On February 5, 1998, PAGCOR commenced operations at the new
purposely-built casino at the Entertainment Block.

- Waterfront Convention Center-(WCC)

Waterfront Convention Center previously known as Cebu International Convention Center is a six-
storey building, especially-designed to adapt to any event size and purpose, with a total gross area of
40,587 square meters, and has been in operation since January 5, 1998. Major amenities of the center
include ten (11) function rcoms and two (2) Grand Ballrooms with a seating capacity of 4,000. WCC is
the only convention and exhibition center of international standard in Cebu City.

- Entertainment Block

The Entertainment block is a six-storey building with a total gross area of 34,938 square meters. It is
comprised of eleven (9) Food and Beverage entertainment outlets, an 11,000 square meters of public
and international gaming area that includes the “Casino Filipino”, and 62 hotel rooms and suites

- Hotel Tower Block

The Hotel Tower block is a 22-storey building with a total gross area of 44,334 square meters. It
consists of a podium, containing the lobby, a food and beverage outlet, a reception, a shopping
arcade, three (3) press function rocoms, and a high rise block of 498 hotel rooms and suites.

The Hotel, with its fairytale-inspired fagade, is conveniently located in the center of Cebu City and is
within easy reach from key business, commercial and shopping districts and is just 30 minutes away
from the Mactan International Airport.

Waterfront Cebu City Hotel & Casino has elegantly designed and well-appointed guest rooms
and suites. The 18th Floor is the Waterfront Ambassador Club with a two floor Club Lounge exclusive
for Ambassador Floor guests. Waterfront Ambassador Club guests enjoy butler service,
complimentary business services and a business boardroom fit for a group of up to 8 people,
equipped with a built-in LCD projector, a roll-up screen, PA and recording system, a local area
network (LAN) and a poly communication system. The 2nd floor lounge is outfitted with 3 computer
stations, where guests can avail of complimentary WIFI access, flat-screen television entertainment,
an array of lifestyle and business magazines as well as newspapers and board games. The hotel offers
a 10,000-square meter convention center, which is the largest convention center in the Visayas and
Mindanao, and is designed to adapt to multiple types of events. The convention center is equipped
with 10 function rooms, 2 executive board rooms, and 2 Grand Ballrooms, each seating 4,000people. It
has played host to a myriad of national as well as regional events, conventions and conferences.

Waterfront Cebu City Hotel and Casino operates 9 F&B outlets, including a hotel coffees shop, a
Japanese restaurant, an Italian restaurant and a poolside snack bar. The hotel has a fully functional
business center paired with flat-screen computers, internet access and private boardrooms.
The newly renovated lobby was inspired based on two main objectives; first, to transform the
existing single dimension grand lobby into a multi-dimensional lifestyle-concept space that will
erthance the guests’ experience when dining and lounging in the lobby; and second, to improve traffic
patterns, through the construction of larger check-in areas and through maximizing the Lobby's three
entrances. Waterfront Cebu City Hotel and Casino’s massive, high-ceilinged lobby has always been
its principal attraction in fact it is touted as the largest hotel lobby in Visayas-Mindanao area.
Spanning 22 meters wide, 96 meters in long and 35 meters high and crisscrossed by hundreds of
people each day, the hotel’s grand lobby sets the whizzing pulse for the hotel and dictates its overall
ambiance. Apart from improvements to the general structure of the lobby, the Lobby Lounge itself
will offer an all-new dining and lounging experience, with newly-installed glass panels, semi-closing
each side of the lounge. Fully-equipped bar areas have also been installed in the middle of each of the
lounge’s two sections, ensuring diners of more efficient and prompt service. To enhance the overall
guest experience, the hotel has put together additional features such as nightly entertainment from
the city’s top performers, and  soulful afternoon music by  soloists.
Among the hotel’s newest pride comes in the form of delectable treats, introducing Lobby Lounge's
new service concepts.

Afternoon.Tea
Guests can now relive the splendor and grace of the old English days with the Lobby Lounge’s
Afternoon Tea offering. It is a tea and dessert concept created to give guests a whole new tea
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' experience by giving emphasis on unique ways to enjoy a cup of tea. Guests can expect an array of
snack choices to complement their tea selection. The Afternoon Tea comes with a choice of Traditional
Afternoon Tea with a Local Twist or Chocolate Temptations, For each selection, guests may opt for
tea, coffee or hot chocolate. Each selection also comes with a variety of snack options to go along with
their choice of beverage.

Wine Dispenser

Guests can now take a sip of Lobby Lounge’s extensive selection of wine. The wine dispenser is an
innovative addition to the wining and dining experience at the hotel. It serves the purpose of
allowing guests to select among an array of bottles, through tasting by the glass. This concept intends
to give guests an opportunity to sample different wines in small amounts before deciding to ordera
full glass or bottle. Guests may test wines from the dispenser in three different amounts. This way,
guests can choose the perfect wine fit for their palate. To enjoy the wine dispenser service, guests
must avail of the Wine Card which comes in prepaid or postpaid.

To complement the Hotel’s main lobby, a group check-in counter is constructed, dedicated solely to
corporate and travel groups; a larger Duty Free shopping is also provided; and an additional Casino
Filipino gaming space of 2,350 square meters is launched together with it. This will not only enhance
the current lobby, but will also increase operational efficiency and add more exciting features for the
hotel’s customers.

Waterfront Mactan Casino Hotel, Inc.

Waterfront Mactan was incorporated on September 23, 1994 to manage and undertake operations of
Waterfront Mactan Island Hotel and Casino (WMIHC). WMCHI has completed Phase I of Waterfront
Mactan Island Hotel and Casino (WMIHC). It is located right across Mactan-Cebu International
Airport, on a Jand area of approximately 3.2 hectares. The hotel features 164 rooms and suites, 6 food-
and-beverage and entertainment outlets, with a total built-up area of 38,000 square meters. Equipped
with one of the largest casinos in the Philippines, WMIHC has made Cebu the only city in Southeast
Asia that offers casino facilities to transients while waiting for their flights. For future development is
Phase II, consisting of 200-guest rcoms, which will be built depending on the demands of the market.
It has recently improved its rooms by installing fax machines and Internet connections to cater to the
needs of its guests. Additionally, the company has acquired the newest hospitality software in the
industry, the OPERA Property Management System, which is designed to help run the hotel
operations at a greater level of productivity and profitability. This was installed last January 14, 2603.

The hotel is conveniently located in front of the Mactan International and Domestic Airport, just a
three-minute drive to the Industrial Zone, a fifteen-minute drive to the beaches of Mactan Island and
just thirty minutes away from Cebu City’s shopping and financial district.

This year 2016, the property extended the Annex parking to provide more slots for the guests and this
year also marks the 20t anniversary of Waterfront Mactan Casino Hotel, Inc.

Davao Insular Hotel Company, Inc. or Waterfront Insular Hotel Davag, Inc.

Davao Insular Hotel Company Inc. was incorporated in the Philippines on July 3, 1959 to engage in
the operation of hotel and related hotel businesses. The hotel is a 98% owned subsidiary of Waterfront
Philippines, Incorporated and is operating under its trading name Waterfront Insular Hotel Davao.
Waterfront Insular Hotel, the prestigious business hotel in a sprawling garden resort setting, is only
five to ten minutes to the downtown area. Nestled along the picturesque Davao Gulf, its open air
corridors provide a refreshing view of the hotel’s beautifully landscaped tropical garden and the sea.

With a greater area than any other hotel facility in the city, it is unmatched in servicing large business
meetings, conventions, and exhibit groups. The hotel consists of four low-rise buildings of 159 guest
rooms and suites, 5 function rooms and 6 F&B outlets .Every room opens to a lanai overlooking a lush
garden the blue waters of the Davao Gulf or a scenic coconut grove, Features included in the newly
re-opened hotel are the 5 Gazebos located along the beach area. The hotel is every guest’s gateway to
the diverse, colorful and rich cuftural heritage of Davao City.

Discover the rich cultural heritage of Davao which stems from the different groups and tribes that
populated the area throughout its history and be astonished of artworks in the hotel lobby where it
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' showcases pieces of artifacts featuring the various object d'art from the different tribes and historical.

On 2015, the property re-opens its gym with 48 square meters to continuously serve its guests and to
ensure guests satisfaction.

Acesite (Phils.) Hotel Corporation

The principal property of the Company is a 22-storey building known as the Manila Pavilion Hotel
located at the corner of United Nations Avenue and Maria Y. Orosa Street in Ermita, Manila. The
Hotel has 337 guestrooms and suites that have individually controlled central air conditioning,
private bathroom with bathtub and shower, multi-channel radio, color TV with cable channels and
telecommunications facilities. It has 3 function rcoms and one of this is Alcuaz which can
accommodate 250-300 guests. The hotel has approximately 2200 sq. meters of
meeting/banquet/conference facilities, and also houses several restaurants, such as Seasons Café
(coffee shop), the El Rey (bar & lounge) and the Patisserie (bakeshop and deli items). Other guest
services and facilities include a chapel, swimming pool, gym, business center and a valet-service
basement car park. Concessionaires and tenants include beauty salon, foot spa, photography services,
transportation services, travel agency, flower shop and boutiques. In addition, Casino Filipino -
Pavilion, owned and operated by PAGCOR, occupies part of the first, second, third, fourth and fifth
floors (a total of 12,696.17 sq. m.) of the building.

The Company acquired 100% interest of CIMAR, a former subsidiary of Acesite Limited (BVI) or
ALB, in October 2011. In July 2011, The Company and CIMAR executed a Memorandum of
Agreement (MOA), which effectively settle all pending cases and controversies between the two
parties. In fulfillment of all the terms and conditions of the MOA, CIMAR’s stockholders including all
their nominees, agreed to.sign, sell, transfer and convey all existing shares of stocks of CIMAR to the

Company.

Year 2015, Alcuaz function that can accommodate 250-300 guests was renovated and 111 rooms under
superior room category were opened.

Waterfront Hotel Management Corporation (previously Waterfront Management Corp.)

G-Hotel by Waterfront located in 2090 Roxas Boulevard, Malate Manila on November of 2006 is being
managed by Waterfront Management Corporation. It is a seven-story building with 10 deluxe suites,
20 deluxe king and 20 deluxe twin rooms which offers a personalized butler service. A boutique hotel
boasting with its trendy Café Noir, pool bar Mirage and an elegant ballrcom, Promenade, added to
the list of must-go places in the busy district of Manila. The black and white concept of its lobby is
distinctly G-Hotel.

On October 01, 2014, the BOD approved the cessation of the Company’s business operations.
Consequently, the Company’s activities were confined mainly to the collection of receivables,
settlement of liabilities, and other administrative matters, while maintaining its status as non-
operating entity seeking for other business opportunities.

Mayo Bonanza, Inc.

Mayo Bonanza, Incorporated (MBI), a 100% owned subsidiary of WPI was incorporated on November
24, 1995 in the Philippines with principal activities in the operation and management of amusement,
entertainment, and recreation businesses. MBI is to extend the gaming business of the Company. Its
primary purpose is to establish, operate, and manage the business of amusement entertainment, and
recreation facilities for the use of the paying public. The Company entered into an agreement with
the Philippine Amusement and Gaming Corporation (PAGCOR) whereby the latter shall operate the
former’s slot machine outside of casinos in line with PAGCOR's slot machine arcade project. '

gol; May 30, 2016. BOD approved the cessation of the Company’s business operations effective July 01,
6.
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) Waterfront Horizon Corporation (previously Waterfront Entertainment Cotporation)

WPI has successfully established the country’s first ever integrated hotel reservations and booking
system featuring a full-service, round-the-clock, 7 days a week Central Reservation Office. This
service ranges from systems and solutions specializing in the operations hotel framework. It offers
specialize hotel consultancy services to hotel owners, operators, brands, developers, lenders and
investors with the support of hand-picked networks of experts covering all elements of the hotel or
hospitality business within a global perspective.

Waterfront Food Concepts, Inc.

Waterfront Food Concepts, Inc. is a pastry business, catering to pastry requirements of Waterfront
Cebu, Waterfront Mactan and other established coffee shops and food service channels outside the
hotels. The property is located in the lobby level of Waterfront Cebu City Casino Hotel. It has started
its operation on May of 2006. Its pastry products include cakes, cookies and sandwiches. The
subsidiary has already catered most of the renowned coffee shops in the city of Cebu.

Waterfront Wellness Group, Inc.

This subsidiary is located in the Ground Level of Waterfront Cebu City Casino Hotel occupying
617.53 square meters. Previously WCitigyms and Wellness, Inc. is a fully equipped gym with
specialized trainers and state of the art equipments. The gym offers variety of services from aerobic
instructions to belly dancing boxing, yoga classes and a lot more. It also has its own
nutritionist/dietician. Its highly trained therapists perform massage and spa services to guests within
the hotel.

Citigym entices the public by opening -The Citigym Hit Zone. This is Citigym’s “Do It Right” and
smart solution to Cebu’s growing interest in high intensity workout routines.

Grand Hocandia Resort and Development, Inc.

As of March 31, 2000, the Company carried its investments in GIRDI at cost since it intended to
dispese such investment in the near future. In November 2000, GIRDI sold all of its property and
equipment, inclusive of the hotel facilities and related operating assets and the investment in
marketable securities.

Waterfront Promotions Limited/Club Waterfront International Limited

Waterfront Promotion Ltd. was incorporated on March 6, 1995, under and by virtue of the laws of
Cayman Islands to act as the marketing arm for the international marketing and promotion of hotels
and casinos under the trade name of Club Waterfront International Limited (CWIL). It is a wholly
owned subsidiary of Waterfront Philippines, Inc., a domestic company. Under the agreement with
PAGCOR, WPL has been granted the privilege to bring in foreign players under the program in
Waterfront Cebu City Hotel and Grand Ilocandia Resort Development Corp. On the other hand,
CWIL is allowed to bring in foreign players in Waterfront Mactan Hotel. In connection to this, the
company markets and organizes groups of foreign players as participants to the Philippine
Amusement and Gaming Corporation’s (PAGCOR) Foreign Highroller Marketing Program. The
company also entered into agreements with various junket operators to market the casinos for foreign
customers. Under these agreements, the company grants incentive programs to junket operators such
as free hotel expenses, free airfares and rolling commissions.

The company participated in a joint venture with Jin Lin Management Corporation, its sole marketing
agent and co-venturer on September 24, 2001. This joint venture was terminated on April 15, 2002.

The operations for Waterfront Promotions Limited and likewise for Club Waterfront International
Limited had ceased for the year 2003 in March due to the bleak market.
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' Basis of Consolidation
The consolidated financial statements include the accounts of the Parent Company, as well as those of
its subsidiaries enumerated in Note 1 to the consolidated financial statements.

Subsidiaties

Subsidiaries are entities controlled by the Group. The Group controls an entity if and only if, the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the entity. The Group reassesses whether or
not it controls an investee if facts and circumstances indicate that there are changes to one or more of
the three elements of control.

The financial statements of the subsidiaries are prepared for the same reporting period as the Parent
Company and are included in the consolidated financial statements from the date when control
commences untl the date when control ceases.

The accounting policies of subsidiaries are being aligned with the policies adopted by the Group.
Losses applicable to the NCI in a subsidiary are allocated to the NCI even if doing so causes the NCI
to have a deficit balance.

Segment Reporting

An operating segment is a component of the Group that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Group’s other components. All operating results are reviewed regularly by the
Group’s BOD, the chief operating decision maker of the Group, to make decisions about resources to
be allocated to the segment and to assess its performance, and for which discrete financial
information is available.

Segment results that are reported to the Group’s BOD include items directly attributable to a segment
as well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly
corporate assets, head office expenses and income tax assets and liabilities.

Segment capital expenditure is the total cost incurred during the year to acquire property and
equipment.

The Group’s businesses are operated and organized according to the nature of business provided,
with each segment representing a strategic business unit, namely, the Hotel operations, Marketing
operations and Corporate and Other Operations segments.

The Group’s only reportable geographical segment is the Philippines.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. Income is measured at the fair value of the
consideration received, net of trade discounts, rebates, and other sales taxes or duties. The following
specific criteria must also be met before revenue is recognized:

Rooms
Room revenue is recognized based on actuwal occupancy.

Food and Beverage
Feod and beverage revenue is recognized when orders are served and billed.

Rent and Related income

Rent and related income on leased areas of the Group's properties is accounted for on a straight-line
basis over the term of the lease, except for cancellable leases which are recognized at amount collected
or collectible based on the contract provision.

Other Revenues
Other revenues are recognized upon execution of service or when earned.

Interest Income
Interest income is recognized as it accrues using the effective interest method.
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1. Cash and Cash Equivalents

Cash in banks earn interest at the respective bank deposit rates. Short-term placements earn interest at
annual average of 0.13% to 2.88% in 2018 and 2017 and have average maturities ranging from 30 to 35

days for both years.
2. Receivables
This account consists:
June 2018 June 2017
Trade 114,050,644 101,163,108
Others 130,237,032 173,655,600
244,287,676 274,818,708
Less allowance for doubtful accounts -21,583,914 20,024,340
Total 222,703,762 254,794,368
3. Inventories
This account consists of:
June 2018 June 2017
Food and Baverage 14,172,929 15,973,236
Operating Supplies 10,006,308 10,602,084
Others 2,817,091 1,189,499
Total 26,996,328 27,764,819
4. Related Party Transactions

This represents interest bearing advances from TWGI and PRC. Non-interest bearing advances from
PHES, AFS investment and notes receivable wherein the Group extended loans to ALEC {Acesite
Leisure and Entertainment Corporation) at 4% per annum.

5. Accounts Payable and Accrued Expenses

This account consists of:
June 2018 June 2017
Trade 235,864,335 242,826,133
Accrued Expenses 213,002,572 610,554,923
Others 295,285,801 440,347,964
Total 744,152,708 1,293,729,020
6. Loans Payable
This account consists of;
SSS Loan

SSS vs WPL Et al civil case no. Q-04-52629 at regional trial court, Quezon City. On October 28, 1999,
the Parent Company obtained a five-year term loan from SSS amounting to P375.00 million originally
due on October 29, 2004. The SSS loan bears interest at the prevailing market rate plus 3% or 14.5%
per annum, whichever is higher. Interest is repriced annually and is payable semi-annually. Initial
interest payments are due 180 days from the date of the release of the proceeds of the loan. The
;e;aoy:lent of the principal shall be based on eight (8) semi-annual payments, after a one-year grace

The $SS loan was availed to finance the completion of the facilities of WCCCHI. It was secured by a
first mortgage over parcels of land owned by WII and by the assignment of 200 million common
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shares of the Parent Company owned by TWGL The common shares assigned were placed in escrow
in the possession of an independent custodian mutually agreed upon by both parties.

On August 7, 2003, when the total loan obligation to SSS, including penalties and interest, amounted
to P605.00 million, the Parent Company was considered in default with the payments of the loan
obligations, thus, on the same date, SSS executed a foreclosure proceeding on the mortgaged parcels
of land. The SSS's winning bid on the foreclosure sale amounting to P198.00 million was applied to
penaities and interest amounting to P74.00 million and P124.00 million, respectively. In addition, the
Parent Company accrued penalties charged by SSS amounting to P30.50 million covering the month
of August until December 2003, and unpaid interest expense of P32.00 million.

The Parent Company, WII and TWGI were given the right to redeem the foreclosed property within
one (1) year from October 17, 2003, the date of registration of the certificate of sale. The Parent
Company recognized the proceeds of the foreclosure sale as its lability to WII and TWGI. The Parent
Company, however, agreed with TWGI to offset this directly against its receivable from the latter. In
August 2004, the redemption period for the Parent Company, WII and TWGI expired.

The remaining balance of the SSS loan is secured by the shares of stock of the Parent Company owned
by TWGI and shares of stock of WH numbering 235 million and 80 million shares, respectively.

The Parent Company, at various instances, initiated negotiations with the SSS for restructuring of the
Ioan but was not able to conclude a formal restructuring agreement.

On January 13, 2015, the RTC of Quezon City issued a decision declaring null and void the contract of
loan and the related mortgages entered into by the Parent Company with SSS on the ground that the
officers and the SSS are not authorized to enter the subject loan agreement. In the decision, the RTC of
Quezon City directed the Company to return to S5S the principal amount of loan amounting to
P375.00 million and directed the SSS to return to the Company and to its related parties titles and
documents held by SSS as collaterals.

On January 22, 2016, SSS appealed with the CA assailing the RTC of Quezon City decision in favor of
the Parent Company, et al. SSS filed its Appellant's Brief and the Parent Company filed a Motion for
Extension of Time to file Appellee’s Brief until May 16, 2016.

On May 16, 2016, the Parent Company filed its Appellee’s Brief with the CA, furnishing the RTC of
Quezon City and the Office of the Solicitor General with copies. SSS was given a period to reply but it
did not file any.

On September 6, 2016, a resolution for possible settlement was received by the Parent Company from
the CA. However, on February 7, 2017 a Notice to Appear dated December 7, 2016 was received by
the Parent Company from the Philippine Mediation Center Unit - Court of Appeals (PMCU-CA)
directing the Parent Company and SSS to appear in person and without counsel at the PMCU-CA on
January 23, 2017 to choose their mediator and the date of initial mediation conference and to consider
the possibility of settlement. Since the Notice to Appsar was belatedly received, the parties were not
able to appear before the PMCU-CA.

On February 27, 2017, a Second Notice to Appear issued by the PMCU-CA directing all parties to
appear on February 27, 2017 at-a specified time was received by the Parent Company only on
February 27, 2017 after the specified time of the meeting. The Parent Company failed to appear.
On June 30, 2017, a resolution issued by the CA, resolved to submit the appeal for decision.

As at the report date, there had been no updates on the matter.
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7. The earnings (loss) per share is computed as follows:

June 2018 June 2017
Net Income (Loss) 232,822,105 238,450,871
Weighted Average Number of Shares
Outstanding 2,498,991,753 2,498,991,753
Earnings (Loss) per share 0.093 0.095

There are no dilutive potential shares as of June 30, 2018 and 2017.

8. Lease Agreement with Philippine Amusement and Gaming Corporation (“PAGCOR’)

The Parent Company, in behalf of WCCCHI and WMCHI, entered into lease agreements with
PAGCOR. The lease agreement of WCCCHI with PAGCOR covered the Main Area (8,123.60 sq.m.),
Slot Machine Expansion Area (883.38 sq.m.), Mezzanine (2,335 sq.m.) and 5th Floor Junket Area (2,336
sq.m.) for a total area of 13,677.98 sq.m. which commenced on March 3, 2011 and March 16, 2011, for
the Main Area and Slot Machine Expansion Area, respectively. The lease agreement of WMCHI with
PAGCOR covered the Main Area (4,076.24 sq.m.) and Chip Washing Area (1,076 sq.m.) for a total area
of 5,152.24 sq.m. which was last renewed on March 21, 2011. Both leases expired on August 2, 2016.
Thereafter, PAGCOR paid the WCCCHI and WMCHI rental on a month-to-month basis. The lease
was renewed on February 15, 2018, for a period of 1 year.

APHC also has a lease agreement with PAGCOR covering the Main Area (7,093.05 sq.m.), Expansion
Area A (2,130.36 sq.m.), Expansion Area B (3,069.92 sq.m.) and Air Handling Unit Area (402.84 sq.m.)
for a total lease area of 12,696.17 sq.m. The lease agreement was last renewed on December 1, 2010
and expired on December 31, 2017. As at December 31, 2017, PAGCOR continued to operate a portion
of the lease area on a month-to-month basis while completing its pullout from APHC.

9, Other Lease Agreements

Group as Lessor

Lease Agreements with Concessionaires

WCCCHI, WMCHI and DIHCT have lease agreements with concessionaires for the commercial
spaces available in their respective hotels. These agreements typically run for a period of less than
one year, renewable upon the mutual agreement of the parties.

Group as Lessee

Land under Operating Lease

On September 15, 1994, Waterfront Hotel and Resort Sdn. Bhd. (WHR), a former related party,
executed a lease contract (the Agreement) with Mactan Cebu International Airport Authority
(MCIAA) for the lease of certain parcels of land where the hotels were constructed. On October 14,
1994, WHR assigned its rights and obligations under the MCIAA contracts to WCCCHI and WMCHL

10. Commitments and Contingencies
The following are the significant commitments and contingencies involving the Group:

a. On November 10, 2008, the Parent Company received a preliminary assessment notice from the BIR
for deficiency taxes for the taxable year 2006. On February 9, 2009, the Parent Company sent a protest
letter to BIR contesting the said assessment. On February 18, 2009, the Regional Office of the BIR sent
a letter to the Parent Company informing the latter that the docket was returned to Revenue District
Office for reinvestigation and further verification.

On December 8, 2009, the Parent Company received BIR’s Final Decision on Disputed Assessment for
deficiency taxes for the 2006 taxable year. The final decision of the BIR seeks to collect deficiency
assessments totaling to P3.30 million. However, on January 15, 2010, the Parent Company appealed
the final decision of the BIR with the Court of Tax Appeals (CTA) on the grounds of lack of legal and
factual bases in the issuance of the assessments.
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In its decision promulgated on November 13, 2012, the CTA upheld the expanded withholding tax
(EWT) assessment and cancelled the VAT and compromise penalty assessments. The Parent
Company decided not to contest the EWT assessment. The BIR filed its motion for reconsideration
(MR) on December 4, 2012 and on April 24, 2013, the Court issued its amended decision reinstating
the VAT assessment. The Parent Company filed its MR on the amended decision that was denied by
the CTA in its resolution promulgated on September 13, 2013,

The Parent Company appealed the case to the CTA sitting En Banc on October 21, 2013. The CTA En
Banc decision promulgated on December 4, 2014 affirmed the VAT and EWT assessments. The EWT
assessment was paid on March 3, 2013.

The CTA En Banc decision was appealed to the SC on February 5, 2015 covering the VAT assessment
only.

As at December 31, 2017, the Parent Company is still awaiting the SC's decision.

On May 02, 2018, the legal counsel served copies of the reply in the case pending before the Court of
Tax Appeals.

Management and its legal counsels believe that the position of the Parent Company is sustainable,

and accordingly, believe that the Parent Company does not have a present obligation (legal or
constructive) with respect to the assessment.
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MANAGEMENT DISCUSSION AND ANALYSIS
OFHF CIAL CONDITIONS AND RESULTS OF OPE ONS

Below are the results of operations of the Parent Company and its subsidiaries, for the period ending
June 30, 2018 and 2017 together with its financial conditions as of the same period.

RESULTS OF OPERATIONS

June 2018 June 2017
Revenues 1,002,017,477 1,609,302,838
Less: Costs and Expenses 658,493,636 623,154,951
Net Income (Loss) Before Fixed Financial and Other 343,523,842 386,147,887
Charges
Less: Fixed Financial and Other Charges (Dep'n and

-~ Amor¥n, and Interest) 135,830,273 129,604,595

Income (Loss) before Income Tax 207,693,569 256543252
Income Tax Expense ( Benefit) 0.00 0.00
Income (Loss) before Share in Minority Interest 207,693,569 256,543,292
Share of Minority Interest -25,128,537 18,092,421
Net Income (Loss) 232,822,105 238,450,871
Earnings (loss) Per shate 0.093 0.055
FINANCIAL CONDITION

June 2018 June 2017
Assets
Non-current Assets 5,866,462,835 6,922,225,053
Total Assefs 10,603,977,503 9,354,573,142
Liabilities and Stockholders’ Equity
Current Liabilities 1,437,941,560 1,785,235,842
Non-current Liabilities 2,936,611,110 1,462,858,723
Total Stockholders’ Equity 5,390,724,458 5,196,890,224
Minority Interest 838,700,375 909,588,353
Total Liabilities and Stockholders’ Equity 10,603,977,503 9,354,573,142
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RESULTS OF OPERATIONS .
Period ended June 30, 2018 compared to Period Ended June 30, 2017
Income Statement

Hotels and other subsidiaries gross revenues for the 2nd quarter of 2018 and 2017 are Php 1.00 billion
and Php 1.01 billion respectively, slight decreased of 1% from last year. Consolidated costs and
expenses for all properties increased by 6% as compared from last year.

Seasonality or Cyclicality of Interim Operations ‘
15T QUARTER

The occupancy for the two (2) hotels, WCCCHI and WMCHI, are high during the months of January
and February because of the celebration of the Feast of Sto. Nifto better, renowned as the “Sinulog” as
well as the celebration of the Chinese New Year. Many visitors come to Cebu during this time just to
witness and participate in the festivities. Sinulog is one of the city’s main pull for tourists as well as
other locals. The celebration of the Chinese New Year also added to the Company’s revenues. As we
all know, the country is full of Chinese nationalities and businessmen and celebrating their New Year
would really be an advantage to the hotels in terms of revenues.

On March 18, 2018, , a fire broke out at the Hotel of Acesite (Phils.) Hotel Inc. damaging several floors,
casinos and restaurants. Operations have been suspended since then, It is expected that operations
will continue after damages are repaired.

2+4 QUARTER

For most aspects of operations, 2018 continued the upward trajectory seen in the past year.
Concurrently, however, challenges have presented themselves, slowing the growth potential in some
areas of our operations. We are confident that these challenges can be resolved by employing the right
strategies towards setting the entire group back in sync and on track.

In addition, our new tagline, “We're at the center of it all.” and our new revitalized brand signify our
leadership in the industry, our strength and ability to draw the market. It demonstrates an alignment
of objectives, a powerful, unified message and a confident voice. Waterfront continues to leverage its
strengths, both of its infrastructure and its network, to maintain a competitive edge in the hospitality
industry.

TOP FIVE (5) PERFORMANCE INDICATORS

June 2018 June 2017
Occupancy Percentage 75% 74%
Average Room Rates 2,651 2478
jFood Covers 613,504 611,810
lAverage Food Checks 405 386
lAverage Food Costs 37% 35%
Qccupancy Percentage

The occupancy percentage is up by 1% as compared to 2nd quarter of last year. Occupancy
percentage is computed by dividing the total number of rooms sold over the total number of rcoms
available for sale.

Average Room Rate
Average room rate is 7% higher as compared from last year. Average room rate is computed by
dividing the net rooms revenue over the total number of rooms sold.
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Food Covers
Food covers this quarter increased by 0.3% compared to the 2nd quarter of last year. Food covers
pertains to the number of guests that availed of the restaurants services.

Average Food Check

The average food check or average consumption per guest this quarter increased by 5% compared to
the 2nd quarter of last year. Average Food Check is derived by dividing the total food and beverage
revenue by total food covers.

Average Food Cost
The average food costs increased by 2%. Average Food Cost is computed by dividing the total food
and beverage revenue by total food cost.

Revenues and Earnings per Share
Revenues decreased by 1%, Php 1.00 billion for the 2nd quarter of 2018 and Php 1.01 billion of the

same quarter last year and operating expenses increased by 6%.
GOP at Php 343.52 million in 2018 and Php 386.15 million in 2017.
Earnings per share this quarter is at Php 0.093 while same quarter last year was at Php 0.095.

Fixed Financial and Other Charges
Total fixed financial and other charges, Php 135.83 million, reflecting an increase of 5% from the
previous year's PHP 129.60 million.

This account includes the depreciation and interest expense from SSS Loan.
FINANCIAL CONDITION

Cash and Cash Equivalents
Cash and cash equivalents as of the 2nd guarter of this year is at Php 585.07 million higher by
Php 135.94 million from last year or 30%.

Receivables
Receivables for the period decreased by 13% from Php 254.79 million 2nd quarter last
year to Php 222.70 million 2nd quarter this year.

Notes Receivable
The Group extended loans to Acesite Leisure and Entertainment Corporation (ALEC) and bear
interest at 4% per annum. The loan is guaranteed by another entity in behalf of ALEC.

Insurance Receivable

On March 18, 2018, a fire broke out at the hotel of Acesite (Phils.) Hotel Inc. damaging several floors,
casinos and restaurants. Operations have been suspended since then. The Hotel has insurance
coverage to answer for the damages sustained. It is expected that operations will continue after

damages are repaired.

Inventories
Inventory this year showed a decreased of 3%.

Due from related parties-current portion

This account increased by 69% from last year’s 2nd quarter. This represents interest bearing advances
from TWGI and PRC. Nor-interest bearing advances from PHES and AFS investment. Notes
receivable wherein the Group extended loans to ALEC (Acesite Leisure and Entertainment
Corporation) at 4% per annum,

Due from related parties-noncurrent portion
Crisanta Realty at a rate of two percent (2%) per annum is classified as non-current due in 5 years.
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Property, Plant and Equipment

The account decreased by 16% or Php 1.06 billion from last year. Significant decrease was brought by
the fire incident.

Accounts Payable and Accrued Expenses
This account had decreased to 42% or Php 549.58 million from last year.

Loans Payable
The account remains static at Php 375 million. This refers to loan with Social Security System.

Key Variable and Other Qualitative and Quantitative Factors:

a. Any known Trends, Events or Uncertainties-(material impact on liquidity)-NONE

b. There are no events that will trigger direct or contingent financial obligation that is

material to the company, including any default or acceleration of an obligation.

c. There are no material off-balance sheet transactions, arrangements, obligations

(including, contingent obligations), and other relationships of the company with

unconsolidated entities or other persons created during the reporting period.

d. There are no material commitments for capital expenditures, general purpose of

such commitments, expected sources of funds for such expenditures.

e. From continuing operations, the Company is not exposed to any significant elements of income or
loss except for those already affecting profit or loss.

f. There are no significant elements of income or loss that did not arise from the issuer’s continuing
operations other than those already affecting profit or loss.

Risk Management Structure

The BOD is mainly responsible for the overall risk management approach and for the approval of risk
strategies and principles of the Group. [t also has the overall responsibility for the development of
risk strategies, principles, frameworks, policies and limits. It establishes a forum of discussion of the
Group's approach to risk issues in order to make relevant decisions.

Risk Management Committee
Risk management committee is responsible for the comprehensive monitoring, evaluation and
analysis of the Group’s risks in line with the policies and limits set by the BOD.

Financial Risk Management Objectives and Policies

The Group's principal financial instruments comprise of cash and cash equivalents, receivables, due
from related parties, AFS investment, accounts payable and accrued expenses (except for local taxes
and output VAT, withholding taxes and deferred income), other current liabilities, loans payable, and
other noncurrent liabilities. These financial instruments arise directly from operations.

The main risks arising from the financial instruments of the Group are credit risk, liquidity risk and
market risk. There has been no change to the Group’s exposure to risks or the manner in which it
manages and measures the risks in prior financial year. The Group’s management reviews and
approves policies for managing each of these risks.

Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s cash in
banks, receivables and advances to related parties. The Group has established a credit policy under
which each new customer is analyzed individually for creditworthiness before the Group's standard
payment and delivery terms and conditions are offered. The Group's review includes external ratings,
if they are available, financial statements, credit agency information, industry information, and in
some cases bank references.

The Group limits its exposure to credit risk by establishing credit limits and maximum payment
period for each customer, reviewing outstanding balances to minimize transactions with customers in
industries experiencing particular economic volatility.

With respect to credit risk from other financial assets of the Group, which mainly comprise of due
from related parties, the exposure of the Group to credit risk arises from the default of the
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counterparty, with a maximum exposure equal to the carrying amount of these instruments.
There is no other significant concentration of credit risk in the Group.

Liquidity Risk
Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall
due.

The Group monitors and maintains a level of cash deemed adequate by the management to finance
the Group’s operation and mitigate the effects of fluctuations in cash flows. Additional short-term
funding is obtained through related party advances and from bank loans, when necessary.

Ultimate responsibility for liquidity risk management rests with the BOD, which has established an
appropriate liquidity risk management framework for the management of the Group’s short, medium
and long-term funding and liquidity management requirements. The Group manages liquidity risk
by maintaining adequate reserves, by continuously monitoring forecast and actual cash flows and
matching the maturity profiles of financial assets and liabilities. For the Group’s short-term funding,
the Group's policy is to ensure that there are sufficient working capital inflows to match repayments
of short-term debt.

Market Risk
Market risk is the risk that the fair value or cash flows of a financial instrument of the Group will
fluctuate due to change in market prices. Market risk reflects interest rate risk, currency risk and other

price risks.

Since the Group's loan in US. dollar had been fully paid in March 2016, the Group is not anymore
significantly exposed to changes in foreign currency exchange rates.

Interest Rate Risk
Cash flow interest rate risk is the risk that the future cash flow of the financial instruments will

fluctuate because of the changes in market interest rates. Fair value interest rate risk is the risk that
the fair value of a financial instrument will fluctuate due to changes in market interest rates.

The Group’s financial instrument that is exposed to interest risk is the interest-bearing funds made
available by the Parent Company to WCCCHI to finance the construction of the Cebu City Hotel
Project. Such funds were substantially sourced from a P375 million loan from SSS, as well as the stock
rights offering of the Parent Company. The Parent Company is charging WCCCHI on the related
interests and penalties on the contention that the latter benefited from the proceeds of the SSS loan

Equity Price Risk

Equity price risk is the risk that fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its
issuer, or factors affecting all similar financial instruments traded in the market.

The Group is exposed to equity price risk because of its investment in shares of stock of WII which are
listed in the PSE totaling to 86,710,000 shares as at December 31, 2017 and 2016.

The Group monitors the changes in the price of the shares of stock of WIL In managing its price risk,
the Group disposes of existing or acquires additional shares based on the economic conditions.

Fair Value of Financial Assets and Liabilities

The carrying amount of cash and cash equivalents, receivables, current portion of due from related
parties, accounts payable and accrued expenses and other current liabilities approximate their fair
values due to the short-term maturity of these instruments.

The fair value of interest-bearing due from related parties and loans payable is based on the
discounted value of expected future cash flows using the applicable market rates for similar types of
instruments as of the reporting date; thus, the carrying amount approximates fair vatue.

The fair value of AFS investment was determined using the closing market price of the investment
listed on the PSE.
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Capital Management

The primary objective of the Group's capital management is to ensure its ability to continue as a going
concern and that it maintains a strong credit rating and healthy capital ratios in order to support its
business and maximize shareholder value. Capital is defined as the invested money or invested
purchasing power, the net assets or equity of the entity. The Group’s overall strategy remains
unchanged from 2018 and 2017,

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. No changes were made in the
objectives, policies or processes in 2018 and 2017. For purposes of the Group’s capital management,
capital includes all equity items that are presented in the consolidated statement of changes in equity.

The Group is not subject to externally-imposed capital requirements.
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WATERFRONT PHILIPPINES, INCORPORATED AND SUBSIDIARIES
SCHEDULE OF AGING OF ACCOUNTS RECEIVABLE FOR SEC REPORTING

As of lune 30, 2018

Trade Recelvables 0-30 days 31-60 days 61-90 days 91-120 days 121 days over Total
Waterfront Cebu City Casino Hotel Inc. 24,852,908.17 4,935,811.28 2,119,386.06 4,606,868.01 16,015,520.68 52,530,494.20
Waterfront Alrport Hotel and Casino 10,423,209.14 1,431,924.17 1,467,634.41 354,686.38 14,881,822.06 28,559,276.16
Waterfront Insular Hotel Davao 5,486,721.53 789,231.21 443,186.38 347,547.04 3,167,148.46 10,233,834.62
Mantla Pavillon Hoted 16,693,389.19 16,693,389.19

Toial 40,762,838.84 7,156,966.66 4,030,206.85 $,309,101.43 50,757,880.39 108.016.,984.17




